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Important Notice from Deloitte
This report (the “Report”) has been prepared by Deloitte LLP (“Deloitte”) for the BBC Trust in accordance with
the contract with them dated 11 May 2010 (“the Contract”) and on the basis of the scope and limitations set
out below.
The Report has been prepared solely for the purposes of research, as set out in the Contract. It should not be
used for any other purpose or in any other context, and Deloitte accepts no responsibility for its use in either
regard.
The Report is provided exclusively for the BBC Trust’s use under the terms of the Contract. No party other
than BBC Trust is entitled to rely on the Report for any purpose whatsoever and Deloitte accepts no
responsibility or liability to any party other than the BBC Trust in respect of the Report and/or any of its
contents.
As set out in the Contract, the scope of our work has been limited by the time, information and explanations
made available to us. The information contained in the Report has been obtained from third party sources that
are clearly referenced in the appropriate sections of the Report. Deloitte has neither sought to corroborate this
information nor to review its overall reasonableness. Further, any results from the analysis contained in the
Report are reliant on the information available at the time of writing the Report and should not be relied upon
in subsequent periods.
Accordingly, no representation or warranty, express or implied, is given and no responsibility or liability is or
will be accepted by or on behalf of Deloitte or by any of its partners, employees or agents or any other person
as to the accuracy, completeness or correctness of the information contained in this document or any oral
information made available and any such liability is expressly disclaimed.
All copyright and other proprietary rights in the Report remain the property of Deloitte LLP and any rights not
expressly granted in these terms or in the Contract are reserved.
This Report and its contents do not constitute financial or other professional advice, and specific advice should
be sought about your specific circumstances. In particular, the Report does not constitute a recommendation
or endorsement by Deloitte to invest or participate in, exit, or otherwise use any of the markets or companies
referred to in it. To the fullest extent possible, both Deloitte and BBC Trust disclaim any liability arising out of
the use (or non-use) of the Report and its contents, including any action or decision taken as a result of such
use (or non-use).
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Executive Summary
Introduction
Transparency and accountability, as applied both to private and public sector institutions, have over
the last few years become increasingly discussed by policy-makers and the wider media. Indeed
the new coalition government is committed to increased transparency in this area by requiring
public bodies to publish the salaries and expenses of senior officials and central government to
disclose spending and contracts over £25,000.
The BBC Trust is itself committed to ensuring that the BBC operates in an open and transparent
manner. Accordingly, the BBC Trust has commissioned this report in order to further advance its
understanding of transparency and accountability and to be able to take forward appropriately the
BBC Strategy Review.
Scope of report
This report sets out a framework that shows the relationship between transparency and
accountability. It identifies, within this framework, the main accountability objectives across a range
of stakeholders that are supported by relevant forms of transparency and then goes on to provide
examples of transparency across a number of private and public sector institutions that meet
accountability objectives, with particular focus on the disclosure of salaries and contracts. We also
discuss a number of limitations to efficient disclosure of information. The report concludes with a
high-level benchmarking of current practices in information disclosure across a range of public
service broadcasters together with private sector corporates such as BT Group PLC (BT) and ITV,
public sector bodies including central government departments and agencies, such as Sport
England, and charities such as the Royal Opera House.
Objectives and Disclosures
Different stakeholder groups have differing objectives that they seek to pursue through holding
institutions to account. Information disclosure may support such accountability where it is
consistent with the objectives being pursued and does not give rise to unintended adverse
consequences.
The interests of the stakeholder groups we have identified may be broadly summarised as
corresponding to accountability concerns in respect of performance against financial, operational
and ethical standards or targets. These concerns may be translated at a more granular level into:
•

Monitoring and assessing historic performance;

•

Informing on strategic objectives;

•

Supporting government/regulatory controls;

•

Ensuring effective governance and probity; and

•

Meeting wider social and corporate responsibilities.

We discuss disclosure practices against each of these objectives. We note that standards are well
defined in respect of disclosures of historic financial information but practices are more varied in
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terms of strategic and other forward-looking information. There is increasing guidance available on
disclosures to meet corporate and social responsibilities.
Disclosure of salaries and contracts
The Companies Act 2006 and regulations made thereunder set out the legal requirements
regarding the disclosure of directors’ remuneration for companies listed on UK stock markets. In
the public sector, Government financial reporting rules mirror those for the private sector and
require similar remuneration reporting for Ministers, Permanent Secretaries, Directors General and
Chief Executives of executive public bodies. However, there has recently been some discussion to
require more extensive disclosures. Notably, the Walker Review in the wake of the financial crisis
recommended that banks should disclose by salary band the remuneration of the highest paid staff.
This was in response to concern that bonus structures incentivised inappropriate risk-taking by
employees.
We note as an example at the frontier of disclosure that legislation in the Province of Ontario,
introduced to make its public sector more open and accountable to taxpayers, requires
organisations that receive public funding to disclose annually the names, positions, salaries and
total taxable benefits of employees paid C$100,000 or more in a calendar year. This exceeds
practice in the UK, where some public sector organisations publish in salary bands the number of
employees earning over £60,000 and others provide this information at an aggregate level only.
For UK local authorities, the Accounts and Audit Regulations require that headcount within salary
bands are reported from £50,000.
The disclosure of procurement contracts principally serves to demonstrate that costs are being
adequately controlled and that certain suppliers are not being unduly favoured other than under a
transparent “preferred supplier” scheme. OJEU regulations do not require specific contract values
to be identified within a Contract Award Notice. Generally this information is disclosed at an
aggregate level.
Limits to disclosure
There are limits to efficient disclosure of information. First, it is important that disclosures do not
distort the efficient operation of markets and competitive processes. This is recognised, for
example, by competition authorities and regulators that may redact information from published
reports. Second, excessive costs should be avoided. It is now acknowledged best practice that
regulation should be proportionate and targeted only at cases where action is needed, and that the
burden of consultation should be kept to a minimum. There is a trade-off which should be taken
into account between the benefits of providing additional information and the costs of providing this
information.
Extensive disclosure may be an obstacle to effective governance since transparency may in some
circumstances alter individual behaviours such that decision-making processes become
constrained. Although some organisations, such as the Bank of England’s Monetary Policy
Committee and the Board of Channel 4, make meeting minutes publically available, these redact
information and avoid detailing individual opinions.
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Comparative analysis
We performed a high level benchmarking analysis for a limited number of institutions. This is
intended to provide a perspective of the range of practices rather than a statistically significant
representation of disclosure practices.
This indicative benchmarking study considers disclosure in respect of operational and financial
performance information, strategic plans and salary and contract costs. There is significant
variation in the depth and breadth of disclosure across these types of information, particularly in
areas which are governed to a lesser extent by legal or regulatory transparency standards, such as
strategic planning.
In particular, we saw a difference in the focus of reporting between the public and private sectors.
Public sector institutions in our benchmark group focus a greater proportion of reporting on
performance against their public service objectives than corporations, and also publish forward
looking plans with greater depth. International Public Service Broadcasters (PSBs) outperformed
other institutions in many areas of transparency, especially with regard to strategic plans, although
in some instances this is driven by differing international standards. But it should be noted that our
benchmark group is relatively small. Our results are intended to provide an indication of the range
of practice rather than a representative view.
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Transparency and accountability, as applied both to private and public sector institutions, have over
the last few years become increasingly discussed by policy-makers and the wider media. This has
been in response to underlying concerns that insufficient transparency has limited the effectiveness
of governance mechanisms.
Most notably, in the wake of the 2008/2009 financial crisis in the UK the Walker Review considered
the need for greater pay transparency on the part of banks and other financial institutions. This was
because some observers argued that bonus structures incentivised inappropriate risk-taking by
employees and, most importantly, should be more widely exposed to scrutiny due to the systemic
risk posed by poorly managed banks. Similarly, there has also been debate over the last 12
months over the need for the BBC to publish details of the salaries paid to some of its star
performers in order to ensure that management responsible for such payments can be
appropriately held to account by license fee payers.
The BBC Trust is itself committed to ensuring that the BBC operates in an open and transparent
manner. Accordingly, the BBC Trust has commissioned this report in order to further advance its
understanding of transparency and accountability and to be able to take forward appropriately the
BBC Strategy Review. Specifically, this report:
•

sets out a framework that shows the relationship between transparency and accountability;

•

identifies, within this framework, the main accountability objectives across a range of
stakeholders that are supported by relevant forms of transparency or disclosure;

•

provides examples of transparency across a number of private and public sector
institutions that meet accountability objectives, with particular focus on disclosure of
salaries and contracts;

•

discusses limitations to the efficient disclosure of information; and

•

provides a high-level benchmarking of current practices in information disclosure across a
number of private and public sector institutions.

1.2

A framework for accountability

Transparency – or information disclosure – is a necessary part of ensuring that relevant
stakeholders are able to hold an institution (and its managers) to account for its performance.
Information disclosure may by itself incentivise appropriate behaviour by the institution. However,
more often, the disclosed information will form the basis for stakeholders deciding to act in a way
that penalises or rewards the institution, or, in some circumstances, not taking any action. This
requires there to be some means available to stakeholders to impose such penalties and rewards
and in so doing hold an institution accountable for its performance.
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Thus, most straightforwardly, the provision by a company of audited and financial information on its
historic performance enables shareholders to hold the company to account for its performance. In
other words, shareholders on the basis of this information may decide to buy or sell their shares
and to exercise their rights on the appointment of board members. However, as we discuss in more
detail in Section 4, there are also limitations to efficient disclosure. For example, extending the
current example, it would not be appropriate for a company to disclose full details of its strategic
plans since this would provide competitors with an advantage and so would actually undermine
shareholders’ objective of profit maximisation. In the public sector context, there may similarly be
concerns about disclosures leading to market distortions and inefficient competitive outcomes.
The figure below provides a framework for linking disclosure to accountability. This framework
shows that the standards applied to disclosures should follow from a set of stakeholder Objectives.
•

Stakeholder groups may have differing Objectives. These will usually cover, to a varying
extent, performance against financial, operational and ethical standards or targets.

•

Given a set of Objectives, it is then possible to determine the appropriate scope, depth and
form of disclosure (together the ‘Standards’) and at the same time determine the
appropriate Recipients for disclosure. The required Standards and intended Recipients
need to be closely related in order to ensure that the disclosure is useful to the Recipients
and also that adverse unintended consequences of poorly specified or misdirected
disclosures are avoided.

•

Matching Standards and Recipients to well-defined Objectives, then provides the basis for
efficient Disclosure. This Disclosure enables the stakeholders to exercise a degree of
Accountability over the institution provided that they also have at their disposal an
intervention mechanism. Disclosure without an intervention mechanism would not support
accountability but rather passive oversight.

•

The relevant intervention mechanism may vary. For investors it may be buy/sell decisions,
while for other stakeholders such as citizens it may simply be the exercise of voting rights.

In this report we have not just reviewed the actual disclosures of a range of institutions from the
private and public sectors but also sought to identify how these disclosures serve to meet the
Objectives of different stakeholder groups. This is part of an efficient disclosure process.
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Figure 1 Accountability framework

Stakeholders

Objectives

Standards for
disclosure

Recipients

Disclosure

Accountability
Intervention
mechanisms
Stakeholder
response
We use the framework presented here in the rest of this report by considering relevant Objectives
for different stakeholder groups and what this implies for necessary Disclosures.

© 2010 Deloitte LLP

7

Transparency and accountability in public institutions

2

Objectives for stakeholders of transparency

2.1

Stakeholders

2 July 2010

There is a wide range of different stakeholders that have a potential interest in holding an institution
to account for its performance. These stakeholders extend beyond just investors in respect of
corporates or government and elected representatives in respect of public bodies. We have set out
below an extensive list of potential stakeholders and the nature of their accountability interest. We
recognise that many of these broad groups may be further sub-divided and differentiated by
reference to more closely defined interests. We have sought only to outline the broad nature of the
stakeholder interests.

Investors
Individual and institutional investors require information disclosure in order to support their
investment and trading decisions. This focus may require disclosure not just of the performance of
individual companies but also of traded markets.

Government
Central and local government require disclosure from related public bodies in order both to fulfil
statutory responsibilities and inform policy development and implementation.

Elected political representatives
Elected political representatives both at national and local level require information disclosure from
public bodies in order to be able to exercise oversight over government, especially in respect of the
expenditure of public funds and the performance of public bodies against stated policy objectives.

Regulators
Regulators may be regarded as bodies with specific duties and powers to exercise oversight of
institutions (both public and private) and to intervene directly to correct potential market or other
failures.

Employees
Employees, whether individually or in associations such as unions have an interest in
understanding the performance, future plans and corporate ethics of their employer in order to
make decisions about the continuation of their employment.

Suppliers
Suppliers to institutions have an interest in the creditworthiness and future demands of the
institution that they are supplying as well as, in some circumstances, its broader ethical policies.

© 2010 Deloitte LLP
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Customers
Customers, including consumer groups and users or recipients of services, have similar concerns
to those of suppliers.

Citizens
Citizens as tax-payers and voters have an interest in the ethical performance of public and private
institutions which impacts on society. They may also have a specific interest in the performance of
publicly funded institutions and in the performance of the regulators of such institutions. Similarly
to investors, citizens have a legitimate interest in public institutions delivering value for money.

2.2

Stakeholder Objectives

The interests of the stakeholder groups we have identified may be broadly summarised as
corresponding to accountability concerns in respect of:
•

Financial performance;

•

Operational performance; and

•

Ethical performance.

We have analysed the disclosure practices in respect of these concerns by reference to the
following more detailed objectives.

Monitoring and assessing historic performance
Through such means as annual reports, statutory accounts, regulatory accounts and annual
reviews companies and public bodies provide historic financial and operational information. This is
often in accordance with prescribed and closely regulated standards. This allows such
stakeholders as investors, in particular, to monitor performance against financial objectives and to
assess variance from forecasts due to internal or external factors.

Informing on strategic objectives
By setting and reporting on strategic objectives, companies and public bodies aim to demonstrate
effective governance and management with a specific focus on the relationship between
expenditure and results. Such reporting focuses on value for money in the public sector and on
delivering shareholder value in the private sector.

Supporting Government/regulatory controls
Companies operating in regulated sectors may be required to make specific disclosures to their
regulator in order to support the development of and to demonstrate compliance with regulatory
controls. For public bodies, reporting to entities charged with oversight duties seeks to
demonstrate compliance with Government budgetary controls or periodic funding reviews.
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Ensuring effective governance and probity
Some information disclosure may be aimed not at assessing performance against financial or
operational objectives but at assessing ‘behaviours’. Effective governance usually requires
stakeholders being able to exercise – or have exercised on their behalf - oversight of the integrity of
management and institutional behaviour. Consequently, institutions will usually follow rules
concerning, for example, the composition and independence of management and governing boards
and the provision of internal audit reports to the board. Similarly, the reporting regime for
disclosure of executive remuneration is intended to support effective governance by demonstrating
probity.

Meeting wider social and corporate responsibilities
By adopting a variety of transparency initiatives companies and public bodies are attempting to
demonstrate wider ethical commitments and values. Corporate (Social) Responsibility (CR or
CSR) is about how businesses make a broader, sustainable and positive impact on society,
including and beyond their immediate business impact. Increasingly, companies aim to align their
values and behaviour with the expectations and needs of stakeholders - not just customers or
investors, but also employees, suppliers, communities, regulators, special interest groups and
society as a whole. In particular, establishing and operating an environmental management
system (EMS), which may be subject to external certification and audit, facilitates legal compliance,
operational control and continual improvement against set environmental objectives. Health, safety
and quality reporting can either be reported here or as part of core reporting depending on the
nature of the company or body.

Overview of matching stakeholder requirements to disclosure
Each group of stakeholders may have a range of interests and consequent matching objectives to
be satisfied with corresponding disclosure requirements. We present in the table below an
indicative matching of primary objectives with stakeholders. For example, an investor will be
principally interested in past performance, strategic plans, probity and CSR whereas a customer or
citizen would tend to be interested more in CSR. Nevertheless, consumer groups may also take
interest in past performance and the delivery of value for money in public institutions.
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Table 1 Matching stakeholder primary interests to objectives
Stakeholder:

Regulator

Investor

Employee

Supplier

Customer

Citizen





Objective for disclosure
Monitoring and
assessing historic
performance



Informing on strategic
objectives









Supporting
Government/regulatory
controls
Ensuring effective
governance and
probity
Meeting wider social
and corporate
responsibilities
Source: Deloitte analysis

2.3











Disclosures and stakeholder objectives

We have reviewed the information disclosures made by a range of institutions. These include a
number of public service broadcasters (PSBs) together with private sector corporates such as BT
and ITV, public sector bodies including central government departments and agencies such as
Sport England, and charities such as the Royal Opera House. We have not sought to identify all
the statutory and regulatory requirements for disclosure placed on these bodies but rather to
provide a broad overview of the scope, depth and form of disclosures and the targeted recipients
relative to the stakeholder objectives that we have identified.

2.3.1

Monitoring and assessing historic performance

Standards
Reporting on financial performance is required by rules such as IFRS (in conjunction with the
Companies Act) and Government Financial Reporting Manual1 (FReM) in the UK corporate and
public sectors respectively. The EU Transparency Directive2, implemented in the UK in the
Disclosure and Transparency Rules of the Financial Services Authority, commencing in January
2007, also sets standards on issuers of traded securities, such as shares and bonds, in regard to
their Annual Reports and requires certain half-yearly and quarterly reporting.

1

2

FINANCIAL REPORTING MANUAL 2010-11, HM Treasury,
http://www.hm-treasury.gov.uk/d/2010_11_frem_full_version.pdf
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2004:390:0038:0057:EN:PDF
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Disclosure of performance data tends to fall into two broad categories, financial and operational.
The balance of emphasis on each is driven by the organisation’s purpose, objectives and
regulatory controls. Performance is often reported against targets and commitments.

Practice
Within the corporate sector, greater emphasis tends to be placed on reporting on financial
performance, whereas public sector and charity organisations report to a greater extent against
operational measures in order to demonstrate value delivered. As disclosure of historic financial
performance data is driven by mandatory requirements, there is less variation in the standards of
disclosure in this regard across institutions.

Example
An example of extensive reporting on historic financial and operational performance is ITV (see
Box 1) through a dedicated website for investors and its formal annual report.

Box 1 Reporting on historic performance – ITV
ITV’s dedicated Investors website a contains information about the company, including details of governance,
company history, share price, responsibility efforts and financial performance. The ITV Annual Report, accessible
through this site, includes:
• Business review – including an operating review, outlined risks, stakeholders, KPIs and financial review
• Governance review – including overview of Board of Directors and Corporate Governance, Audit Committee
report and remuneration report.
• Financial statements
• Breakdown of significant activity by month throughout the year
The ITV Annual Report contains both a directors’ financial review and audited financial statements. Within these
statements, expenditure is broken down according to the areas of business:
• Broadcasting & Online - sub-divided by channel
• ITV Studios – sub-divided into UK production, Resources, International production, Distribution and exploitation
Total operating costs are identified as falling into three main categories; staff costs, depreciation, amortisation and
impairment and other operating costs. Each of these categories is further sub-divided into a total of fourteen
categories, including broadcasting schedule costs, ITV Studios non-staff costs, operating lease costs, etc.
_______________
a)
http://www.itvplc.com/investors/reports/

2.3.2

Informing on strategic objectives

Standards
Forward-looking reporting on strategic objectives is not currently a mandatory requirement in either
the corporate or public sectors except in certain circumstances, for example where a company
intends to raise equity or issue bonds, a published prospectus will need to present a five-year
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financial plan which is independently verified. The voluntary nature of regular annual reporting
means that the depth of information provided regarding strategic objectives varies significantly
across institutions. The UK Corporate Governance Code, which updates the previous FRC
Combined Code, will require that for periods commencing on or after 29 June 2010 the directors of
listed companies should include in their annual report an explanation of the basis on which the
company generates or preserves value over the longer term (the business model) and the strategy
for delivering the objectives of the company.3 This disclosure will be narrative and will not
necessarily require financial information in the form of budgets and projections.

Practice
The type of information supplied varies from overall strategic statements to details of individual
initiatives planned including financial data. Many organisations publish only high level directional
statements and ad hoc details of objectives relating to individual initiatives, particularly in the UK
corporate and media sector.
Within the UK Public Sector, where departments must often react to changing policy objectives, it is
not current practice to provide detailed and standardised reporting on objectives.
In addition to published reporting, listed companies also disclose forward-looking information to
investors through presentations and data feeds and through prospectuses as outlined above.

Examples
As an example of public sector disclosure, the Department for Business, Innovation and Skills (BIS)
publishes a two-year forecast of expenditure and revenue/funding broken down by strategic
objective (see Box 2).

3

Code Provision C1.2, UK Corporate Governance Code,
http://www.frc.org.uk/documents/pagemanager/Corporate_Governance/UK%20Corp%20Gov%20Code%2
0June%202010.pdf
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Box 2 Informing on strategic objectives – Department for Business, Innovation and Skills
An example of forecast expenditure from BIS 2008/9 Resource Accounts against their objective to “Promote the
creation and growth of business and a strong enterprise economy across all regions” is as follows:

_______________
a)
http://www.bis.gov.uk/files/file52275.pdf

In the case of PSBs the publication of strategic direction is intended to provide a wider
demonstration of how the PSB intends to deliver value for money. It may also serve to ensure that
market distortions are avoided.
An example of such disclosure is CBC/Radio-Canada which produces a rolling five year plan of
which a summary is published annually covering key priorities and initiatives with a financial plan
including an operating overview (see Box 3). ABC from Australia also provides an example of
some significant depth of disclosure in this area, which is discussed in Section 5.
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Box 3 Informing on strategic objectives – CBC/Radio-Canada
The Financial Overview in Appendix A of the current Corporate Plan Summary a presents the Corporation’s financial
picture for 2008-2009 through 2013-2014 as follows (notes omitted):

_______________
a)
http://www.cbc.radio-canada.ca/submissions/plan/2009/pdf/plan-e.pdf

2.3.3

Supporting government/regulatory controls

Standards
Standards for disclosure of regulatory information are dependent on the specific regulator’s needs.
Regulatory accounts are usually prepared in a form consistent with IFRS, which are used in
producing the company’s annual report. However more detailed information to support, say price
control determinations, are typically determined in accordance with the individual regulatory
requirements and tend to be disclosed to the Regulator and not publicly. A notable exception is
insurance companies, which are required by law to publish detailed regulatory returns containing
the detail used by the FSA in assessing regulatory solvency.
The international PSBs reviewed are held accountable through various mechanisms to their
sponsoring authority. For instance, RTE is held accountable to the Irish Department of
Communications, Marine and Natural Resources by their Public Broadcasting Charter, which
identifies information which it must disclose or otherwise keep record of. In Australia, ABC reports
in its Annual Report on performance against its Charter, but also under other regulations such as
Health and Safety.
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Practice
Significant amounts of data, including some of that used to inform on historic performance,
strategic objectives, governance and social and corporate responsibilities, is disclosed for
regulatory purposes. However the disclosures will vary depending on the regulator.
For example, in the UK under the Communications Act 2003, Ofcom is able to require the
businesses for which it has powers to award licenses to provide it with all such information as it
considers necessary for the purpose of carrying out its functions. It may arrange for the publication
of such information as it feels appropriate, but in doing so must have regard for the need to exclude
matters which are confidential4. This is an important limitation to efficient disclosure; in this context
the regulator is effectively exercising an accountability function on behalf of a wider group of
stakeholders.
In the UK public sector, the Public Accounts Committee (PAC) is appointed by the House of
Commons and exercises a governance function in respect of the appropriation of the sums of
money granted by Parliament to meet public expenditure requirements. The PAC focuses on value
for money by examining accounts presented to it and specific reports undertaken by the National
Audit Office (NAO).

Examples
The Ofcom Financial Review of Channel 45, carried out by LEK Consulting LLP in 2008 provides
an example of a regulator limiting full disclosure. Cost and other financial information were
redacted at the request of Channel 4 (see Figure 2), which had identified data “from its mediumterm forecast, and historical data that is more detailed than that contained in its annual reports6” as
commercially sensitive and confidential.

4
5
6

www.opsi.gov.uk/acts/acts2003/ukpga_20030021_en_1
http://www.ofcom.org.uk/tv/psb_review/c4review/lek/lek_full_report.pdf
http://www.ofcom.org.uk/tv/psb_review/c4review/lek/lek_full_report.pdf
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Figure 2 Channel 4 Financial Review

Box 4 below provides a further example of where Ofcom have redacted information from a
published report, because it was deemed confidential. This report concerned the Pay TV market.
Box 4 Regulatory financial reporting obligations – Ofcom Pay TV market investigation
Following a submission from BT, Setanta, Top Up TV, and Virgin Media, Ofcom carried out an investigation a into the
pay TV industry leading to a decision on whether to make a market reference to the Competition Commission under
the Enterprise Act 2002.
This investigation addressed concerns expressed to Ofcom by consumer groups about the loss of BSkyB channels on
Virgin Media’s pay TV platform, and BSkyB’s separate proposal to launch a new pay TV service on the DTT platform.
During the course of this investigation, BSkyB was required to submit information to Ofcom and it’s designated third
parties relating to many aspects of its operations, including information required to carry out an assessment of
profitability.
Within this report, and in line with the Communications Act 2003, information which could be considered
confidential is redacted from the version of this report which is made publically available. The figure below shows
an example of where this has occurredb.

_______________
a) http://www.ofcom.org.uk/tv/paytv/
b) http://www.ofcom.org.uk/consult/condocs/third_paytv/statement/annex3_statement.pdf

As an example of the activity of the PAC, in 2008-09 the PAC examined an NAO report concerning
government preparations for digital switchover (HC416, see Box 5). This report was an important
component in the PAC being able to ensure the delivery of value for money from public funds.
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Box 5 NAO report HC416 – Government preparations for digital switchover
In September 2005 the Government, after consultation with the broadcasting industry and Ofcom, announced a
programme to replace analogue television broadcasts with digital television, region by region, between 2008 and
2012 (digital switchover). This report considers how this objective is being pursued by DCMS and BERR.
a

The National Audit Office found that a good start has been made in preparing for the replacement by 2012 of the
analogue television service with a digital one. Eighty-five per cent of households have already switched from
analogue to digital TV for their main set. However, consumers will have to convert or replace another 26 million
television sets if they wish to continue watching television on those sets after the switchover to digital.
Tim Burr, head of the National Audit Office, said:
“The Government’s digital switchover programme will affect almost every home in the UK and most of the costs
will be met by consumers. Helping consumers through the switchover process requires strong and coordinated
working between Government and delivery agencies.
“Progress so far is encouraging, but there is a long way to go with almost one third of licence fee payers still not
understanding switchover, up to 26 million analogue television sets yet to be replaced or converted and nearly
1,200 transmitter sites to be upgraded.”
Findings on achieving and demonstrating value for money were that the relevant government departments should:
•

establish whether the level of the help scheme charge is having the desired impact.

•

re-assess whether all the sums due to be raised though the licence fee for the help scheme are still
required once more evidence on future take-up from further switchovers becomes available.

______________
a) http://www.nao.org.uk/publications/0708/preparations_for_digital_switc.aspx

2.3.4

Ensuring effective governance and probity

Standards
7

Publically listed companies are subject to the Combined Code on Corporate Governance , the
Companies Act 2006 and regulations made thereunder which provide for detailed disclosure
including the preparation of a directors’ remuneration report.
For the public sector governance standards are set out in the Corporate Governance code for
8
central government departments while the FReM echoes the Companies Act in requiring the
preparation of a Remuneration Report containing certain information about directors’ remuneration.
Non-disclosure is acceptable only where publication would:
•

7
8

Prejudice the rights, freedom or legitimate interest of the individual;

For periods commencing on or after 29 June 2010, the UK Corporate Governance Code.
Corporate Governance code for central government departments, 2005 http://www.hmtreasury.gov.uk/d/daocorpgovernancecode.pdf . A new version of this code, reflecting developments in
the UK Corporate Governance Code and other changes, is expected in late 2010.
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•

Cause or be likely to cause substantial damage or substantial distress to the individual or
another, and that damage or distress would be unwarranted; or

•

If a staff member makes a case for non-disclosure, which should be considered by the
employer on a case-by-case basis.

Where non-disclosure is agreed, the fact that certain disclosure has been omitted should be
disclosed.

Practice
It is general practice in organisations of all sizes to publish some information on their governance
and probity policies and internal procedures. Generally, information disclosed in this area relates to
matters such as salaries, expenses and directors’ interests. The depth of disclosure varies
according to the size and type of organisation, with some publishing only the fact that this
information is internally collected and monitored, and others sharing the information publically
through their Annual Reports or other publications.
In addition to obligations specific to governance and probity, the Freedom of Information Act (FOI)
gives citizens the right to request information held by public authorities unless there are reasons to
keep it confidential9. Under this Act, public bodies have a duty to maintain publication schemes for
the proactive disclosure of information.

Example
Channel 4 seeks to pre-empt FOI questions and provide direction to the relevant information within
their Annual Report or other published information (see Box 6). In many cases, those making
requests of Channel 4 under the FOIA are directed to information already made available within its
Annual Report.

9

Information which is not released routinely can still be requested under the FOIA which provides an
exemption from disclosing information about identifiable individuals where it would breach the Data
Protection Act 1998 (DPA). This does not mean that all personal data is exempt from release. Personal
information must only be released if there is a genuine reason to disclose and it would not involve
unfairness to the individual. A public authority will generally have to satisfy itself that: the disclosure would
not be unfair or outside the reasonable expectations of the individual; there is a legitimate public interest in
disclosure, and the disclosure is only to the extent necessary to meet this public interest; and the interest
in disclosure outweighs any detriment to the individual’s privacy or other rights and legitimate interests.
http://www.ico.gov.uk/what_we_cover/freedom_of_information.aspx
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Box 6 Proactive disclosure – Channel 4
The Channel 4 Television Corporation has adopted the new publication scheme as set out by the Information
Commissioners Office. This publication scheme comes into effect as of January 1st 2009. The classes are examples
of types of information that Channel 4 intends to make available. The information will be as up-to-date as possible
and where appropriate some back copies of information will be included. The extensive information has been
divided into seven classes:
Class 1: Who We Are and What We Do (including organisational information, structures, locations and contacts);
Class 2: What We Spend and How We Spend It (financial information relating to projected and actual income and
expenditure, procurement, contracts and financial audit);
Class 3: What Are Our Priorities and How Are We Doing (strategies and plans, performance indicators, audits,
inspections and reviews);
Class 4: How We Make Decisions (Decision making processes and records of decisions including redacted Board
Meeting Minutes);
Class 5: Policies and Procedures (Current written protocols, policies and procedures for delivering services and
responsibilities);
Class 6: Lists and Registers (including statement of members’ interests); and
Class 7: The Services We Offer (including Advice, Guidance and Customer Service and recent media presentations).
_______________
a)
http://www.channel4.com/microsites/F/foia/four.html

2.3.5

Meeting wider social and corporate responsibilities

Standards
Under the Companies Act 2006, quoted companies are required to report annually on
environmental matters (including the impact of the company’s business on the environment), the
company’s employees and social and community impacts. There are many other nongovernmental bodies which encourage additional reporting on CSR issues. For example,

10
11

•

The Global Reporting Initiative, a network-based organisation which has developed the
world’s most widely used sustainability reporting framework, provides guidance to
organisations of any size and form on how they can disclose their sustainability
performance. This includes principles for the depth and quality of reporting, for example
“The report should present the organization’s performance in the wider context of
sustainability”10.

•

The Association of British Insurers, representing investors in corporate, has guidelines on
11
Responsible Investment Disclosure by investee companies.

http://www.globalreporting.org/ReportingFramework/G3Online/DefiningReportContent/
http://www.ivis.co.uk/ResponsibleInvestmentDisclosure.aspx
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The UK Government is encouraging further CSR disclosure in specific areas, indicating
that they will legislate if voluntary compliance does not improve. This includes disclosures
of greenhouse gas emissions and gender pay gap.

Practice
Corporate and social responsibility reporting is driven to some extent by environmental objectives
adopted by public bodies and by mandatory reporting requirements on diversity.
BSkyB have recently been commended for their reporting of assured sustainability and carbon
emissions data relative to other FTSE350 companies12 (see Box 7).
Corporate and social responsibility is often reported against more extensively by public sector
organisations, such as Channel 4 and RTE. These organisations are held accountable to
government bodies against factors relating to this topic, for example, RTE are required in their
Charter to “provide details of its Irish language programming and other Irish language services in
13
its Annual Report” .

Box 7 Informing on corporate responsibility with independent assurance – BSkyB
Independent Environmental Assurance Report to BSkyB Limited
British Sky Broadcasting Limited (BSkyB) engaged Environmental Resources Management Limited (ERM) to provide
independent assurance on selected information presented in BSkyB's online Bigger Picture Review 2009 and on
BSkyB’s carbon neutral web pages.
Independent Community Investment Assurance Statement – BSkyB
BSkyB is an active member of the LBG (London Benchmarking Group). The LBG model helps businesses to improve
the management, measurement and reporting of their corporate community involvement programmes. It moves
beyond charitable donations to include the full range of contributions (in time, in kind and in cash) made to
community causes, and assesses the actual results for the community and for the business.
_______________
a) http://www1.sky.com/biggerpicturereview/dataassurance/envassurance.html
b) http://www1.sky.com/biggerpicturereview/dataassurance/commassurance.html

12

13

http://www.clickgreen.org.uk/analysis/business-analysis/121242-bskyb-leads-carbon-reporting-as-reportslams-rest-of-ftse350.html
http://www.rte.ie/about/organisation/psb.pdf
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Salary, contract and investment plan disclosures

In this section, we focus specifically on disclosures in relation to salaries, contracts and investment
plans. In each area we identify the objectives that the disclosure is intended to meet and the form
of disclosure.

3.1

Directors’ remuneration

Objective
Disclosure of directors’ remuneration may principally be taken to meet the objective of effective
governance and probity. Standards are set by the Companies Act, Directors’ Remuneration Report
Regulations and accounting standards such as IFRS. The Financial Reporting Council has recently
updated the Combined Code on Corporate Governance14 to incorporate some of the
recommendations from the Walker Review15 on disclosure of remuneration.
Guidance from the Information Commissioner on how and when to disclose public sector salaries
states that salary scales should usually be published as a matter of routine, but that disclosure
should only be to the extent necessary to fulfil a legitimate public interest16.

Form of disclosure
The Companies Act 2006 and regulations made thereunder17 set out the legal requirements
regarding the disclosure of directors’ remuneration for companies listed on UK stock markets. The
information required by the regulations includes:

14

15

16

•

a description of the remuneration policy;

•

the company’s share performance relative to a reference index;

See Financial Reporting Council (2010): “The Combined Code on Corporate Governance”;
http://www.frc.org.uk/corporate/ukcgcode.cfm
Walker Review of Corporate Governance of UK Banking Industry
http://webarchive.nationalarchives.gov.uk/+/http://www.hm-treasury.gov.uk/walker_review_information.htm
“Public authorities publish certain information routinely in accordance with the Information Commissioner’s
model publication scheme. This should include significant financial information, including some details
about staffing costs. For most authorities, this should include the organisation’s salary scales or bands.
Some authorities may be required by law to include the remuneration of their most senior office-holders or
employees in their public accounts. Others may choose to publish this information voluntarily. These
authorities should make sure that affected individuals are aware in advance that this will happen.”

http://www.ico.gov.uk/upload/documents/library/freedom_of_information/practical_application/salary_disclosur
e.pdf
17

Regulation 11 and Schedule 8 of SI 2008/410 The Large and Medium-sized Companies and Groups
(Accounts and Reports) Regulations 2008
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•

director-by-director disclosure of emoluments and compensation (including salary, fees,
expense allowances, pensions and non-cash remuneration); and

•

information on directors’ share options and benefits under long-term incentive schemes.

Except for the first two items on the list, all information is subject to an external audit. The
remuneration report is subject to an advisory shareholder vote at the annual meeting.
The position for large banks, building societies and broker dealers is similar. Under the FSA’s
Remuneration Code, new disclosure requirements encourage firms to disclose clear,
comprehensive and timely information about their compensation practices to facilitate constructive
engagement by all stakeholders. The 2010 Financial Services Act expands the company law
disclosure regime under which companies disclose details of the remuneration of directors, to
include executive remuneration reports. These will require disclosure in respect of executives who
are not directors of a relevant financial institution. The disclosure regime is intended to come into
force for annual reports in respect of 2010 issued early in 2011.
In the public sector, government financial reporting rules mirror those for the private sector and
require similar remuneration reporting for Ministers, Permanent Secretaries, Directors General and
Chief Executives of executive public bodies.
Charities are subject to regulations issued under charities legislation and, where applicable, the
18
Statement of Recommended Practice (SORP) Accounting by Charities issued by the Charity
Commission. As a general rule, trustees may not be remunerated unless their governing document
gives the power to do so or unless the prior permission of the Charity Commission has been
obtained. The Charities SORP requires the remuneration paid to trustees to be disclosed and
nature and amount of expenses reimbursed to trustees to be set out in the notes to the Accounts.
The Charity Commission states19 that it: “would like to see more charities going beyond the bare
minimum requirements to provide complete clarity on trustee expenses and remuneration.”

3.2

Salaries of employees and third parties

Objective
The disclosure of employee salaries is not currently required by legislation or specific regulatory
standards. The objective that might be satisfied by such disclosure is likely to vary between
institutions but would principally relate to effective governance and assessment of historic
performance.
In the banking sector the 2009 Turner Review identified remuneration policy as a contributory
factor to the banking crisis. Lord Turner stated20 that: “on compensation, we must integrate risk
18

http://www.charitycommission.gov.uk/Charity_requirements_guidance/Accounting_and_reporting/Preparing
_charity_accounts/sorpfront.aspx

19
20

http://www.charity-commission.gov.uk/publications/rs8.aspx#27
http://www.fsa.gov.uk/pages/Library/Communication/Speeches/2009/0318_at.shtml
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management considerations into remuneration policies. That has not been done before, in the UK
or elsewhere in the world, either by individual firms or by regulators. As a result, some bankers
have been encouraged by the promise of big bonuses to take excessive risks with other people’s
money.” The 2009 Walker Review21 of corporate governance in the UK banking industry
recommended “extending the role of the remuneration committee to cover firm-wide remuneration
policy as well as giving the committee direct responsibility for the pay of all highly-paid employees”
and “greater pay transparency in the big banks by requiring public disclosure of the number of
employees earning more than £1m, broken down by bands of pay”. However, it has been strongly
argued that the increased disclosure of remuneration for bankers would damage the
competitiveness of UK banking institutions.
There is worry, voiced by Angela Knight, chief executive of the British Bankers Association, that the
regulations surrounding remuneration in the financial services industry will have a negative impact
on the UK economy. Because the UK will be taking the steps before the rest of the global market,
there will be no level playing field at an international level and large companies may relocate away
from the UK to avoid more stringent regulations22.
In the public sector there has been debate about the remuneration of top civil servants and special
advisers and the response has been to publish information on pay grades and the number of staff
in each grade or salary band. This is in the context not just of ensuring effective governance but
from wider value-for-money concerns.

Form of disclosure
Salary information disclosure for non-Director employees or contracted staff has not traditionally
been required but this may be changing. Box 8 below describes how the Province of Ontario
introduced the Public Sector Salary Disclosure Act to make its public sector more open and
accountable to taxpayers.

21

22

http://webarchive.nationalarchives.gov.uk/+/http://www.hmtreasury.gov.uk/d/walker_review_press_release_261109.pdf
http://www.mondaq.com/article.asp?articleid=98430, accessed 10 May 2010
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Box 8 Disclosure of salaries and benefits – Ontario Public Sector Salary Disclosure
The Public Sector Salary Disclosure Act, 1996 (the act) makes Ontario's public sector more open and accountable to
a
taxpayers . The act requires organizations that receive public funding from the Province of Ontario to disclose
annually the names, positions, salaries and total taxable benefits of employees paid $100,000 or more in a calendar
year.
The act applies to organizations such as the Government of Ontario, Crown Agencies, Municipalities, Hospitals,
Boards of Public Health, School Boards, Universities, Colleges, Hydro One, Ontario Power Generation, and other
public sector employers who receive a significant level of funding from the provincial government.
The main requirement for the organizations covered by the act is to make their disclosure or if applicable to make
their statement of no employee salaries to disclose available to the public by March 31.
Employers are now relieved from having to include salary disclosure with their annual reports if that disclosure is
b
made available on a public website (a corporate website or the Ministry of Finance website) .
Prior to the amendment, the Public Sector Salary Disclosure Act required an employer, which normally issues an
annual report, to include the salary disclosure with their annual report.
This change reduces red tape and eliminates the duplication of reporting obligations. It ensures compliance with the
amended legislation and the information remains readily available to the public while decreasing costs for
employers in preparing the annual reports.
Extract of Disclosure for 2009 under the Public Sector Salary Disclosure Act, Government of Ontario : Ministries
Ministry

Name

Post

Salary

Benefits

Culture DAVIDSON STEVEN R. Assistant Deputy Minister, Culture Division

$176,247.95

$285.32

Culture DOWNS NEIL

Manager, Culture Programs Unit

$109,379.06

$180.75

Culture ERNST ALAN G.

Executive Assistant to the Deputy Minister

$111,307.52

$180.82

Culture ESTEVES ELIZABETH

Manager, Policy Initiatives Unit

$109,368.12

$180.82

Culture MCARTHUR DIANE

Assistant Deputy Minister, OSS

$150,520.16

$242.90

Culture MORTIMER RICHARD Director, Programs & Services

$124,839.85

$212.84

Culture MUIR CHERITH R.

Special Advisor

$108,019.81

$189.62

Culture QUIRT GEOFFREY G.

Assistant Deputy Minister, OSS

$175,336.30

$283.62

$124,065.14

$210.41

Culture RATCHFORD DONNA Director, Culture Policy
_______________
a)
b)

http://www.fin.gov.on.ca/en/publications/salarydisclosure/2010/
http://www.fin.gov.on.ca/en/publications/salarydisclosure/pssd_info.html

In sport and entertainment the contractual terms of individual “stars” have been the subject of
public interest. This is in the context of some salaries reaching comparably high levels.
Accordingly, arguments for disclosure are based on public particularly where public or other noncommercial funding is used. However there are very few examples of the disclosure of stars
salaries.
Hollywood studios
Within the film industry, specific salaries and deal terms for talent are identified by the NY Times as
being difficult to identify. It is said that producers and others behind high grossing movies uniformly
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decline to comment or sidestep queries about what their actors were paid. Journalists are therefore
required to make estimates based on interviews with producers, agents and executives who speak
on condition of anonymity to avoid conflict with the actors and companies involved. 23
Football Clubs
Although most football clubs are required by law to disclose some salary information within their
annual accounts, individual player salaries are a very closely guarded secret. For example,
Chelsea Football Club includes a total figure within their financial statements for all playing staff,
including managers/coaches, but offers no further breakdown. This information need not
necessarily be included in the published accounts but if it is not must be disclosed to the Football
Association as regulator as part of the club licencing process which enables clubs to play in
European competitions administered by UEFA.
A recent incident required Wayne Rooney to disclose his current earning with Manchester United to
a judge in a court case setting. This was disclosed to the opposing barrister and judge, but not to
24
the public.
Major League Baseball
Unlike other American sporting leagues, such as the NFL, NBA and NHL, the MLB’s 20 franchise
owners have never been able to add a salary cap to the league’s Collective Bargaining Agreement,
which defines basic arrangements between owners and baseball players.
Each year since 1988, USA Today publish a complete list of the salaries of Major League players
on Opening Day rosters based on documents obtained from the MLB Players Association, club
officials and filed with Major League Baseball’s central office.25 In a response to an error in this
reporting in 2010, the Major League Baseball Players Association made its own survey of Opening
Day player salaries directly available to the public for the first time.

3.3

Procurement Contracts

Objective
The disclosure of procurement contracts principally serves to demonstrate that costs are being
adequately controlled (consistent with the objective of assessing historic performance) and that
certain suppliers are not being unduly favoured other than under a transparent “preferred supplier”
scheme (consistent with effective governance and probity).
However, other objectives may also be served. Stakeholder interest in outsourcing includes
shareholders with concerns about quality or risk, employees with concerns about conditions of
employment and public concerns with loss of employment to other countries.
23
24

http://www.nytimes.com/2010/03/04/movies/04stars.html, accessed 11 May 2010

http://www.manchestereveningnews.co.uk/news/s/1192528_wayne_rooney_reveals_wages_to_judge_in_43m_court_battl
e, accessed 11 May 2010

25

http://content.usatoday.com/sports/baseball/salaries/default.aspx, accessed 11 May 2010
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Form of disclosure
Disclosure of the value of procured services is voluntary and therefore variable across institutions.
In our review we have noted examples of disclosure of the following:
•

a list of top contractors/suppliers is provided by ABC and Barts and the London NHS Trust;

•

details of individual procured service contracts, is provided by the Arts Council England;

•

aggregate value of procured service contracts is published by CBC/Radio-Canada;

•

total value by category of procured service contract is published by ITV; and

•

publication of procurement procedures and standards is provided by RTE and Channel 4.

An example of significantly greater transparency than is provided by other institutions is the
disclosure by the Arts Council England. Box 9 below describes how it uses a procurement portal
to publish information about individual contracts, including their nature and value. The Arts Council
though is in a significantly different position from many other institutions, directly disbursing public
funds.
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Box 9 Disclosure of procurement expenditure – the Arts Council England
a

The Arts Council England, through a dedicated procurement portal , publish information regarding all their current
and past procurements, giving details of all those over the EU threshold for disclosure. The information published
about each contract is presented in five sections:
•
Contracting Authority;
•
Object of the contract;
•
Legal, economic, financial and technical information;
•
Procedure; and
•
Complementary information.
Although in some cases, as permissible under OJEU regulations, the upper and lower bids for the contract are
published within the Arts Council’s Contract Award Notices, rather than specific contract values, in many cases the
b
Arts Council disclose the exact value of the contract awarded. An example of one such notice is shown below .

_______________
a) http://artscouncil.g2b.info/cgi-gen/profile.pl?action=view_profile&oid=4251#7
b) http://artscouncil.g2b.info/cgigen/profile.pl?action=view_notice&other_user=7278&notice=154160&type=047&oid=4251&ctype=3

A further example of detailed disclosure in this area is provided by ABC which publishes details of
total spend with all individual consultancy firms with which they spend over $10,000 AUD during
the year, along with a indication of the type of service provided, within their Annual Reports. This is
discussed in more detail in Section 5 below.
Another example of the disclosure of procurement data is the Barts and The London NHS Trust
(see Box 10).
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Box 10 Disclosure of procurement expenditure – Barts and The London NHS Trust
The Freedom of Information Act 2000 (FOI) was implemented from 1 January 2005 gives people the right to access
information held by the Trust. Barts and The London NHS Trust has produced a Publication Scheme a, which is a
guide to information routinely published by the Trust. It is a description of the information that the Trust makes
b
publicly available. The lists and registers available includes:
•
•
•
•
•

Remuneration report and Trust Directors’ salaries and allowances;
List of top 20 contractors / suppliers, based on amount spent by the Trust;
Declaration of interests of Trust Board members and Directors;
Trust Directors’ allowances and expenses; and
Register of Gifts and Hospitality provided to Board members and senior personnel.

However, at the time of writing the list of the top 20 contractors is not available on the website.
_______________
a) http://www.bartsandthelondon.nhs.uk/aboutus/publication_scheme.asp Barts and The London NHS Trust
Publication Scheme is based on the Health Bodies (England). The model publication scheme, produced by the
Information Commissioner’s Office (ICO). http://www.ico.gov.uk
b) http://www.bartsandthelondon.nhs.uk/aboutus/lists_and_registers.asp

The Combined Online Information System (COINS) is a database of UK Government expenditure
provided by government departments. The data is used to produce reports for Parliament and the
public including: expenditure data in the Budget and Pre-Budget reports; Supply Estimates; Public
Expenditure Statistical Analyses (PESA); the monthly Public Sector Finance Releases. It is also
used by the ONS for statistical purposes26. The database contains aggregate information on
contractors by department.
In practice concerns with commercial confidentiality and loss of competitive advantage are likely to
limit efficient disclosure in this area notwithstanding the relevant objectives. This is discussed
further in the next section.

3.4

Investment plans

Objective
Disclosure of investment plans demonstrates a commitment to achieve relevant performance
targets for an institution. Companies publish investment plans in order to demonstrate the
sustainability of their plans for growth and profitability. Public bodies may disclose plans in order to
demonstrate a commitment to achieve stated objectives or give certainty to competitors to mitigate
impact. Disclosure of investment plans may also provide information to potential suppliers that
may stimulate to stimulate competition and efficient procurement costs.

Form of disclosure
Disclosure of investment plans is voluntary and therefore variable, ranging from no forecasts to
long term, detailed business plans. Typically, published plans may include projected financial data
for the current year or for a two to five year forecast; investment plans for longer periods may be
published where required by a regulator. Examples of each practice are as follows.

26

HM Government http://data.gov.uk/dataset/coins
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•

Department for Culture, Media and Sport presents no forecast financial data in its
Resource Accounts but projects current year expenditure and revenue in its Annual Report
section on managing resources with a resource budget for a further year against their
departmental expenditure limit and annually managed expenditure.

•

BIS presents a two year projection for departmental expenditure limit and annually
managed expenditure while in Australia, ABC publishes a detailed five-year plan as
discussed in more depth in Section5.

•

UK water price controls in which water companies are required to publish a five year
business plan and ten year asset development plans. Similarly, electricity network
operators are required to prepare long-term (ten year) development statements.

•

National Grid has a regulatory obligation to publish a rolling Seven Year Statement.
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In this section we discuss the limits to efficient disclosure of information. It is not the case that
transparency may in all cases be considered as ‘good’ in itself. Indeed some disclosures or
disclosures to some classes of recipient may have adverse unintended consequences. We discuss
limits to efficient disclosure that may arise for three main reasons.
•

Sustaining effective competition. It is important that disclosures do not distort the
efficient operation of markets and competitive processes.

•

Avoiding excessive costs. There is a trade-off which should be taken into account
between the benefits of providing additional information and the costs of providing this
information.

•

Effective governance. Extensive disclosure may be an obstacle to effective governance
since transparency may in some circumstances alter individual behaviours such that
decision-making processes become constrained.

We do not discuss in detail issues relating to data protection and ‘human rights’ but recognise that
these may also constitute in some circumstances an important limitation on disclosures.

4.2

The impact of disclosure on competition

Approach of competition authorities to disclosure
We have already noted that industry-specific regulators, such as Ofcom, may in practice limit their
disclosure of information provided to them by their regulatees. This limitation respects the
regulatees need for confidentiality in order to be effective in their negotiations with suppliers and in
competing with rivals. This approach is also reflected in that of competition authorities.
The UK Competition Commission
The UK’s Competition Commission has noted that transparency facilitates its merger inquiries for a
number of reasons as follows.
•

Firstly, it is a means of achieving due process and of ensuring that by having a better
understanding of the case against them, the main parties in an inquiry are treated fairly.

•

Secondly, it enables other interested persons, such as consumers and their representative
bodies, suppliers and customers and other persons who may be affected by the
Commission’s decision, to understand the issues that the Commission is considering and
then to form effectively their input to the process.

•

Thirdly, transparency helps main parties and other interested persons when providing the
Commission with information, including identifying inaccuracies and incomplete or
misleading information.
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Fourthly, the effectiveness, efficiency and quality of Commission inquiries and decisions
are improved.27

However, the ability of the Competition Commission is constrained by the Enterprise Act 2002
which requires it to have regard, in particular, to:
•

the need to exclude from disclosure (so far as practicable) any information whose
disclosure the Competition Commission thinks is contrary to the public interest;

•

the need to exclude from disclosure (so far as practicable)—
•

commercial information whose disclosure the Competition Commission
thinks might significantly harm the legitimate business interests of the
undertaking to which it relates; or

•

information relating to the private affairs of an individual whose disclosure
the Competition Commission thinks might significantly harm the individual’s
interests.

This statutory requirement serves to emphasise that it is to be expected that the Competition
Commission may limit disclosures because of the view it has taken – as opposed to any external
party’s views – on ‘public interest’ as well as ‘legitimate business interests’.
The European Commission
The European Commission is responsive to a similar set of concerns as the UK’s Competition
Commission. We highlight this in Box 11 below which identifies ‘business secrets’ as a category of
information that should not be readily disclosed.

27

CC7 – Chairman’s Guidance on Disclosure of Information in Merger and Market Inquiries July 2003
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Box 11 Limitations to reporting requirements – Access to EU merger and antitrust cases
a

In EU merger and antitrust cases persons who are addressed by the European Commission in Statements of
Objections b have the right to access the Commission file that contains all relevant evidence in the case in question.
However, for some types of information access to the file is limited:
•
•

•

Internal documents. These are documents on which the Commission relies when assessing merger and
antitrust cases, such as minutes of meetings and correspondence between the Commission and other
authorities.
Business secrets. This refers to information on a company’s business activity that could seriously harm its
interests, such as “technical and/or financial information relating to know-how, methods of assessing
costs, production secrets and processes, supply sources, quantities produced and sold, market shares,
c
customer and distributor lists, marketing plans, cost and price structure and sales strategy”
Other confidential information. Any information other than business secrets that would significantly
harm a person or a company, such as military secrets or information that would allow third parties to put
considerable economic or commercial pressure on their competitors or trader partners.

However, the Commission can choose to make some of the above information available, for example where it
deems the information to be an inculpatory or exculpatory document.
_______________
a) European Commission: Commission Notice 2005/C 325/07
b) Statements of Objections are a formal step in European antitrust investigations. After receiving such
statements, companies have two months to defend themselves in writing. They can also ask the Commission to
hear their case at an oral hearing which usually takes place about one month after the written reply has been
received. Only after having heard the company's defence can the Commission take a final decision, which may
be accompanied by fines of up to ten per cent of a company’s worldwide annual turnover. See: European
Commission: MEMO/07/126
c) http://europa.eu/legislation_summaries/competition/firms/l10106_en.htm

Competition concerns over salary disclosures
As we noted in Section 3, salary disclosure has recently been the subject of some debate. There
are a number of concerns about salary disclosure that have been raised in respect of adverse
competitive and financial consequences on the disclosing institution.
Employee bargaining power
The publication of salary information may increase employees’ bargaining power in wage
negotiations; in some cases this bargaining power may be sufficient to extract above average
remuneration from their respective employers. Bargaining power is increased because employees
are better able to benchmark their own salaries against either other employees in their firm or those
of other firms’ making similar disclosures. This tends to lead to wage inflation because employees
tend to demand a ‘levelling up’ , while institutions find it difficult to introduce a ‘levelling down’.
Similarly, salary disclosure may allow rival institutions more effectively to ‘poach’ key employees by
offering slightly higher pay packages. This in turn may promote rent extraction and salary inflation.
But there appear to be few empirical studies investigating the actual impact of disclosure
requirements on remuneration levels and the evidence is mixed. Following the introduction of
disclosure requirements for executive remuneration in Canada, Park et.al28 report evidence
suggesting that disclosure of remuneration information can lead to increases in the levels of
remuneration though at the same time remuneration may also have become more sensitive to
corporate performance.
28

Park, Nelson & Huson (2001): “Executive pay and the disclosure environment – Canadian evidence”;
in: Journal of Financial Research, Vol. 24, pp. 347-365
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‘Lake Wobegon Effect’
Some observers have commented on a ‘Lake Wobegon effect’ in executive remuneration. This
refers to situations where companies do not want to be seen to be employing below average
executives, as this may convey a negative image of the company to shareholders and prospective
investors and so respond to salary disclosures by endeavouring to pay their executive staff above
average salaries.
However, Ferri and Maber29 who have examined the impact of the Directors’ Remuneration Report
Regulations (now reproduced in Statutory Instrument 2008/410) on remuneration levels, do not find
evidence for changes in the growth rate of executive remuneration (after controlling for size,
performance and other factors). Ferri and Maber also find an increased sensitivity of remuneration
levels to company performance (in particular poor performance).
Salaries of ‘stars’
The salaries of ‘stars’ – whether in sport or the arts - are difficult to benchmark because by
definition there are few individuals capable of performing at the level of a ‘star’. Moreover, the
rarity of ‘talent’ means that competition between stars is limited and cannot necessarily be relied
upon to exert a downward pressure on salaries. As a consequence, disclosure may not obviously
result in increased competition.

4.3

Manage cost of disclosure

Organisations can be faced with a significant cost burden associated with retrieving and providing
information for disclosure. For example, when meeting the legal requirements to provide audited
information such as financial statements and remuneration reports, organisations are faced with
the fees associated with these audits.
The UK Government is generally concerned not to increase the costs of regulation without
compensating benefits. The government’s preferred approach to measuring compliance costs is
based on the Standard Cost Model (SCM), which was developed by a group of European countries
and later adopted by the OECD.30 This includes assessing administrative costs which are defined
as the “costs of the administrative activities that businesses are required to conduct in order to
31
comply with the information obligations that are imposed through central government regulation.”
Regulatory Impact Assessments are part of the process of improving regulation in the UK and, as
set out by the National Audit Office, include consideration of the costs and benefits of new
regulations.32

29

30
31
32

Ferri, Fabrizio, and David Maber. "Say on Pay Vote and CEO Compensation: Evidence from the UK."
Working Paper.
See “Measuring Administrative Costs: UK Standard Cost Model”, Cabinet Office (2005)
Better Regulation Executive (2005): “Measuring Administrative Costs’ Standard Cost Model Manual”, p.15
Better Regulation: Making Good Use of Regulatory Impact Assessments National Audit Office 2001
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Similarly the cost of reporting against regulations is a principal concern for the Better Regulation
33
Executive, which aims to reduce this burden through the rationalisation of regulation and by
encouraging fewer, targeted consultations (see Box 12).
Box 12 Changing standards of public consultation - Better Regulation Executive
The Better Regulation Executive identifies five key principles of regulation, which are now a cornerstone of the
a
better regulation strategy and implementation. These state that any regulation should be:
•

transparent

•

accountable

•

proportionate

•

consistent

•

targeted – only at cases where action is needed

“The Government has had a Code of Practice on Consultation since 2000 setting out how consultation exercises are
best run and what people can expect from the Government when it has decided to run a formal consultation
exercise. The 2008 version of the Code b is itself the result of listening to those who regularly respond to
Government consultations. This Code should help improve the transparency, responsiveness and accessibility of
consultations, and help in reducing the burden of engaging in Government policy development.”
On the question of when to consult, guidance has changed significantly from “Consult widely throughout the
process” to “Formal consultation should take place at a stage when there is scope to influence the policy outcome”.
On the burden of consultation a new criterion has been added: “Keeping the burden of consultation to a minimum
is essential if consultations are to be effective and if consultees’ buy-in to the process is to be obtained”.
The BRE seems to accept that extensive public consultation by many departments and regulators was resulting in a
significant “burden of consultation” that created unintended consequences.
_______________
a) http://www.bis.gov.uk/policies/better-regulation/better-regulation-executive
b) http://www.bis.gov.uk/files/file47158.pdf

The imposition of regulatory financial reporting conditions and directions on BT and Kingston in
2004 illustrates the debate between Regulator and regulated companies on appropriate disclosure
given associated risks (see Box 13).

33

http://www.bis.gov.uk/assets/biscore/better-regulation/docs/10-578-striking-the-right-balance-bre-annualreview-2009.pdf
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Box 13 Regulatory financial reporting obligations– BT and Kingston Communications
Given the position of significant market power held by BT and Kingston (their ability to behave, to an appreciable
extent, independently of competitors, customers and ultimately consumers) Ofcom concluded in 2004 that the
regulatory financial reporting conditions and directions should be imposed on BT and Kingston in the identified
markets. Ofcom carried out a Regulatory Impact Assessment (RIA) into the costs and benefits of regulatory financial
a
reporting .
Both BT and Kingston had expressed concerns about the costs of the regulatory financial reporting obligations
proposed in the May consultation. BT stated that it incurred costs of £7 million annually, and that the proposals in
the May consultation would significantly increase this burden.
Ofcom recognised that as one of the primary purposes of regulatory financial reporting obligations is to prevent the
occurrence of anti-competitive practices the benefits can be difficult to quantify. However, Ofcom identified the
following benefits of having a rigorous and effective regulatory financial reporting regime:
•

non-dominant communications providers have assurance that Ofcom has information to monitor and if
necessary enforce obligations for non-discrimination, cost-orientation, etc;

•

non-dominant communications providers have greater assurance that prices charged to them by
dominant providers are cost-oriented and/or non-discriminatory enabling them to produce business
plans and compete more effectively;

•

disputes and investigations will be resolved more quickly, efficiently and on the basis of more reliable
information; and

•

competition in the UK communications sector is protected and supported providing benefits for the UK
economy as a whole.

Ofcom considered that regulatory financial reporting obligations were essential given the current state of
competition in the UK. Ofcom maintains that its decisions as reflected in this document are objectively justifiable
and proportionate.
_______________
c) The regulatory financial reporting obligations on BT and Kingston Communications Final statement and
notification, July 2004

However it should be noted that, in contrast to the Better Regulation Executive concerns with costs,
a principle of FOI is that “Individuals should not be deterred from making requests for information
by excessive cost”34. It is further suggested that any increment in fees based on the actual cost of
providing the information should be waived where the request is for personal information or matters
of public interest. Public bodies also have a duty under the FOIA to maintain publication schemes
for the proactive disclosure of information, the costs of which are often absorbed by the
organisation.
An example where an organisation has struggled with the burden of disclosure is CBC/RadioCanada, which received significantly more requests than anticipated, based on its benchmarking of
comparable organisations. Responding to the volume of requests has posed a significant
challenge for CBC/Radio-Canada, and it has had to take a number of steps to position itself to
meet its obligations.

34

http://www.article19.org/pdfs/standards/righttoknow.pdf
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Effective governance

As identified earlier in this report, ensuring effective governance is one reason why organisations
disclose information such as members’ interests and remuneration. However in some cases, the
extent of disclosure should be limited to prevent any potential negative impact on effective
governance.
For example, if detailed board meeting minutes were disclosed, this might deter some board
members from freely discussing the issues before the board. This is because some board
members may be concerned with how their views might be presented in the wider media and
consequently might exercise a degree of self-editing in the board discussions. If however,
published minutes record only the final result of the discussion rather than individual viewpoints,
then board members would not be exposed in this way. This is the case with the minutes of the
Bank of England’s Monetary Policy Committee meetings for which the general discussion and final
decisions only are published in order that “the Bank will be accountable to the public at large35 but
at the same time so that members of the committee are able to express their views without concern
about being singled out for wider criticism of their views. In principle this could lead to better board
discussions and hence better decision-making. This concern about the impact on governance of
certain disclosures may be applicable in other circumstances.

35

http://www.publications.parliament.uk/pa/ld199899/ldselect/ldmon/96/9605.htm
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Summary of disclosures across PSBs

This section sets out more specifically the nature and detail of information provided across
organisations and how they compare. We compare international PSBs and the UK media sector.

Expenditure
Table 2 shows the various ways in which expenditure is published by each of the organisations
assessed in the UK media market and international PSB sector.
It is common that expenditure figures are broken down by cost type (such as administration,
transmission, production), and the medium (such as broadcasting or online) or channel with which
they are associated. It is less common for these organisations to disclose how this information is
broken down by genre, and no benchmarked organisation publishes expenditure on individual
programmes.
Of those organisations which receive government or licence fee funding, RTE and ABC each
provide a breakdown of where this income is allocated throughout their organisation, for example
by individual channel.
Table 2: Expenditure disclosure in the UK media market and international PSBs
Channel 4

ITV

BSkyB

CBC

RTE

ABC

(UK)

(UK)

(UK)

(Canada)

(Ireland)

(Australia)

By cost type













By medium / channel









By genre



Expenditure






By programme
Source: Deloitte analysis

Supplier contract
There is no consistent practice for disclosure of supplier contract details amongst the UK media
market and international PSBs. Within Europe, public sector organisations such as RTE are
required to procure under OJEU regulations, and as such must issue a notice of contract award,
but it is acceptable for this to disclose the upper and lower bids as an alternative to the exact award
value.
In this respect, ABC is the most transparent of the benchmarked organisations, disclosing in its
Annual Report:
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Figure 3 ABC consultants spend reporting (Annual Report 2008/09)

•

Suppliers – spend identified for goods, services from external parties, services from
related parties, operating lease rentals and workers’ compensation premiums and at a total
level.

•

Consultancy – spend per firm for work totalling over $10,000AUD over the year and a
total level spend on consultancy work valued at less than $10,000AUD.

•

Audit – total level spend.

Others in the sector fall below this benchmark:
•

Channel 4 – total spend on production companies outside of London is disclosed, as are
fees payable to auditors for audit and other services.

•

ITV – cost of programme rights, inclusive of commissions, and fees payable to auditors for
audit and other services are disclosed.

Salaries
The disclosure of remuneration, salaries and talent/third party fees within the UK media market and
international PSBs is summarised in Table 3.
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Table 3 Salary and remuneration disclosure in the UK media market and international PSBs
Channel 4

ITV

BSkyB

CBC

RTE

ABC

(UK)

(UK)

(UK)

(Canada)

(Ireland)

(Australia)

Total costs













Individual emoluments







Directors / Executives




Emolument bands
Performance-based pay



















Staff Salaries
Total cost





Salary bands
Performance based pay



Talent / third parties
Total costs



Individual remuneration
Source: Deloitte analysis

As publically listed companies, many of those reviewed are under legal obligations to disclose
individual directors’ remuneration. In addition to this, both Channel 4 and RTE publish this
information in excess of regulatory requirements placed on them. Neither CBC nor ABC publishes
the remuneration of individual directors. In the case of CBC, where directors receive compensation
based on meeting attendance, this figure can be calculated individually using information available
in the Annual Report (i.e. compensation levels per meeting and attendance figures). ABC discloses
its director remuneration as the number of directors’ which fall into bands.
Figure 4: CBC Annual Report 2008/09 (http://www.cbc.radio-canada.ca/annualreports/20082009/pdf/AR0809_e.pdf)

Only one organisation out of those reviewed, ABC, provides costs for talent or third parties. This is
at a total level, with no further breakdown provided. In some cases this is because as a cost
category talent or third parties is not applicable to the organisation, such as Channel 4 which does
not produce its own content.

© 2010 Deloitte LLP

40

Transparency and accountability in public institutions

2 July 2010

Performance
There is no over-arching mandate within this sector which shapes the depth or form of reporting on
company performance. However, individual organisations face different requirements, as a result of
their company status or public broadcasting charter/mandate.
The most common non-financial way of publishing performance information in the UK and
international media markets appears to be through a combination of audience share/penetration
and hours of material broadcast.
There appears to be greater significance placed in the breakdown of hours broadcast of different
programming types by PSBs, which in many cases are reporting against the hours of programming
broadcast in association with their public service charter commitments.
Each organisation we reviewed reported against different KPIs, in accordance with their individual
structure and needs. Other performance measures used included customer satisfaction studies,
performance against strategic objectives, rankings relative to similar organisations and CSR
activity.
Table 4: Performance disclosure in the UK media market and international PSBs
Channel 4

ITV

BSkyB

CBC

RTE

ABC

(UK)

(UK)

(UK)

(Canada)

(Ireland)

(Australia)

Total figure













By channel











Audience figures

By programme




By genre








Source: Deloitte analysis

Forward strategy / investment planning
There is a large amount of variation in the information made publically available by organisations in
the UK media market and international PSBs. Within the UK media market, disclosure of qualitative
descriptions of plans and forward strategy occurs with varying degrees of detail, but no financial
forecasts or investment planning disclosed.
Particularly within the corporate sector, ITV and BSkyB, reporting of forward strategy does not
appear to be published in a structured manner, but information on the topic is disclosed via market
analysts and press releases on an ad hoc basis throughout the year.
The greatest levels of detailed disclosure exist within the international PSBs. Each publish specific
plans which include details of key issues, strategic direction, specific initiatives planned and high
level financial forecasts offering at a minimum expected expenditure and revenue, and in the case
of CBC/Radio-Canada a break-down of these figures according to the different sources of income
and operating expenditures. RTE includes in its plans a schedule for implementation of initiatives
(see Figure 5).
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Figure 5: http://www.rte.ie/about/pdfs/strategic_plan2009.pdf

The scope and frequency of disclosure in this area also varies significantly, CBC annually
publishes a four-year plan on a rolling basis, whereas Channel 4 published a one-off plan in 2007.
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BBC disclosure

We have set out below the key BBC stakeholders and their objectives in relation to BBC disclosure,
and describe the current level of BBC disclosure of information across different key areas –
expenditure, contracts, salaries, talent costs, performance and business plan.

Stakeholders and Objectives
The BBC exists to serve the public interest. Its main objective is the promotion of the BBC’s Public
Purposes36.
Licence-fee payers – including in the wider sense of customers and citizens – are a primary
stakeholder in relation to BBC information disclosure and accountability. Disclosure may be directly
into the public domain, or to the BBC Trust as guardian of the licence fee revenue and the public
interest. The BBC Charter37 requires that in exercising its functions the BBC Trust must act in the
public interest and in particular it must:
•

Represent the interests of licence fee payers;

•

Secure that the independence of the BBC is maintained;

•

Carefully and appropriately assess the views of licence fee payers;

•

Exercise rigorous stewardship of public money;

•

Have regard to the competitive impact of the BBC’s activities on the wider market; and

•

Ensure that the BBC observes high standards of openness and transparency.

The BBC Trust, as guardian of the licence fee, is able to request and review information from the
BBC in order to perform its functions and hold BBC Management to account.
Government – through DCMS, the Comptroller and Auditor General and the NAO, and Parliament
and the Public Accounts Committee – is also a key stakeholder in relation to information disclosure
by the BBC. The BBC Agreement requires that the BBC Trust discusses with the Comptroller and
Auditor General the possible scope of its audit programme and which individual reviews within that
programme would be particularly suited to the NAO. Reports submitted to the Trust under such

36

37

Broadcasting: Copy of Royal Charter for the continuance of the British Broadcasting Corporation, presented
to Parliament by the Secretary for Culture, Media and Sport by command of Her Majesty, October 2006
Broadcasting: Copy of Royal Charter for the continuance of the British Broadcasting Corporation, presented
to Parliament by the Secretary for Culture, Media and Sport by command of Her Majesty, October 2006
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Value for Money reviews must be submitted by the BBC Trust to the Secretary of State who then
38
lays the report before Parliament .
Some information disclosure may also be aimed at other media businesses as the BBC has to
have regard to the competitive impact of the BBC’s activities on the wider market.

Expenditure
In line with other UK and international PSBs, the BBC provides in its Annual report financial
information broken down by cost type (content, distribution, infrastructure and other), and the
medium (TV, radio and online) and channel (for example BBC One, BBC Two, etc BBC Radio 1,
BBC Radio 2, etc online service).
It provides additional information on some types of expenditure – such as TV, radio and online
programming spend across Nations.
Box 14 Example of BBC Expenditure disclosure
All BBC TV spend outside
London – Network and Nations &
Regions
England
Northern Ireland
Scotland
Wales
Grand Total

2008/09
£m

2007/08
£m

329
36
98
53

339
36
97
60

516

532

Source: BBC Annual Report and Accounts 2008/09

Contracts
In January 2010 the BBC published the BBC Public Services’ total consultancy spend in calendar
years 2008 and 2009. This was published in response to a Freedom of Information request. The
information published related to spend with external companies providing expert advice with regard
to corporate issues.

38

Broadcasting: An Agreement between Her Majesty’s Secretary of State for Culture, Media and Sports and
the British Broadcasting Corporation, presented to Parliament by the Secretary for Culture, Media and
Sport by command of Her Majesty, July 2006
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Box 15 BBC Consultancy Expenditure

2006/07
£

2007/08
£

2008/09
£

Consultancy specialists
Consultancy finance
Consultancy business processes
Consultancy change management
Consultancy IT
Consultancy strategy
Consultancy broadcast and media
Consultancy health and safety
Consultancy HR

93,600
1,163,198
1,075,243
865,421
1,316,002
713,722
1,113,245
217,698
207,563

189,472
1,452,925
1,190,725
1,392,756
1,746,002
1,000,383
1,859, 939
300,842
333,998

227,589
1,372,120
1,437,466
1,176,352
2,268,344
1,185,448
1,433,854
293,876
265,923

Grand Total

6,765,692

9,467,042

9,660,972

Category Name

Source: Freedom of Information request – RFI20100035
http://www.bbc.co.uk/foi/publication_scheme/classes/disclosure_logs/finance.shtml

In March 2010, the BBC published spend on management consultancy contracts in 2008 and 2009
in response to another Freedom of Information request. The information published related to
services provided by external companies in relation to the provision of expert advice in the areas of
operational improvement, management and operational techniques and practices, business
planning & development, business process improvement and stakeholder management.
Other information has been made available to the public through NAO reports. For example, the
NAO’s report “The BBC’s management of strategic contracts with the private sector”39 set out BBC
total spend on strategic contracts in 2007-08, as well as expenditure by contract. 17 contracts were
deemed to be “strategic”, defined as contracts with an annual value of at least £2m, a term of at
least five years and which make a key contribution to the BBC’s business. Alongside financial
information, the report also reviewed and publicised information on service delivery, such as for
example the proportion of performance indicators met by each contract.

39

The BBC’s management of strategic contracts with the private sector, Review by the Comptroller and
Auditor General, 3 December 2008
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Box
16 BBC Strategic Contracts
v
Services delivery and costs for 2007-08 and savings for 2007-08 and from the start of the contract to 31 March 2008 for each
of the BBC's strategic contracts
Service delivery

Costs

Savings

2007-08
Total
Performance
Performance
indicators
indicators
with service
met
credits
attached met

2007-08
Business
Actual cost
case forecast

2007-08
Business
Actual
case forecast
savings

Start to 31 March 2008
Business
Actual
case
savings
forecast

Contract and start date

%

%

£m

£m

£m

£m

£m

£m

Siemens, Apr '05

83

93

181.8

232

27.5

34.3

82.5

104.1

NGW, Mar '98

99

99

87.6

89.8

n/a

n/a

n/a

n/a

Red Bee, Jul '05

92

91

53.3

78

n/a

n/a

n/a

n/a

Johnson Controls, Jul '06
Capita (Licence Fee), Apr
'02

96

96

78.5

73.5

0.6

0.7

0.6

0.7

94

94

59.3

73.5

n/a

n/a

n/a

n/a

SES Astra, Oct '96

100

100

33.6

33.7

n/a

n/a

n/a

n/a

VTC, Mar '97

86

86

30

30

2.1

2.1

4.3

4.3

Proximity, Jan ‘02

n/a

n/a

24

24

n/a

n/a

n/a

n/a

Steria, ov ‘06

93

90

15.3

17.9

10.5

7.9

4.5

4.3

Capita (HR), Dec ‘06

74

74

14.8

15.6

4

3.6

6.6

6.1

UK Mail, Sep ‘06

100

100

11

10

0.58

0.15

0.58

0.15

BkyB, Nov ‘98

n/a

n/a

9.6

9.6

n/a

n/a

0

n/a

HBML, Apr ‘04

100

100

5.1

8.7

0.9

0.9

2.1

2.1

ENPS, Aug ‘96

100

100

7.7

6.7

0.39

0.45

0.63

0.69

Capita (Audience), Dec ‘03

97

97

5.4

5.7

1.3

0.9

6.8

6.8

Paypoint, Apr ’06

84

84

6

5.3

20

21.2

26.6

27.8

Arqiva, Sept ‘06

95

95

0.85

0.5

0

0

n/a

n/a

Totals

–

–

623.85

714.5

67.87

72.2

135.21

157.04

NOTES
1 Ranked by actual cost in 2007-08
2 Savings figures are measured against forecasts made when contracts were let and are not necesarily related to levels of
expenditure, but rather to the previous cost of providing the service or elements of the service.
3 The number of performance indicators included in the analysis is at the level used by the BBC for internal reporting.
4 Capita (Licence fee) forecast expenditure in the business case is in 2001-02 prices.

Source: The BBC’s management of strategic contracts with the private sector, Review by the Comptroller and Auditor General, 3
December 2008
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Salaries
Staff salaries
The BBC makes available staff salary and expenses information. The BBC’s Annual Plan sets out
the remuneration received by Executive and Non-Executive Directors – including base pay,
bonuses, taxable benefits and other remuneration40.
Individual’s salary information is available on the BBC’s website for 107 senior BBC individuals
working in the Public Service divisions. For each division there is a list of the most senior staff, with
short job descriptions and details of salaries, as well as expenses and central bookings, gifts and
hospitality received.
In the BBC’s Annual Plan, base salary information for BBC senior managers’ is provided in salary
bands – with detailed bands starting at £70,000 and a single band for senior managers’ earning
below £70,00041. It includes staff in the public service and commercial businesses, expressed in
full-time equivalents. The senior management headcount reported in salary bands in 2008/09 was
751 individuals.
Box 17 Senior managers’ salaries
Table 23. Senior managers’ headcount by salary band
2008/09

2007/08

Under £70,000
£70,000 to £99,999
£100,000 to £129,999
£130,000 to £159,999
£160,000 to £189,999
£190,000 to £219,999
£220,000 to £249,999
£250,000 to £279,999
£280,000 to £309,999
£310,000 to £339,999
£340,000 to £369,999
£370,000 to £399,999

50
328
178
92
52
29
10
5
4
3
1

72
329
171
88
44
15
10
7
4
1
-

Total

751

741

Salary band

Note:
2007/08 bandings have been restated to exclude three individuals incorrectly included in last year’s report.

Source: BBC Annual Report and Accounts, 2008/09

40
41

BBC Corporate Governance Framework, BBC Annual Report and Accounts 2008/09
BBC Annual Report, Responsibility/Operations - Table 23 Senior Managers’ headcount by salary band
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Individuals’ salaries and expenses information of the 50 highest earning BBC employees was also
published in May and June 2009 in the context of respective Freedom of Information requests. The
specific salary information was disclosed for the top seven employees, with the remaining 43
having their salaries disclosed in bands. The expenses information disclosed details costs incurred
personally by BBC staff and subsequently re-claimed through the BBC’s expenses system in
accordance with the staff expenses policy.

Talent
The BBC has published on their website the total amount it paid to artists, presenters, musicians
and other contributors across its services in the year ended 31 March 2009. Alongside the total
spend, it has also published the spend broken down into four bands. This was published in the
form of a press release.
Box 18 BBC Talent Spend
The total amount the BBC pays to artists, presenters, musicians and other contributors is
£229m – 6.56% of the Licence Fee.
This total amount is broken down as follows:
To £50,000: £115m – 3.29% of the Licence Fee
£50,000 to £100,000: £44m – 1.26% of the Licence Fee
£100,000 to £150,000: £16m – 0.46% of the Licence Fee
£150,000 plus: £54m – 1.55% of the Licence Fee
Total: £229m – 6.56% of the Licence Fee
Source: http://www.bbc.co.uk/pressoffice/pressreleases/stories/2010/02_february/09/disclosure.shtml

Performance
The BBC publishes various metrics of performance in their Annual Report. These include:
•

Reach, cost per hour and spend by BBC Service across TV, radio, online and journalism;

•

Hours of TV, radio and online output by genre;

•

Viewer survey information on perceptions relating to distinctiveness and quality, trust in
BBC output and overall approval of the BBC; and

© 2010 Deloitte LLP

48

Transparency and accountability in public institutions

•

2 July 2010

A high level single metric for each of the Public Value indicators - Reach, Quality, Impact
and Value – across each of BBC TV, radio and online and journalism.

Forward-looking strategy / investment planning
The BBC’s licence fee income is set by Government. In January 2007 the then Culture Secretary
Tessa Jowell made an oral Statement to Parliament detailing the BBC license fee for the six year
period 2007 - 2012/13, following detailed work and consultation. Alongside annual increases in the
licence fee of 3% for the first two years and 2% in years three, four and five, Government also
outlined targets for cash-releasing savings annually from 2008, and key expenditure priorities, such
as investment in quality programming and taking a leading role in digital switchover. This was
followed by the BBC’s Delivering Creative Future where the BBC set out high-level spending plans,
such as high-level plans by the main divisions – Vision, Journalism, Future Media & Technology
and Audio & Music, investment in content by division and redundancies.
More recently the BBC has published its strategic review. It constitutes a statement of the BBC’s
strategic priorities and how the BBC plans to deliver its mission and remit over the next few years.
It includes quantitative targets in some areas – such as the commitment to spend from 2013 not
less than 90p in every licence fee pound on high-quality content, to spend 25% less per year on the
BBC’s website by 2013, or closing down some of the radio stations – Radio 6, Asian Network – and
teen offerings BBC Switch and Blast!. It does not contain detailed spending projections by service
or genres.
The BBC also publishes Service Licences for each BBC service. This includes the BBC TV
channels, radio stations and online service. Each Service Licence sets out what the BBC Trust
expects the service to achieve and how much it can spend. The Service Licences are intended to
help the Trust govern the BBC's activities. They provide an account of each BBC service's remit,
scope, budget, aims and objectives, any essential activities (known as conditions), and a
description of how the Trust will assess their performance.
In addition, the BBC undertakes Service Reviews, where the performance of a service is reviewed
against the licence. Recent reviews have included the a Review of the BBC online services,
Reviews of Services for Children and for Younger Audiences, and Reviews of Radio 2 and Radio 6.
For example, in the review of the online service, the BBC Trust considered how bbc.co.uk
performed against its service licence, the service's governance and accountability and whether its
service licence needed to be developed in order to reflect changes in the market and users' needs.
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Box 19 BBC Strategy Review, March 2010
This strategy directs the BBC to put quality first; do fewer things better; guarantee
access to all; make the licence fee work harder; and set new boundaries for itself.
PUTTING QUALITY FIRST—focusing the licence fee on five clear priorities to provide:
• The best journalism in the world
• Inspiring knowledge, music and culture
• Ambitious UK drama and comedy
• Outstanding children’s content
• Events that bring communities and the nation together
Putting quality first means, on this strategy, delivering these five clear content priorities at
higher quality across all of the BBC’s services—including by:
• Reprioritising nearly £600m a year, around a fifth of the BBC’s cost base, to higher quality
content by 2013 and, on a continuing programme, across everything the BBC does
• Investing £50m a year from within this total to raise quality and originality including across BBC
Two, children’s output and journalism
• Committing from 2013 not to spend less than 90p in every licence fee pound on high-quality
content and getting it to audiences.
DOING FEWER THINGS BETTER—making tough choices to improve our services
Doing fewer things better means, on this strategy, significant changes to the BBC’s service
portfolio:
• Focusing the BBC’s website on the five content priorities
o Halving the number of sections on the site and improving its quality by closing lower
performing sites and consolidating the rest
o Spending 25% less on the site per year by 2013
o Turning the site into a window on the web by providing at least one external link on
every page and doubling monthly ‘click-throughs’ to external sites
• Increasing the quality of local radio: boosting investment in local news at breakfast, midmorning and drive-time using resources released by sharing content at other times
• Recommending the closure of Radio 6 Music: focusing popular music output on Radio 1 and
an increasingly distinctive Radio 2, using the resources released to drive digital radio in other
ways
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• Recommending the closure of Asian Network as a national service, and using the resources
released to serve Asian audiences better in other ways
• Recommending the closure of teen offerings BBC Switch and Blast!
GUARANTEEING ACCESS—working to ensure that UK audiences can always:
• Get BBC services free at the point of use, in ways and on devices that suit them
• Catch up on programmes for free on the BBC’s website, at home and on the move
• Access the best of the BBC’s current and future library of programmes
Guaranteeing access means, on this strategy:
• Making internet-connected television a reality and a success, and continuing to support other
partnerships for free-to-air platforms
• Guaranteeing free access to independent, impartial news including online
• Opening the BBC’s current and future programme library, as well as working with partners like
the British Library, BFI and Arts Council England to bring other public archives to wider
audiences.
MAKING THE LICENCE FEE WORK HARDER—reducing the cost of running the BBC
Making the licence fee work harder means, on this strategy, focusing the BBC’s spending on
what matters most to the public by:
• Reducing the cost of running the BBC by a quarter: from 12p in a licence fee pound today to
under 9p by the end of the Charter in 2016
• Reducing senior management numbers, freezing pay and suspending bonuses
• Reinvesting savings in new UK programmes serving the five content priorities
• Striving to make every licence fee pound benefit the wider UK economy by at least £2, and
spreading that value across the UK.
SETTING NEW BOUNDARIES—accepting clearer limits and new behaviours for the BBC
Setting new boundaries means, on this strategy:
• Reducing spending on imported programmes and films by 20%, capping it thereafter at no
more than 2.5p in every licence fee pound
• Capping sports rights spending at 9p in every licence fee pound
• Recognising the lead role commercial radio plays in serving popular music to 30-50 year-olds
• Recognising the lead role other broadcasters play in serving younger teenagers on TV
• Never more local: undertaking not to launch services more local than at present in England
• Defining publicly which areas of activity BBC Online will not undertake.
Clearer BBC behaviour means, on this strategy:
• Prioritising quality over quantity whenever a choice is required
• Making the BBC the most open and responsive public institution in the UK
• Making explicit the BBC’s commitment to consider the market impact of major decisions
• Making partnership the BBC’s ‘default setting’ for most new activities
• Ensuring the tough limits set by the BBC Trust’s recent review of BBC Worldwide are fully
implemented, with new limits on acquisitions and a drive towards non-UK activities.
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Summary Table

The table below summarises the disclosure in certain areas by our benchmark organisations.
Financial
statements
Central Government
General
All national entities
standards
are subject to HM
Treasury financial
reporting standards
(FReM) and to NAO
audit.
A department will
report against its
agreed strategic
objectives and it will
disclose the linkage
between strategic
objectives and the
targets in public
service agreements.
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Disaggregation
of expenditure

General
governance

No set standards.

A Permanent
Secretary is
appointed as
Accounting Officer
by HMT,
accountable
personally to the
Committee of
Public Accounts.
Chief Executives
of departmental
executive bodies
are also
Accounting
Officers. A
Secretary of State
receives powers
from HMT and is
accountable to
Parliament.

Own staff salaries

A Remuneration
Report must be
prepared and
published covering
salaries and
pension
entitlements of
Ministers and
Directors. Nondisclosure is
allowed in certain
defined
circumstances.
Disclose or explain
applies.
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Talent / 3rd
parties salaries
No set
standards.

Procurement
contracts
No set standards.

Planned
investment /
new activities
No set
standards.
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Disaggregation
of expenditure

Department
for
Business,
Innovation
and Skills
(BIS)

Accounts prepared
and published to
HMT FReM, and are
subject to NAO
audit.
BIS commissions
periodic reports
from PwC on
measurement
against strategic
objectives.

The Consolidated
Statement of Net
Operating Costs
by Departmental
Strategic
Objectives
reports
expenditure and
income against
each of the
Department’s
objectives.

Management
Board comprises
Permanent
Secretary,
Directors General
and Chief
Executives plus 4
non-executives.

Partial (For
BERR/BIS Salaries
and pension details
published for
Permanent
Secretary, Ministers,
Directors General
and non-execs.)

Partial.
(Remuneration
of Special
advisers (4) is
disclosed
according to
salary bands.)

Partial. (Total
spend published
but no detail
either in resource
accounts or on
the BIS website.)

Department
for Culture,
Media and
Sport
(DCMS)

Accounts prepared
and published to
HMT FReM, and are
subject to NAO
audit.

Net operating
costs and income
are subdivided by
departmental
strategic
objectives.
Details of grants
are given by
applicant.

DCMS Board
comprises
Permanent
Secretary,
Directors General
and 4 nonexecutives.
Register of
interests is
maintained.

Partial (Salaries
and pension details
published for
Permanent
Secretary, Ministers,
Directors and nonexecs)

Partial.
(Remuneration
of Special
advisers (2) is
disclosed
according to
salary bands.)

Partial. (Total
spend published
but no detail
given.)
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General
governance

Talent / 3rd
parties salaries

Financial
statements

Own staff salaries
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Procurement
contracts

Planned
investment /
new activities
Limited.
(Annual report
and resource
accounts give
2 year forecast
by objective.
Expenditure
plans were
published for
DTI up to 2002
but not since.)

Limited.
(Annual report
and resource
accounts give
limited data.)
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of expenditure
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General
governance

Government agencies / non-departmental public bodies
British
Accounts prepared
Not available.
Board comprises
Library
and published to
the Chairman and
HMT FreM, and are
the Chief
subject to NAO
Executive and 10
audit.
non-executives.
Chairman and
members of the
Board are all
appointed by the
Secretary of State
for Culture, Media
and Sport.
Register of
interests is
maintained.
Sport
Accounts prepared
Detailed lists of
Board comprises
England
and published to
awards and
the Chairman and
HMT FreM, and are Lottery grants are the Chief
subject to NAO
included as notes Executive and 7
audit.
to the financial
non-executives.
statements.
Chairman and
members of the
Board are all
appointed by the
Secretary of State
for Culture, Media
and Sport.
Register of
interests is
maintained.
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Own staff salaries

Talent / 3rd
parties salaries

Procurement
contracts

Planned
investment /
new activities

Extensive (Salaries
and pension details
published for
Chairman, Chief
Executive and the 6
Directors. Salary
distribution is
published in the
annual reports for all
salaries over £60k.)

Not available.

Partial. (Total
spend published
but no detail
given.)

Limited.
(Annual report
gives no data.
Website
indicates
action plan
without cost
data.)

Partial (Salaries
and pension details
published for
Chairman, Chief
Executive and the 8
Directors.)

Not available.

Not available.
Grants made to
related parties
are identified.

Limited.
(Annual report
gives no data.
Website
indicates
major projects,
particularly
London 2012
facilities with
summary cost
data.)
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Talent / 3rd
parties salaries

Financial
statements

Disaggregation
of expenditure

General
governance

UK Film
Council

Accounts prepared
and published to
HMT FReM, and are
subject to NAO
audit.

Detailed lists of
awards and
Lottery grants are
included as notes
to the financial
statements.
Grants made to
related parties
are identified.

UK Film Council
has a Board of 15
Directors and has
been established
as a private
company limited
by guarantee.
Board Directors
are all appointed
by the Secretary of
State for Culture,
Media and Sport.
UK Film Council
maintains a
publicly available
register of Board
Directors’
interests.

Partial (Salaries
and pension details
published for
Chairman, Chief
Executive Officer,
the Directors and 8
senior staff.)

Not available.

Not available.

Public
Accounts
Committee

n/a

n/a

Committee
members
published on
website.

Since all committee
members are MPs
their salary/pension
is public.

n/a
(meetings are
usually based
on NAO reports)

n/a
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56

Procurement
contracts

Planned
investment /
new activities
Limited.
(Annual report
gives no data.)

n/a
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Financial
statements
UK cultural sector
Royal
Audited financial
Opera
statements available
House
through Companies
House, but not
included in Annual
Report (as permitted
by Charity Law).

National
Theatre

Audited financial
statements in
Annual report.
Includes
expenditure and
funding details
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Disaggregation
of expenditure

General
governance

Expenditure
divided by seven
high-level spend
types within the
finance section of
the Annual
Report.

The strategic
direction and
control determined
by the Board of
Trustees. Trustees
are responsible for
appointment of the
Chief Executive
and senior
management
positions. Chief
Executive and
Executive Team
manage day-today operations.
Non-executive and
unpaid Board
responsible for
policy,
administration and
general control.
Board appoints an
Executive Director,
and is actively
involved in the
appointment of the
Executive.

Expenditure
classified in eight
categories, with
Production Costs
further subdivided into
seven further
cost types (e.g.
touring costs,
production build)
in the financial
statements.

Planned
investment /
new activities

Own staff salaries

Talent / 3rd
parties salaries

Not available

Not available

Not available

Limited.
(Some
qualitative
information
about plans for
future
performances,
nothing
specific or
quantitative.)

Partial. (Wages and
salaries identified at
a total level.
Staff numbers
earning >£60k
shown in bands.
Directors )

Limited.
(Overall spend
on Actors and
Musicians is
identified as a
percentage of
overall
production
costs.)

Not available

Limited. (Total
figure for
upcoming
building
transformation
project, along
with detailed
plans of the
work
available.)
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contracts

Transparency and accountability in public institutions

Arts
Council

2 July 2010

Financial
statements

Disaggregation
of expenditure

General
governance

Audited financial
statements
published with
breakdown
• Funding and
expenditure
• Figures broken
down by region,
recipient type
and expenditure
category

Expenditure
identified in
seven categories
within operating
review.
National Lottery
funding provided
to individual
projects identified
within National
Lottery Report,
along with
payment to date
against each
award.

A National Council,
comprising a Chair
and 16 nonexecutive
members,
considers the
strategic direction
of Arts Council
England. Council
members are
appointed by the
Secretary of State
for Culture, Media
and Sport.
The Arts Council
England Executive
Board is
responsible for
developing policy
and overseeing
activity.
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Own staff salaries
Extensive.
(Detailed
individually for
Executive members
Numbers of staff
earning >£60k given
in bands.)
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Talent / 3rd
parties salaries
Not available

Procurement
contracts
Partial. (All
awards funded by
the National
Lottery described
along with named
recipient and
value.
All past, present
and future
procurements
over the EU
threshold detailed
in procurement
portal.)

Planned
investment /
new activities
Partial.
(Three-year
plan published
• Nine
regional
plans in
addition to
overall
plan
• Outline
planned
investment
on four
key
initiatives)
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Financial
statements
UK media market
Channel 4
Audited financial
reports
• Breakdown of
expenditure and
funding
• Operating and
financial review
provides
overview of
financial
performance by
channel and
some analysis
against KPIs
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Disaggregation
of expenditure
Expenditure
classified
according to
Channel and
spend type
Breakdown of
Channel 4
expenditure into
eight categories
Output and
spend for some
key initiatives
identified in
Public Impact
Report.

2 July 2010

General
governance
Channel 4 is
governed by a
Board, with some
activities delegated
to relevant
committees. There
are in total 14
executive and nonexecutive
Board/committee
members.

Own staff salaries

Extensive.
(Personnel costs
published at total
levels.
Figures published at
individual level for
executive members
of the Board.)
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Talent / 3rd
parties salaries
Not available

Procurement
contracts
Not available.
(Channel 4 state
that they do not
have a preferred
suppliers list, and
information on
procurement
processes is not
available for
disclosure.)

Planned
investment /
new activities
Partial.
(Qualitative
overview of
priorities and
strategy
published.)
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Financial
statements

Disaggregation
of expenditure

General
governance

Audited financial
statements and
financial overview
• Performance
against financial
KPIs
• Performance
per media
stream at
channel level
Interim reports
published
throughout the year.

Expenditure
broken down into
Broadcasting and
online, ITV
Studios and other
costs.
Costs in each of
the above
categories are
broken down
further (e.g.
broadcasting and
online by
channel).

A board, consisting
of three executive
and five nonexecutive directors
are elected by
shareholders at
the first AGM
following their
appointment, and
subject to reelection at least
every three years.
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Own staff salaries
Extensive. Details
of executive
emoluments and
non-executive
directors’ fees
published.
Overall staff fees
given at a total level.
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Talent / 3rd
parties salaries
Not available

Procurement
contracts
Partial. (Costs of
distribution rights,
programme rights
and other
inventory is
included in the
financial
statements.
Audit fees for the
year are included
in the annual
report.)

Planned
investment /
new activities
Partial.
(Planned focus
going forward
discussed in
Operating
Review, with a
single
quantitative
target
identified.)
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BSkyB

Talent / 3rd
parties salaries

Financial
statements

Disaggregation
of expenditure

General
governance

Audited financial
statements and
interim financial
reports.

Expenditure
identified by:
• Programming
• Transmission,
technology
and networks
• Marketing
• Subscriber
management
and supply
chain
• Administration

Board comprising
fourteen directors,
identified and
nominated by a
Corporate
Governance and
Nominations
Committee.
A CEO is
responsible for the
daily operation for
BSkyB and
accountable and
responsible to the
Board for the
management and
operation of the
company.

Extensive.
(Directors’
emoluments
identified at
individual level,
along with
remuneration mix.
Employee salaries
disclosed as a total
figure.)

N/A

Partial. (Some
information about
the
acquisitioning,
commissioning
and production of
programme
content, including
programme costs
analysed by
genre.)

n/a

Sets out provisions
for the composition
of the board,
division of labour
on the board,
independence of
the board,
appointment to/reelection of the
board, and
performance
evaluation

Covers the level and
make-up of
remuneration and
the procedure for
determining
remuneration
packages for
directors

n/a

n/a

Contains extensive
financing, share
performance and
shareholder
information.

UK corporate sector
The
Information to be
Combined
provided in addition
Code on
to Listing Rules and
Corporate
Disclosure and
Governance Transparency Rules
and UK
Corporate
Governance
Code42

42
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Own staff salaries

Procurement
contracts

Planned
investment /
new activities
Limited. (No
details of
future plans
released.)

n/a

The UK Corporate Governance Code applies for periods commencing on or after 29 June 2010. The FRC Combined Code on Corporate Governance applies to
earlier periods.
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Disaggregation
of expenditure
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General
governance

Companies
Act 2006
rules on
directors’
remuneratio
n reports for
quoted
companies

Company’s share
performance in
comparison to
performance of
reference stock
market index has to
be included in the
report

n/a

Policy underlying
the determination
of directors’
remuneration to be
set out in the
report

BT Group
plc

IFRS (audited by
PWC)

IFRS

Annual report
covers e.g.
governance role of
the board and
reports by the
Audit Committee
and the
Nominating
Committee
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Own staff salaries
Requires detailed
information on
directors’
emoluments,
compensations,
share options, longterm incentive
schemes, pensions
and excess
retirement benefits
to be included in the
report
Annual report sets
out the
Remuneration
Policy including
detail on the
composition of
Directors’
remuneration and
actual remuneration
levels
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Talent / 3rd
parties salaries
Information on
sums paid to
third parties in
respect of a
director’s
services has to
be included in
the report

Procurement
contracts
n/a

Annual report
contains total
spend with 3rd
party suppliers.
BT work with
their suppliers to
improve their
performance and
to ensure that
human rights
standards are
met throughout
the supply chain.
BT’s website
contains general
commitments
towards suppliers

Planned
investment /
new activities
n/a

For example,
investment of
£1.5bn in
super-fast
broadband
and
investment
into local
exchanges in
several UK
regions
announced in
press releases
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Financial
statements
International PSBs
CBC/Cana
Full financial
da-Radio
statements and a
financial review
offering analysis
• Expenditure
• Public funding

RTE

Audited financial
statements
published in Annual
Report.

Talent / 3rd
parties salaries

Disaggregation
of expenditure

General
governance

Operating
expenditures
divided into nine
categories
• Combination
of service level
(e.g. TV) and
other costs
(e.g.
Corporate
Management)

In accordance with
the Broadcasting
Act, the Board of
Directors is
responsible for the
management of
the Corporation.
The Board is made
up of 12 members,
including the
Chair, President
and CEO, who are
appointed by the
Canadian
government.

Extensive.
(Individual executive
expenses published
quarterly
Board level
compensation paid
on an attendance
basis, with per
meeting fees and
total outlay
provided.)

Not available

Costs are divided
in three ways:
• Group costs
by source

ITV is governed by
an Authority, which
consists of sevennine members and
is elected by and
accountable to the
government

Extensive. (Group
staff costs identified
as total.
Emoluments for
individual Directors’
and RTE DirectorGeneral are
included in the
Annual Report.)

Not available

• Programme
costs by genre
• Operating
costs
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Planned
investment /
new activities

Procurement
contracts
Not available

Extensive.
(Rolling-four
year plan
published
annually
• Key
priorities/
initiatives
•

Not available

Financial
plan,
including
operating
overview)

Extensive.
(Annual plan
published,
including key
issues, budget
with forecast
expenditure /
revenue and
implementation
plans)
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Financial
statements

Disaggregation
of expenditure

General
governance

Financial review and
audited financial
statements
published in Annual
Report.

Expenditure
divided by
percentage
across eight
categories in
financial review.
Expenditure
further broken
down, with costs
identified at total
level for 23 cost
categories.

A board, of up to
seven Directors is
appointed by the
Governor-General
on
recommendation
of the
Government.

Own staff salaries
Partial. (Employee
salaries identified at
total level.
Directors’
remuneration
identified as a total,
and the number of
directors which fall
into remuneration
bands.
Performance based
pay given at total
level for executive
and non-executive
employees.)

Talent / 3rd
parties salaries
Partial. (Artist
fees, and
consultants and
contract labour
expenses are
identified at total
level.)

Procurement
contracts
Extensive.
(Spend with
consultancy
firms of over
$10,000AUD
individually
listed.
Spend on
suppliers
identified and
broken down
into six
categories.)

Planned
investment /
new activities
Partial. (Threeyear corporate
plan published,
containing:
• strategic
direction;
• measurement
criteria;
• objectives;
• revenue
forecast; and
• expenditure
information.)
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UK Public Sector

In this section we describe the general standards of transparency and accountability applicable to
Government departments covering the preparation of financial statements and accepted practice
and custom for governance arrangements. We also consider standards of disclosure of Directors’
remuneration, the role of the Public Accounts Committee and the relevant codes of practice that set
the standards expected of Ministers and Civil Servants.
We then consider the practical application of these standards in two departments: BIS and DCMS.
In particular we describe their reporting practice, their transparency on salaries, expenditure and
procurement (both in accounts and on websites) and their arrangements for accountability.
Finally in this section we describe the transparency and accountability practices of three of the nondepartmental public bodies sponsored by DCMS: the British Library, Sport England and the UK
Film Council.

B.1

General standards applicable to central Government

B.1.1 Preparation of Government financial statements
43

The Government Financial Reporting Manual (FReM) is the technical accounting guide to the
preparation of financial statements. It complements guidance on the handling of public funds
published separately by the relevant authorities in England and Wales, Scotland and Northern
Ireland. The Government FReM applies directly to:
•

all entities (‘reporting entities’), and to funds, flows of income and expenditure and any
other accounts (referred to collectively as ‘reportable activities’) that are prepared on an
accruals basis and consolidated within Whole of Government Accounts;

but not to
•

Local Government, those Public Corporations that are not Trading Funds, and NHS Trusts
and NHS Foundation Trusts.

The Treasury prepares Whole of Government Accounts (WGA) under FReM for the whole of the
UK public sector (central government, local government and public corporations) under section 9 of
the Government Resources and Accounts Act 2000. The Government’s aims in making the
commitment to WGA were to provide improved data for fiscal planning, to increase transparency
and to improve accountability to Parliament. WGA requires bodies within the public sector to
prepare data on a consistent basis, thereby improving the comparability of financial data. WGA is
intended to increase the completeness of public sector financial data through the inclusion of
provisions, contingent liabilities etc. and is independently audited and certified by the Comptroller &
Auditor General.

43

FINANCIAL REPORTING MANUAL 2010-11, HM Treasury, http://www.hmtreasury.gov.uk/d/2010_11_frem_full_version.pdf

© 2010 Deloitte LLP

65

Transparency and accountability in public institutions

2 July 2010

Non-departmental public bodies (NDPBs) that are incorporated as companies, or that have
charitable status, should comply with, respectively, the Companies Act 2006 or regulations issued
under charities legislation and, where applicable, the Statement of Recommended Practice (SORP)
Accounting by Charities issued by the Charity Commission (and, if they are both registered
companies and charities, with both the Companies Act 2006 and the Charities SORP). They also
follow the principles in FReM and provide the additional disclosures required by FReM (for
example, on notional costs and salary and pension entitlements) where these go beyond the
Companies Act 2006 or the SORP.

B.1.2 Governance
A Permanent Secretary is appointed as Accounting Officer of a department by HM Treasury and
answers personally to the Committee of Public Accounts. The terms of appointment of a
Permanent Secretary are as detailed in the corresponding letter of appointment.
Chief Executives of departmental executive bodies are also Accounting Officers.
A Secretary of State receives powers from HMT and answers to Parliament. The terms of
appointment of a Minister in charge of a department are as detailed in the corresponding letter of
appointment.
The responsibilities of an Accounting Officer, including responsibility for the propriety and regularity
of the public finances for which the Accounting Officer is answerable, for keeping proper records
and for safeguarding the Department’s assets, are set out in “Managing Public Money” as
published by HM Treasury.
The Corporate Governance code for central government departments44 states that “each
department should be managed by an effective board which, within the strategic framework set by
the minister (or, in the case of a non-ministerial department, by legislation), supports the head of
the department by advising ministers and taking ownership of the department’s performance”.
Membership of the Board should include: “independent non-executive members to ensure that
executive members are supported and constructively challenged in their role”.
The Board should ensure that effective arrangements are in place to provide assurance on risk
management, governance and internal control. In this respect, the board should be independently
advised by:

44

•

an audit committee chaired by an independent non-executive member;

•

an internal audit service operating in accordance with Government Internal Audit
Standards.

Corporate Governance code for central government departments, 2005 http://www.hmtreasury.gov.uk/d/daocorpgovernancecode.pdf
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B.1.3 FReM standard on disclosure of Directors’ remuneration
FReM echoes the Companies Act in requiring the preparation of a Remuneration Report containing
certain information about directors’ remuneration. Non-disclosure is acceptable only where
publication would:
•

Prejudice the rights, freedom or legitimate interest of the individual;

•

Cause or be likely to cause substantial damage or substantial distress to the individual or
another, and that damage or distress would be unwarranted; or

•

If a staff member makes a case for non-disclosure, which should be considered by the
employer on a case-by-case basis.

Where non-disclosure is agreed, the fact that certain disclosure has been omitted should be
disclosed.

B.1.4 Public Accounts Committee
The Public Accounts Committee45 (PAC) is appointed by the House of Commons to examine
accounts showing the appropriation of the sums granted by Parliament to meet public expenditure
and of such other accounts laid before Parliament as the Committee considers appropriate. The
PAC focuses on value for money by examining value for money reports prepared by the NAO.

B.1.5 Codes of practice
46

A Civil Service Code (CSC) was introduced on 6 June 2006 to outline the core values and
standards expected of civil servants. The core values are defined as integrity, honesty, objectivity,
and impartiality. A key change from previous values is the removal of anonymity within the core
values. The Code includes an independent line of appeal to the Civil Service Commissioners on
alleged breaches of the Code.
The Civil Service Management Code47 (CSMC) sets out the regulations and instructions to
departments and agencies regarding the terms and conditions of service of civil servants. It is the
guiding document which gives delegation to civil service organisations, from the Minister for the
Civil Service, in order for them to make internal personnel policies.
48

The Ministerial Code , first published in 1997 and updated in 2001, 2005 and 2007, sets out a
code of ethics and procedural guidance for Ministers.

45

46
47
48

For further information about the Committee of Public Accounts see:
www.parliament.uk/parliamentary_committees/committee_of_public_accounts.cfm
http://www.civilservice.gov.uk/about/values/cscode/index.aspx
http://www.civilservice.gov.uk/about/resources/csmc/index.aspx
http://www.cabinetoffice.gov.uk/propriety_and_ethics/ministers/ministerial_code.aspx
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B.1.6 Mechanisms to promote public sector transparency
Code of Practice on Consultation. The Government has had a Code of Practice on Consultation
since 2000 setting out how consultation exercises are best run and what people can expect from
the Government when it has decided to run a formal consultation exercise. The current version of
49
the Code aims to improve the transparency, responsiveness and accessibility of consultations,
and help in reducing the burden of engaging in Government policy development by restricting
consultations to occasions where there is real scope to influence policy outcomes.
Parliamentary Questions. Parliamentary questions have a significant role in the House of
Commons50. They allow Members of Parliament to hold the Government to account, using either
oral questions to Ministers in the Chamber of the House of Commons or written questions.
Questions oblige Ministers to explain and defend the work, policy decisions and actions of their
Departments, effectively forcing the disclosure of related information.
Freedom of Information51. The Freedom of Information Act 2000 (FOI) gives citizens the right to
request information held by public authorities unless there are good reasons to keep it confidential.
All public authorities and companies wholly owned by public authorities have obligations under the
Act. When responding to requests, they have to follow a number of set procedures. The treatment
of personal data is covered by the Data Protection Act52 1998 and The Privacy and Electronic
Communications (EC Directive) Regulations 2003.

B.2

Department for Business, Innovation and Skills (BIS)

B.2.1 Reporting
The Department for Business, Innovation and Skills (BIS) was created in June 2009 from the
merger of the Department for Business, Enterprise and Regulatory Reform (BERR) and the
Department for Innovation, Universities and Skills (DIUS). BIS published BERR 2008/09 annual
53
report and resource accounts which contain data on remuneration, pensions and expenses. BIS
54
also published the DIUS 2008/09 annual report with summary data on resource accounts and
limited summary data on remuneration.
The BIS report contains the Annual Departmental Report and the Consolidated Resource Accounts
for the year ended 31 March 2009. The Resource Accounts are presented to the House of
49
50
51
52

53
54

http://www.berr.gov.uk/files/file47158.pdf
http://www.parliament.uk/documents/commons-information-office/p01.pdf
http://www.ico.gov.uk/what_we_cover/freedom_of_information.aspx
Data Protection Act 1998 and The Privacy and Electronic Communications (EC Directive) Regulations 2003
http://www.statutelaw.gov.uk/legResults.aspx?LegType=All+Primary&PageNumber=19&NavFrom=2&activ
eTextDocId=3190610
http://www.bis.gov.uk/files/file52275.pdf
http://www.bis.gov.uk/assets/biscore/corporate/migratedd/publications/d/dius-annual%20report-2009.pdf
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Commons as required by the Government Resources and Accounts Act 200055. The Departmental
Report is presented to the House of Commons and both the Resource Accounts and the
Departmental Report are presented to the House of Lords.
The information contained in the Statement of Parliamentary Supply and associated Notes is based
on the Request for Resources information that forms part of the Parliamentary approval processes.
The Consolidated Statement of Net Operating Costs by Departmental Strategic Objectives reports
expenditure and income for each of the Department’s objectives.

B.2.2 Transparency
Scope
Breakdown of expenditure and income. The annual reports disclose expenditure and income for
each of the Department’s Strategic Objectives (DSOs) which are:
•

DSO 1: Promote the creation and growth of business and a strong enterprise economy
across all regions;

•

DSO 2: Ensure that all government departments and agencies deliver better regulation for
the private, public and third sectors;

•

DSO 3: Deliver free and fair markets, with greater competition, for businesses, consumers
and employees;

•

DSO 4: Ensure that Government acts as an effective and intelligent shareholder, and
provide a source of excellent corporate finance expertise within Government; and

•

DSO 5: Provide the professional support, capability and infrastructure to enable
departmental objectives and programmes to be successfully delivered.

Salaries and benefits. For BERR, a salary distribution is published in the annual reports for all
Senior Civil Service (SCS) staff. Ministerial and Director (Permanent Secretary, Directors General
and Chief Executives) salaries and pensions are detailed in the Remuneration Report. Ministerial
salaries are given in full for members of the House of Lords but incrementally for MPs (total salary
less their MP salary). The expenses claimed by the Management Team and details of
entertainment accepted are also published56. For DIUS, data is only published in summary in the
annual report. Due to DIUS no longer being a separate department it was not possible to verify
whether additional data on Ministerial and Director salaries and pensions were published
previously.
Procurement. The Department and it’s Executive Agencies spends over £500 million each year
on various activities, much of which, approximately 80%, is on services. Such services cover

55
56

Pursuant to chapter 20, section 6 (4) of the Government Resources and Accounts Act 2000.
http://web.mercury.hosting.eduserv.org.uk/assets/biscore/corporate/docs/d/dg-expenses-09-12-09.doc
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management and consultancy services, cleaning, facilities and travel. Details of this expenditure
are not routinely published, either in resource accounts or on the BIS website.
Objective
The Remuneration Report and senior staff salary distribution for BERR were published in
compliance with FReM. Details of expenses and entertainment were published voluntarily in the
interests of transparency.
The depth of data disclosed by BIS, both in its formal reporting and on its website, corresponds to
the defined reporting requirements.
Specifically Targeted Audience
The principal audience for the mandatory reporting is Parliament and particularly HM Treasury.
However, the Departmental Report and the Consolidated Resource Accounts are prepared so as to
be accessible to a wider, general audience by means of downloading from the website.
The primary medium of publication is the BIS website, although many formal reports are also
available in printed form. One issue encountered in the research for the present report was that
57
information from predecessor departments was not readily accessible .
Assurance
BIS resource accounts are prepared in accordance with FReM and independently audited and
certified by the Comptroller & Auditor General. Statistics published in the annual report are subject
to ONS standards and approval. Third party assurance around targets and objectives is provided
by consultants, for example the March 2009 report by PwC on RDA performance.
The Audit and Risk Committee provided independent advice to give assurance to the Management
Board on internal control issues, the Internal Audit work programme and the progress being made
in embedding risk management within the organisation. The Chairman also sat as a NonExecutive Board Member on the Management Board. The Audit and Risk Committee undertook a
review of performance against its terms of reference during 2008-09.
Internal Audit operated to requirements defined in the Government Internal Audit Standards.
Impact
Detailed publication of salaries and benefits to director-level civil servants does not appear to be
controversial. Details of expenses and entertainment accepted demonstrate additional depth of
disclosure.

57

BIS was formed by the merger of (most of) BERR and DIUS. Therefore a thorough review of transparency
and accountability issues required access to past DIUS reporting. A single DIUS report, the Departmental
Report for 2009, was available from the BIS website. A search for DIUS was always redirected to BIS and
there appeared to be no readily accessible online archive for other material.
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Debate
There does not appear to be any public debate on the scope or depth of information published by
BIS. However, requests under Freedom of Information Act 2000 (FOI) may be an indication of a
demand from stakeholders such as lobby groups, journalists and members of the public for further
disclosure. On the BIS website, information released under the FOI is made available “where the
information is of wider public interest”. Only two documents were listed for 2010 at the time of
writing as follows:
•

Hospitality received by BIS Ministers from October to December 2009 (all nil returns); and

•

Meetings by BIS Ministers with outside interest groups from October to December 2009
(an extensive list of meetings held; presumably previously unpublished information).

B.2.3 Accountability
BERR’s governance structure (as reported in the 2008/9 report) comprised the Management Board
and three Committees: the Executive Committee, the Operating Committee and the Audit and Risk
Committee. Members of the Management Board and Committees are Senior Civil Servants
appointed in accordance with the Civil Service Management Code and the Non-Executive Board
Members are recruited by open competition.
The current BIS Management Board aims to provide “corporate and management leadership in
delivering the policies and services decided by Ministers”. The main functions of the Board are to
ensure that objectives and targets are met, to monitor departmental performance, to manage
resources and to assess and manage risk. The Board meets monthly and comprises the
Permanent Secretary, Directors General, Chief Executives and Non-Executive Board Members.

B.3

Department for Culture, Media and Sport (DCMS)

B.3.1 Reporting
The Department for Culture, Media and Sport (DCMS) annual reports and resource accounts are
prepared and published according to HM Treasury guidelines (FReM), and are subject to NAO
audit.
As at 31 March 2009, DCMS was responsible for 54 public bodies and also shares responsibility
for Ofcom with BIS. These comprise: three public corporations, two public broadcasting
authorities, one executive agency (The Royal Parks), 46 NDPBs (35 executive NDPBs, 10 advisory
NDPBs and one Tribunal NDPB), plus two unclassified bodies which receive Exchequer funding
(Royal Household and Churches Conservation Trust). Over 95% of DCMS expenditure is
channelled through these bodies and details of the Grant-in-Aid expenditure are disclosed.
The NDPBs spend public money, from the Exchequer or from the National Lottery, and are
therefore accountable to Ministers and Parliament and operate within the framework of policies and
priorities developed by DCMS and agreed by Parliament.
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B.3.2 Transparency
Salaries and benefits. A pay grade distribution is published in the annual reports for all Civil
Service staff. Ministerial, Permanent Secretary, Directors General and non-executive director
salaries and pensions are detailed in the Remuneration Report. Ministerial salaries are given
incrementally for MPs (total salary less their MP salary) and are expressed as “full year equivalent”
where responsibilities are shared with other departments or where the role is part time.
The remuneration of special advisers, of which there were two during 2008/9, are disclosed by to
salary bands by the Cabinet Office.
Disaggregated expenditure and income. The annual reports disclose expenditure and income
allocated to each of the Department’s objectives which are:
•

DSO1 Opportunity: Encourage more widespread enjoyment of culture, media and sport;

•

DSO2 Excellence: Support talent and excellence in culture, media and sport;

•

DSO3 Economic Impact: Realise the economic benefits of the department’s sectors; and

•

DSO4 Olympics and sport for young people. Deliver a successful and inspirational
Olympic and Paralympic Games that provide for a sustainable legacy and get more
children and young people taking part in high quality PE and sport.

Gross expenditure and income for BBC is presented under the DSO statement. DCMS has an
Agreement with the BBC that provides for the payment of grant funding to the BBC. The
Agreement states that the Secretary of State shall pay to the BBC sums equal to the net Licence
Revenue. The grant paid is therefore the lower of:
•

licence fee income paid to the Consolidated Fund, less the DCMS management charge; or

•

the amount voted by Parliament.

Licence Revenue is due by licence fee payers to the BBC, which is then payable by the BBC to the
Consolidated Fund. DCMS acts as an agent of the Consolidated Fund in collecting Licence
Revenue from the BBC’s collecting agents and remitting it to the Fund.
Procurement. Details of expenditure on consultancy services and publicity are disclosed in
resource accounts, but no detail is presented.

B.3.3 Accountability
DCMS is managed by our Permanent Secretary, two Directors General, and three non-executive
Directors who make up the DCMS Board, together with three directors who have cross-cutting
remits. The Board is supported by four governance teams including an executive committee, made
up of the Directors. The Permanent Secretary leads the Department in order to achieve the
Secretary of State's objectives, chairs the DCMS Board and accounts to Parliament for
Departmental expenditure.
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The accountability to the public, Ministers and Parliament of the NDPBs sponsored by DCMS
derives from the appointment of Chief Executives by the Secretary of State and delegation of the
role of Accounting Officer.

B.4

British Library

B.4.1 Transparency
The published annual accounts provide a Statement of the Financial Activities (SOFA) of the British
Library. The Accounts are prepared in accordance with the Statement of Recommended Practice
(SORP) 2005 Accounting for Charities and the HM Treasury Financial Reporting Manual (FReM)
and are subject to NAO audit. There is no breakdown in the accounts of income and expenditure
by activity or strategic objective.
Salaries and pension details are published for the Chairman, the Chief Executive and the six
Directors. A salary distribution is published in the annual reports for all salaries over £60k.
With regard to procurement contracts, the total spend is published but no detail is given in the
accounts. The annual report gives no data on the following:
•

Talent/3rd parties’ employed salaries; or

•

Planned investments / new activities.

However, the website contains details of the major investment plans of the library.

B.4.2 Accountability
The British Library was established under Section 1(1) of the British Library Act 1972 (the Act) as
the national library of the United Kingdom. Section 1(2) of the Act placed it under the control and
management of the British Library Board, the duty of which is to manage the Library as a national
centre for reference, study and bibliographical and other information services, in relation both to
scientific and technological matters and to the humanities. The British Library is a Non
Departmental Public Body (NDPB) sponsored by the Department for Culture, Media and Sport and
has exempt charitable status. The British Library Board is not constituted as a Trustee Board;
however the Statement of Recommended Practice (SORP) 2005 Accounting for Charities
convention of referring to Trustees is followed in the Accounts.
The British Library Board comprises the Chairman, the Chief Executive and 10 non-executive
directors. The Chairman and members of the Board are all appointed by the Secretary of State for
Culture, Media and Sport. A register of interests is maintained.
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Sport England

B.5.1 Transparency
The English Sports Council (operating as Sport England) was established on 19 September 1996
by Royal Charter. Under the provisions of the National Lottery etc. Act 1993 (as amended), the
English Sports Council was licensed as the Distributing Body for the lottery funds allocated for
expenditure on or in connection with sport in England. The consolidated accounts are prepared, in
accordance with Article 14 of the Royal Charter and directions made by the Secretary of State for
Culture, Media and Sport on 29 April 2002.
The English Sports Council National Lottery Distribution Fund Accounts are prepared in
accordance with directions issued by DCMS on 29 April 2002 and in compliance with the provisions
of sections 34 and 35 of the National Lottery etc. Act 1993 (as amended), to report on the activities
and results of the Sport England Lottery Fund.
Accounts are prepared and published to HM Treasury FReM standards, and are subject to NAO
audit.
Detailed lists of awards and Lottery grants are included as notes to the financial statements. Grants
made to related parties are identified.
Salaries and pension details are published in the accounts for the Chairman, the Chief Executive
and the eight Directors.
The annual report gives no data on the following:
•

Talent/3rd parties’ employed salaries;

•

Procurement contracts; or

•

Planned investments / new activities.

The website indicates major projects, particularly London 2012 facilities, with summary cost data.
Sport England is subject to the Freedom of Information Act 2000.

B.5.2 Accountability
The Council has an Executive Management Team comprising the Chief Executive and Directors
charged with day-to-day management, ensuring that operational and financial controls are
operating effectively, monitoring progress against operational plans, budgets and targets and other
major issues affecting the Council's activities. The Board comprises the Chairman and the Chief
Executive and eight non-executives. The Chairman and members of the Board are all appointed by
the Secretary of State for Culture, Media and Sport.
Sport England maintains a register of the interests of its Board and Committee Members. Subject
to the agreement of individual members this register may be viewed, by appointment.
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UK Film Council

B.6.1 Transparency
Accounts are prepared and published to HMT FReM, and are subject to NAO audit.
The annual report is presented to Parliament by the Secretary of State for Culture, Media and Sport
in pursuance of section 34(3) of the National Lottery etc. Act 1993 (as amended) and accounts
presented to Parliament by the Secretary of State for Culture, Media and Sport on behalf of the
Comptroller and Auditor General in pursuance of section 35 (5) of the National Lottery etc. Act
1993 (as amended).
Detailed lists of awards and Lottery grants are included as notes to the financial statements. Grants
made to related parties are identified.
Salaries and pension details published for the Chairman, the Chief Executive Officer, the Directors
and eight senior staff. UK Film Council maintains a publicly available register of Board Directors’
interests.
Annual report gives no data on the following:
•

Talent/3rd parties’ employed salaries;

•

Procurement contracts; or

•

Planned investments / new activities.
58

The website states that: “As a publicly funded body the UK Film Council is fully committed to
procuring services and supplies in accordance with the Public Contracts Regulations 2006.”

B.6.2 Accountability
As the Government-backed lead agency for the film sector, the UK Film Council aims to ensure
that the economic, cultural and educational aspects of film are effectively represented at home and
abroad. They invest Government grant-in-aid and Lottery money to deliver benefits to the industry
and the public.
UK Film Council has a Board of 15 Directors and has been established as a private company
limited by guarantee. Board Directors are all appointed by the Secretary of State for Culture, Media
and Sport.

58

http://www.ukfilmcouncil.org.uk/procurement
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Barts and The London NHS Trust

Governance. Barts and The London NHS Trust covers three hospitals – St Bartholomew’s (Barts)
in the City, The Royal London in Whitechapel and The London Chest in Bethnal Green. The Trust
Board is accountable for setting the strategic direction of the Trust, monitoring performance against
objectives, ensuring high standards of corporate governance and helping to promote links between
the Trust and the local community. The Board has 12 members – the Chairman, the Chief
Executive, four full-time executive directors and six part-time non-executive directors. There are
currently two vacancies. The annual accounts are audited by Grant Thornton.
Procurement. The Procurement and Supplies Department within Finance and Investment
Directorate, is responsible for the management, acquisition and supply of equipment, materials and
services required; ensuring that the purchases and supplies are consistent with the policy
framework laid down by the Trust. These activities include:
•

Sourcing; Supplier and contract management;

•

Materials management (now via Carillion as PFI partner);

•

Purchase requisitioning/ordering;

•

Goods receipt and distribution (now via Carillion as PFI partner); and

•

eCommerce (electronic trading).

Operating expenses are primarily staff costs (55%), clinical supplies and services (20%) and PFI
payments (8%). Consultancy services represent 1.4% of total costs (up from 0.3% in 2007/8) and
are broken down by category to explain the rapid growth.
Remuneration59. The Chief Executive is appointed by the Chairman and Non Executive Directors
and their performance and contract are reviewed annually in the Trust's appraisal process.
Remuneration for the Chief Executive and Executive Directors is determined annually by the
Remuneration Committee. Remuneration of the Chairman and Non Executive Directors is
determined by the Secretary of State for Health. Senior manager contracts are open-ended with a
minimum of six months' notice of termination. The Remuneration Report lists salaries in bands of
£5,000 for all (22) Directors in the Trust subject to consent to disclose under the Data Protection
Act. Pension benefits are disclosed for all Directors except Non Executives who do not receive
pensionable remuneration.
Planned investments60. The operating budget for the coming year is presented, objectives for the
year are described and the investment programme to achieve the objectives is detailed.
59

60

Barts and The London NHS Trust Annual Report 2008/09
http://www.bartsandthelondon.nhs.uk/docs/annual_report_summary_accounts_200809_final_with_signatures.pdf
Barts and The London NHS Trust Summary 2009/10 Annual Plan, April 2009
http://www.bartsandthelondon.nhs.uk/docs/tb_38-09a.pdf
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Freedom of Information. The Freedom of Information Act 2000 (FOI) was implemented from 1
January 2005 gives people the right to access information held by the Trust. Barts and The London
NHS Trust has produced a Publication Scheme61, which is a guide to information routinely
published by the Trust. It is a description of the information that the Trust makes publicly available.
62
The lists and registers available include the following:

61

62

•

Capital Asset Register;

•

Remuneration report and Trust Directors’ salaries and allowances;

•

List of top 20 contractors / suppliers, based on amount spent by the Trust;

•

Declaration of interests of Trust Board members and Directors;

•

Trust Directors’ allowances and expenses; and

•

Register of Gifts and Hospitality provided to Board members and senior personnel.

http://www.bartsandthelondon.nhs.uk/aboutus/publication_scheme.asp Barts and The London NHS Trust
Publication Scheme is based on the Health Bodies (England). The model publication scheme, produced by
the Information Commissioner’s Office (ICO). http://www.ico.gov.uk
http://www.bartsandthelondon.nhs.uk/aboutus/lists_and_registers.asp
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UK cultural sector

Royal Opera House

C.1.1 Transparency
Scope
The Royal Opera House makes limited information available in the public domain. An Annual
Report is available via their website. This document focuses significantly on performances which
have occurred throughout the year, and information relating to audiences.
The Royal Opera House is partially funded through the Arts Council England, with further funding
generated through philanthropy and commercial activity. There is some high-level financial
information included in the Annual Report, including specific reference to public investment.
Financial statements are submitted to Companies House annually, but these are not made
available to the public directly from the Royal Opera House.
The control of the Royal Opera House is determined by the Board of Trustees. The Chief
Executive, with the assistance of the Executive Team, manages day-to-day operations.

Objective
The objective of the Annual Report appears to be to show appreciation to sponsors and donators to
the Royal Opera House, with specific thanks made to them from the Board of Trustees in the
report. The report also focuses on Participation and Enrichment initiatives it had been involved in,
showing where public value had been created. Financial statements are prepared for purposes of
submission to Companies House.

Depth
High-level financial information was available, including a breakdown of Income into six categories
and Costs in seven categories. Personnel spend was not identified as a standalone category, and
so even a total figure was unavailable. Details of service procurement or future investment plans of
the Royal Opera House was not available.
Financial statements
Audited financial statements are submitted by the Royal Opera House to Companies House
annually. Within the Royal Opera House annual report, some financial figures are given at a very
high level, including expenditure divided into the following categories: performance, education and
outreach, premises and depreciation, marketing and publicity, management and administration,
fundraising, house management and other. This reflects the fact that charity law permits
separation of the trustee’s report and financial statements.
General governance
The Royal Opera House takes its direction and control by a Board of Trustees, consisting of 16
people. The Trustees are responsible for the appointment of the Chief Executive, as well as the
most senior management positions.
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The roles of the Board of Trustees, as well as the Chief Executive and Executive team are defined
at a high level within the Royal Opera House’s Annual Report. Members and roles within the
following boards and committees are named within the Annual Report:
•
•
•
•
•
•
•
•

Board of Trustees
Executive Management Team
Development Committee
Engagement, Education and Access Committee
Finance and Audit Committee
Foundation Advisory Circle
Nominations Committee
Remuneration Committee

Own staff salaries
Remuneration is included in the Royal Opera House’s financial statements, with costs in this area
broken into four categories, but all at a total level. Directors’ remuneration is not detailed in the
financial statements. This reflects the difference between trustees and executive directors in
charities.
Talent / third parties employed salaries
Details of performers’ salaries are not published by the Royal Opera House.
Procurement contracts
The Royal Opera House does not publish details of their procurement contracts.

Planned investments / new activities
Although there is a calendar of upcoming events available on the Royal Opera House website, no
details of the investments associated with these activities is published.

Specifically Targeted Audience
The information made available through the Annual Report appeared to be directed at supporters
of the Royal Opera House. The information was made available through the Royal Opera House
Annual Report.

Assurance
Although the members of the Finance and Audit and Remuneration committees are named within
the Annual Report, their roles are not defined. Financial statements submitted with the Annual
Report are audited.

Debate
There has not been any debate surrounding the disclosure of information by the Royal Opera
House.
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C.1.2 Accountability
Legal duties
As a registered charity, the Royal Opera House is required by The Charities Act 1993 to file a
Trustees’ Annual Report together with audited financial statements with the Charity Commission. It
is a requirement that the Trustees’ Annual Report includes a review of the significant activities
undertaken by the charity during the relevant financial year to further its charitable purposes for the
public benefit or to generate resources to be used to further its purposes including details of:
“(i) the aims and objectives which the charity trustees have set for the parent charity and its
subsidiary undertakings in that year;
(ii) the strategies adopted and the significant activities undertaken, in order to achieve those aims
and objectives;
(iii) the achievements of the parent charity and its subsidiary undertakings during the year,
measured by reference to the aims and objectives which have been set ...”63
Under Company law, The Royal Opera House is also required to submit audited financial
statements to Companies House.

‘Corporate’ requirements
Although no details of their roles were available, the Royal Opera House has Committees set up to
govern:
•
•
•
•
•
•

Remuneration;
Engagement, education and access;
Finance and audit;
Foundation advisory;
Nominations; and
Development.

It is expected that there are reporting requirements surrounding these activities, although it unclear
what of this is made publically available.

External stakeholder requirements
The Royal Opera House operate mainly on funding from charitable donations and public money via
the Arts Council. They are therefore accountable to both the Arts Council and those who they seek
donations from to demonstrate the public good generated from money invested.

63

Part 5 of the Charities (Accounts and Reports) Regulations 2008
http://www.opsi.gov.uk/si/si2008/uksi_20080629_en_6#pt5
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The National Theatre

C.2.1 Transparency
Scope
The National Theatre’s Annual Report contains details of:

•
•
•
•

Performances, exhibitions and other activities;
development and fundraising, including a list of all supporters;
Structure and governance; and
Financial review and statements.

Objective
As a registered company and charity, the National Theatre have reporting obligations they must
adhere to. In addition to this, they appear to want to give their supporters thanks and recognition.

Depth
Financial statements
Income and expenditure is detailed in the Annual report, broken down into five and eight categories
respectively. Some of these categories are further broken down. For example, Production Costs is
further sub-divided into seven categories:
•
•
•
•
•
•
•

Performance running
Touring costs
Co-production fees
Directors, writers and designers
Planning and direction
Production build
Actors and musicians

The cost of charitable activity and support is analysed within the financial statements. This consists
of five high level costs; Performance – NT, performance – touring, discover, research and
development and amplification. Each of these categories is then further broken down into subcategories. For example research and development expenditure is divided into three categories;
NT studio, commissioning new scripts and associates and other research and development.
General governance
Details of the non-executive and unpaid governing body are given within the Annual Report, this
includes details of their roles, how often it meets, the limits of its responsibilities. The following
committees are also identified and their role defined:
•
•
•
•

Finance and Audit Committee (including remuneration)
Nominations Committee
Development Council
Discover Committee
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The Executive, who work closely with the Heads of Departments, are also identified in the Annual
Report.

Own staff salaries
The Staff Costs and Numbers section of the Annual Report shows wages and salaries, social
security costs and other pension costs at a total level and breaks down Average Full Time
Equivalents into eight functional categories. The report also shows the number of staff earning over
£60,000 per annum, broken down into nine categories.
Within the Directors’ emoluments section of the financial statements, it is stated that no Directors
received emoluments during the previous financial year. Expenses for travel and entertainment
were given as a total, with the statement that they had been incurred by one director, but this
individual was not named.
Talent / third parties employed salaries
The cost of actors and musicians is identified as a percentage of total production costs, however
there is no further breakdown of this figure by individual or production.
Procurement contracts
The National Theatre include in their financial statements a list of those capital commitments which
are approved and contracted at year end. Total figures are given for three initiatives, with a further
total figure allocated for other commitments.

Planned investments / new activities
Although a detailed outline of the National Theatre’s plan for building conservation is available
online, only a top level budget figure is identified.

Specifically Targeted Audience
The information published in the Annual Report appears to be targeted at demonstrating value to
the Arts Council and other supports of the National Theatre; it also serves to meet legal reporting
requirements. The information was made available through the National Theatre Annual Report.

Assurance
The National Theatre has an internal Finance and Audit Committee, to which members are
appointed by and from the Board. At five times during the year, they meet to review financial
performance, and conduct an annual review of matters relating to the preparation and production of
the annual financial statements. The National Theatre’s financial statements are accompanied by
an independent Auditors’ report.

Debate
There has not been any debate surrounding the disclosure of information by the Royal Opera
House.
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C.2.2 Accountability
Legal duties
As a registered charity, the National Theatre is required by The Charities Act 1993 to file a
Trustees’ Annual Report with the Charity Commission. The same duties apply as in the case of the
Royal Opera House.
Under Company law, The National Theatre is also required to submit audited financial statements
to Companies House.

‘Corporate’ requirements
Details of the internal meeting and reporting structures are given in the ‘structure, governance and
management’ section of the annual report, however the specific information reported at each stage
is not identified.

External stakeholder requirements
The National Theatre is partly funded through individual donations and public money via the Arts
Council. They are therefore accountable to both the Arts Council and those from whom they seek
donations to demonstrate the public good generated from money invested.

C.3

Arts Council

C.3.1 Transparency
Scope
Within the Arts Council Annual Review detailed information is provided regarding:
•

Performance of the Arts Council – a qualitative description of the activities of the Arts
Council throughout the year.

•

National Lottery report – which outlines the distribution of National Lottery funding,
including details of the individual recipients and value of awards.

•

Financial statements – including a breakdown of funding and expenditure, figures are
broken down by region, by type of recipient and by expenditure category.

•

Remuneration Report – which details individual Council members and executive
directors’ remuneration.

In addition to the Annual Review, the Arts Council has published a copy of its 2008-2011 plan,
which identifies key areas of focus, and at a high level outlines how a total budget will be allocated
to the key initiatives planned, such as London 2012. There is also an individual plan for each of the
regions.
The Arts Council also releases information concerning funding and expenditure plans on an ad-hoc
basis through its website. This information is usually at a total level. A recent example of this is the
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announcement of the Art Council’s plans for coping with budget cuts related to the recession,
where it identifies four key cost saving initiatives and figures associated with some of these at a
total level.

Objective
The objective for providing this degree of information is not explicit. Certain elements of the Annual
Review clearly identify where they are demonstrating performance against official commitments to
the sponsoring department, the Department for Culture, Media and Sport (DCMS) associated with
the Arts Council funding agreement. These commitments are measured against non-financial
targets in the following areas:
•
•
•
•
•

Excellence;
Reach;
Diversity;
Engagement; and
Innovation.

Depth
Financial statements
Full financial statements are included in the Arts Council Annual Report. Within the grant-in-aids
report, income and funding are both broken down according to a number of criteria, including
region and recipient type. A complete list of declared Council member interests is published on an
individual basis is included as a note to the grant-in-aid accounts.
Financial statements are included within the National Lottery report. Funding allocated is also
identified at a project level, for example where the Royal Shakespeare Company had received 60%
of a £55.8m award for the redevelopment of the Royal Shakespeare Theatre in Stratford-uponAvon. The funding allocation and short description of 19 projects were included in the 2008 Annual
Report. Specific consideration is also given to the costs associated with Lottery administration, with
annual totals compared over time.
General governance
Details of the Art Council governance structures were outlined within a Statement of Internal
Control the Annual Report, including the naming of individual Council members and executive
directors.
Own staff salaries
The Arts Council’s remuneration report includes details of Council members and executive
directors’ remuneration. This includes a breakdown of executive directors by name and their
Salary, Pensions and Bonus, along with a further Pension breakdown. In addition to the
remuneration report, the number of employees whose remuneration including redundancy
exceeded £60,000 for the year is detailed in the Annual Review in bands. Expenses and pension
details are also provided at a total level.
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Talent / third parties employed salaries
No details of this nature are made available through the Arts Council.
Procurement contracts
The Arts Council, through a dedicated procurement portal, provides access to the Contract Award
Notice for each of their individual procurements which exceed the EU threshold. This includes a
description of the services procured and value of contract award.
The Arts Council also publish the details of National Lottery award recipients and values.
Planned investments / new activities
The plans of the Arts Council going forward are outlined in a plan for 2008-2011. This document
discusses key initiatives and for some initiatives identifies expected investment, for example
“Investing £7m in Artists Taking the Lead”, which forms part of the Arts Council’s plans for London
2012. The inclusion of financial information in these planning documents appears to be on an ad
hoc basis. Individual documents of the same nature exist for each of the nine regions in which the
Arts Council operates.

Specifically Targeted Audience
Information disclosed also addresses the high level of scrutiny which the Arts Council faces in
spending public money, particularly around the allocation of funding. It also demonstrates to DCMS
performance against the Arts Council’s official commitments under the funding agreement between
the parties. The Arts Council are also legally required to publish an Annual Report, including
financial statements. The information is made available in the Art Council’s Annual Review and
2008-2011 plan, as well as throughout their website.

Assurance
The financial statement and sections of the remuneration report in the Annual Review is
accompanied by a Certificate of the Comptroller and Auditor General to the Trustees of Arts
Council England. An audit committee is in place, with responsibility for overseeing the internal and
external audit process.

Impact
The Arts Council often finds itself subject to high levels of scrutiny around the use of public funds. A
recent example being the costs associated with London 2012 initiatives. The information it provides
regarding spend is therefore accompanied by significant defence of investment in the arts and
demonstration of where it delivers public value.
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C.3.2 Accountability
Legal duties
Under the Charities Act 1993, the Trustees and Chief Executive as Accounting Officer are
responsible for preparing the Trustees’ report and management commentary, which includes the
remuneration report, and the financial statements
The National Lottery etc Act 1993 (as amended by the National Lottery Act 1998) also requires the
Arts Council to prepare a statement of accounts for the financial period in the form and on the basis
directed by the Secretary of State for Culture, Media and Sport. This applies further requirements
to the Arts Council, over and above those applicable to other charities, and more closely resemble
those required of central government departments.

Regulatory requirements
Under the Freedom of Information Act Model Publication Scheme, the Arts Council is committed to
“Proactively publish or otherwise make available as a matter of routine, information, including
environmental information, which is held by the authority and falls within the classifications
below...who we are and what we do, what we spend and how we spent it, what our priorities are
and how we are doing, how we make decisions, our policies and procedures, lists and registers
[and] the services we offer”

‘Corporate’ requirements
Through their funding arrangement with their sponsoring body, DCMS, the Arts Council is required
to report against the commitments laid out in this agreement, including non-financial performance
targets, such as engagement, diversity and innovation.

External stakeholder requirements
The Arts Council is held to account for the use of public money, and is expected to demonstrate
value to tax-payers.
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UK media market

Channel 4

D.1.1 Transparency
Scope
The Channel 4 Annual Report includes:
•

Audited financial statements – key financial data along with reports from the members
and auditors and an Operating and Financial Review.

•

Corporate Governance Statement – outlining the roles and responsibilities of the Board,
the guidance under which they must operate and provides information on internal control,
committees and information on individual members.

•

Members’ Remuneration Report – outlining the policy and individual values for
remuneration of executive members of the Board.

•

Public Impact Report – this document was introduced into the 2008 Annual Report, for
purposes of demonstrating the impact of Channel 4’s activities on society and citizens. This
report assesses Channel 4 initiatives, such as nurturing new talent and challenging people
to see the world differently through innovative programming, according to their scale and
impact.

Channel 4 offers an area of their website specifically for dealing with the FOIA. This informs users
of how they can make a request under the Act and sets of some answers to pre-empted questions
categorised into the following classes:
•
•
•
•
•
•
•

Who we are and what we do;
What we spend and how we spend it;
What are our priorities and how are we doing;
How we make decisions;
Policies and procedures;
Lists and registers; and
The services we offer.

The responses to these pre-empted questions most often point users towards the relevant section
of the Annual Report document, or other Channel 4 published policies.
Channel 4 has also made available in June 2007 a report outlining
•
•
•

“What we do;
What we are for;
How we intend to achieve our ambitions;
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Our future priorities; and
A public service organisation for the future”

The purpose of this report is to present the findings of a review of Channel 4’s role and purposes
as a public service broadcaster following the outcome of financial analysis of Channel 4 conducted
by Ofcom. The report aims to help inform the Government and Ofcom processes taking place to
examine the future of public service broadcasting beyond the BBC.

Objective
Channel 4 aims to provide viewers and stakeholders with a clearly articulated analysis of why it
does what it does, in the context of public service broadcasting scrutiny of Ofcom and the Digital
Britain review.
It does this not only through the Public Impact Report, but in providing reporting at a higher level
than that required of it by law or regulation, in the form of its Corporate Governance Statement and
Remuneration Report.

Depth
Financial statements
Channel 4 prepares audited financial statements for inclusion in their Annual Report. This includes
analysis of expenditure and income at the channel level, details of accounting policies applied and
divided by type of expenditure (e.g. programme commissioning, corporate and strategy).
Channel 4 also includes in their Public Impact report details of expenditure on the various initiatives
it has completed throughout the year.
General governance
Channel 4’s corporate governance statement, within its Annual Report, is developed above the
level to which it is required to include in their Annual Report by law, and sets out:
• The Board – their role, their commitment and matters with which they deal;
• Statement of members responsibilities;
• The roles of the Chairman and Chief Executive;
• Senior independent member;
• Board member and executive nominations;
• Professional development;
• Performance evaluation;
• The Corporation Secretary;
• Board meetings;
• Internal control;
• Committees – Remuneration, Audit, budget, content; and
• Reporting and requirements.
Own staff salaries
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The individual salaries and other compensation for executive members of the Board are laid out
within Channel 4’s remuneration report. This report is in excess of the legal and regulatory
requirements Channel 4 face in its annual reporting.
Costs of other personnel are outlined at a total level within the financial statements. The number of
employees operating within each of the expenditure categories is also identified in the financial
statements.
Talent/third parties’ employed salaries
This information is not officially made available by Channel 4, although in the past information
regarding the contracts of some of its talent has been leaked to the press. Details of the costs of
Channel 4’s development programme 4 Talent are outlined within the Annual Report, however
although this programme is designed to develop new talent, the report does not show the
proportion of investment paid in salaries.
Procurement contracts
Channel 4 commissions programmes from more than 300 independent production companies in
the UK every year, however it does not have a list of preferred or approved companies. Information
on surrounding procurement and tendering procedures is not disclosed.
Planned activities / new activities
The ‘Next on 4’ report outlines the future priorities of Channel 4 in the context of its role as a public
broadcaster. This report gives a high level of qualitative description of the value Channel 4 believes
it can bring to the British public, and the ways in which it expects to deliver value. Although the
report makes proposals regarding the structure of finance to Channel 4, it does not identify any
specific financial plans going forward.

Specifically Targeted Audience
Channel 4 generates a large amount of information in order to demonstrate their value to the
public. They do this in part to address their wish to be open with viewers and stakeholders through
the release of information, but also in order to communicate to Ofcom and the Government on the
value they deliver. The information released by Channel 4 comes mainly in its Annual Report, but
also in its ‘Next on 4’ report and through publication of information to its website.

Assurance
The financial statements and Remuneration Report released within the Annual Report has been
audited and an Auditor’s report included in the body of the report. An Independent Assurance
Report has also been carried out on the Public Impact Report, and is included in the Annual
Report.

Impact
Channel 4 has recently been in a position of having to demonstrate public value, as Ofcom carried
out a review as to whether it should receive public funding through the licence fee. Its efforts in this
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area are evidenced in the inclusion of information about Channel 4 in Ofcom’s Public Service
Broadcasting Report 2009.
There have also been some statements in the press regarding information which is to be published
in the 2009 Members’ Remuneration Report surrounding the salary of the former Chief Executive of
Channel 4.

Debate
Following a March 2010 select committee review of Channel 4, it was criticised for using
accounting rules to avoid disclosing the actual amount involved in a failed digital radio strategy, for
a lack of transparency in how it accounted for its digital channels and for its unwillingness to
publically disclose its profit and loss channel by channel.64

D.1.2 Accountability
Legal duties
Channel 4 is required to prepare the Annual Report and the financial statements in accordance
with applicable law and International Financial Reporting Standards (IFRS) as adopted by the EU.

Regulatory requirements
Channel 4 is required to meet the obligations imposed on C4 by Schedule 9 of The
Communications Act 2003 (The Act). The Act requires Channel 4 to submit proposals to Ofcom
detailing the arrangements under which it proposes to secure, so far as reasonably practicable,
that all significant risks to the primary function are identified, evaluated and properly managed. The
arrangements secure the following objectives:
•

•

64

“So far as reasonably practicable, secure that all significant risks that their other activities will
have an adverse effect on the carrying out, during the relevant licence period, of their primary
functions are:
a) identified;
b) evaluated; and
c) properly managed.
The transparency objectives of securing:
a) an appropriate financial and organisational separation between the activities of the
Corporation that relate to the carrying out of their primary functions and their other
activities; and
b) an appropriate degree of transparency in financial and other reporting where resources are
shared between separate activities or where there is some other financial or practical
connection between otherwise separated activities.”

http://www.guardian.co.uk/media/organgrinder/2010/mar/22/channel-4-select-committee-review, accessed
18 May 2010
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‘Corporate’ requirements
Channel 4 publish, within their Annual Report, a Corporate Governance Statement as if the
company were required to comply with the Listing Rules of the FSA in these matters and a
Members Remuneration Report as if C4 were required to comply with the requirements of
Schedule 7A to the Companies Act 1985.
In addition, from 2008, Channel 4 have introduced their Public Impact Report, to demonstrate value
added to the public through their activities throughout the year.

External stakeholder requirements
Channel 4 is held accountable to its Public Service remit by way of their reporting to Ofcom.

D.2

ITV

D.2.1 Transparency
Scope
ITV’s dedicated investors website contains information about the company, including details of
governance, company history, share price, responsibility efforts and financial performance.
The ITV Annual Report, accessible through this site, includes:
•
•
•
•

Business review – including an operating review, outlined risks, stakeholders, KPIs and
financial review;
Governance review – including overview of Board of Directors and Corporate Governance,
Audit Committee report and remuneration report;
Financial statements; and
Breakdown of significant activity by month throughout the year.

Objective
This information is listed online in order to inform shareholders and potential investors of ITV’s
performance. ITV are also required to release some of this information in order to meet their legal
and regulatory obligations.

Depth
Financial statements
The ITV Annual Report contains both a directors’ financial review and audited financial statements.
Within these statements, expenditure is broken down according to the areas of business:
•
•

Broadcasting & Online - sub-divided by channel
ITV Studios – sub-divided into UK production, Resources, International production,
Distribution and exploitation
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Total operating costs are identified as falling into three main categories; staff costs, depreciation,
amortisation and impairment and other operating costs. Each of these categories is further subdivided.
General governance
ITV’s Annual Report identifies all members of the Board of Directors, with their committee
membership, external appointments and previous experience.
Within the Corporate Governance statement, the report describes how the Company has applied
the main principles of section 1 of the Combined Code:
• The Board – outlines composition and appointments, roles, tenure, outside commitments,
role and terms of engagement of non-executive directors, professional advice and
insurance and indemnities available to directors.
• Conflicts of interest – describes the process by which conflicts of interest are dealt with
by the board.
• Board effectiveness – describes the process by which board effectiveness is measured,
and how induction and continuing professional development are approached.
• Relations with shareholders – describes the interaction which takes place with
shareholders throughout the year.
• How the Board operates – identifies the meetings, responsibilities, committees and
individual board member attendance at each of these, throughout the year.
Own staff salaries
Total staff costs for the following categories are included in the financial statements:
• Wages and salaries
• Social security and other costs
• Share-based compensation
• Pension costs
In addition to this, ITV’s Annual Report includes a Remuneration report, comprising five sections:
• Committee overview – introduces the members of the Remuneration Committee and the
role of the Committee.
• Remuneration policy – outlines the key principles on which ITV’s remuneration policy is
based, along with components of reward and shareholder alignment.
• Delivering remuneration policy – identifies the processes by which remuneration is
identified and performance targets are measured.
• Non-executive directors – states the role of the non-executive directors, and fees
payable by role (e.g. Board member, Senior Independent Director).
• Detailed audited disclosures – detailed breakdown of individual emoluments for each
executive and non-executive director, along with their share options, pension entitlements
and interests.
Talent/third parties’ employed salaries
The individual costs of talent to ITV are not directly published by the company, although they are
sometimes leaked through other sources.
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Procurement contracts
The cost programme rights and other inventory is divided into six categories within the financial
statement, this includes:
• Commissions
• Sports rights
• Acquired films
• Production
• Prepayments
• Other
Audit and non-Audit fees paid to the ITV’s auditors are broken down into those which are
associated with the audit of the annual accounts, and other services delivered throughout the year
by the auditors.
Planned activities / new activities
The ITV Annual Report includes a ‘Forward Look’, which outlines how ITV forecasts the market will
perform in the next financial year, and describes some of the actions they are planning.
Broadcasting and Online and ITV Studios are considered separately in this report. A planned
Strategic Review is also introduced. There is however no financial details of planned investment,
only forecast revenues.

Specifically Targeted Audience
ITV disclose information targeted at its shareholders and potential investors. ITV is also required to
report to Ofcom on its performance against quotas and commitments laid out in its licence
conditions, and to meet its other legal reporting requirements as a listed company. Information is
released through ITV’s Annual Report, and within their Investor’s website.

Assurance
ITV have an internal Audit committee, made up of non-executive directors, in line with The Code.
An independent Auditors report on the Consolidated and Company financial statements has been
included in Annual Report.

Impact
As a publically listed company, ITV is subject to analysis and speculation as a result of information
published, particularly financially. They have also suffered from negative press surrounding the
Directors’ Remuneration Report (Guardian.co.uk, 04/05/10)

Debate
There does not appear to be any debate surrounding the level of information disclosed by ITV.
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D.2.2 Accountability
Legal duties
•
•

Company law requires directors to prepare Group and parent company financial
statements for each financial year.
Under applicable law and regulations, the directors are also responsible for preparing a
Directors’ Report, Directors’ Remuneration Report and Corporate Governance Statement.

Regulatory requirements
As a publically listed company, ITV is subject to the requirements of the Combined Code on
Corporate Governance adopted by the Financial Reporting Council, as described in detail in the UK
Corporate Sector section of this report.
ITV are also subject to licence conditions overseen by Ofcom, and must report against their quotas
and commitments regarding the type of output on the channel and accessibility. For this reason,
ITV1, as a public service channel, is also required to publish an annual statement of programme
policy and review of performance.

‘Corporate’ requirements
In addition to internal disclosure requirements which form part of ITV’s governance structure, as a
publically listed company, ITV will be held accountable by their shareholders and must make
adequate information available to them to maintain demand for shares.
Under the Directors’ Responsibilities laid out within the Annual Report, directors are responsible for
the maintenance and integrity of the corporate and financial information included on the Company’s
website.

External stakeholder requirements
As a publically listed company, ITV must disclose adequate information to persuade market
analysis and encourage potential investors that they would be a good investment.

D.3

BSkyB

D.3.1 Transparency
Scope
Through its website, BSkyB makes available the following:
• Annual Report – consisting of a review of the business including performance and
corporate responsibility, financial review, director’s report on governance, consolidated
financial statements and shareholder information.
• Annual Review – summary document to the Annual Report.
• Interim Management Report – mid-year report of performance and financial information.
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Share price and other investor information – such as relevant analysts and investor
news.
‘The Bigger Picture’ Review – an overview of the company’s CSR initiatives and activity,
including assurance and data for emissions, waste, water and community investment
activities.

BSkyB also publish their RNS and SEC filings.

Objective
BSkyB carries out reporting activities both to ensure compliance with legal obligations and inform
shareholders and potential investors of its performance.

Depth
Financial statements
As required by company law, BSkyB annually publishes audited financial statements, as well as
condensed interim financial statements once during the year. The financial statements include
figures for the costs associated with:
• Programming
• Transmission, technology and networks
• Marketing
• Subscriber management and supply chain
• Administration
The financial statements contain extensive financing, share performance and shareholder
information.
General governance
The Board of BSkyB comprises fourteen Directors, made up of two Executive Directors and twelve
Non-Executive Directors. The Chairman is responsible for leadership of the Board, which includes
ensuring, via the Company Secretary, that Directors receive accurate, timely and clear information.
A CEO is in place, responsible for the daily operation of BSkyB and accountable and responsible to
the Board for the management and operation of the company.
Details included in the governance section are:
• Names and details of Board of Directors and senior management
• Distribution of employees across organisational departments
• Board practise and roles
• Board committees
• Controls and procedures
Own staff salaries
The BSkyB Report on Directors’ Remuneration outlines:
• Role and membership of the Remuneration Committee;
• Remuneration policy overview;
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Outline of the remuneration mix (e.g. basic salary, annual cash bonus, etc);
Details of share plans and service agreements;
Details of fees paid to non-executive directors;
Performance graph; and
Individual directors’ emoluments including salary, bonus scheme, benefits and pension
payments.

Employee salaries are disclosed as a total figure within the notes to the accounts.
Procurement contracts
BSkyB discloses some qualitative information about the acquisitioning, commissioning and
production of its programme content within its Annual Report, but no details of individual contracts
are disclosed.
The Group’s programming costs are also identified, including an analysis by genre. These
programming costs are made up of:
• licences of television rights from certain US and European film licensors including the
results of foreign exchange programme hedges;
• the rights to televise certain sporting events;
• other programming acquired from third party licensors;
• the production and commissioning of original programming; and
• the rights to retail the Sky Distributed Channels to DTH customers.
Some individual programming, such as the Ryder Cup and ICC World Twenty20 cricket
tournament, is identified within the analysis of variation in programme costs from the previous year.
Planned activities / new activities
Although BSkyB make some references to plans for the future, there is no detailed outline of these.

Specifically Targeted Audience
BSkyB carries out reporting activity both to ensure compliance with legal obligations and to inform
shareholders and potential investors of its performance. BSkyB publishes, in addition to its Annual
Report, an Interim Report, Annual Review, a CSR Report and other investor information on their
website.

Assurance
BSkyB’s Annual Review and Annual Report are accompanied with an independent auditor’s
statement. It has an Audit Committee, which consists of Independent Non-Executive Directors in
compliance with the Combined Code. The duties of this committee include reviewing the Group’s
US Annual Report, significant accounting policies, systems of internal control and audit plan. An
internal audit team provides objective assurances to the Group’s systems of internal control and
risk management to the Group’s operating management and to the Audit Committee.
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Impact
BSkyB has received positive press as a result of their reporting of carbon and sustainability
assurances, which were described as ‘Out in Front’ in a benchmark of all companies in the
65
FTSE350.

D.3.2 Accountability
Legal duties
The directors of BSkyB are responsible for preparing an Annual Report and Financial Statements
in accordance with IFRS and the Companies Act 2006.
The Communications Act 2003, which is the primary implementation tool for the EU Electronic
Communications Directives and is enforced by Ofcom. Those requirements which relate to
information disclosure under this Act include:
•

a requirement to publish up-to-date price and tariff information;

•

a requirement to publish codes of practice concerning, among other things, the services
provided, the handling of customer complaints and sales and marketing; and

•

an obligation to keep separate financial accounts regarding activities as provider of
conditional access services.

Regulatory requirements
BSkyB’s shares are also listed on the New York Stock Exchange. As a result, BSkyB is also
required to complete a Form 20-F in accordance with the requirements of the US Securities and
Exchange Commission. Information set out in this form is included in its Annual Report.

‘Corporate’ requirements
BSkyB’s Chairman is responsible for leadership of the Board, including ensuring, via the Company
Secretary, that the Directors receive accurate, timely and clear information. In turn, the CEO is
responsible and accountable to the Board, and is required to keep the Board informed on all
matters of material importance.
In order to support the disclosure required by the SEC’s rules and forms, and the Company’s UK
listing obligations, BSkyB has an established disclosure committee. This committee is chaired by
the Company Secretary and its members consist of senior managers from group finance, legal and
investor relations. It has responsibility for considering the materiality of information (including inside
information) and, on a timely basis, determination of the disclosure and treatment of such
information.
65

http://www.clickgreen.org.uk/analysis/business-analysis/121242-bskyb-leads-carbon-reporting-as-report-slams-rest-offtse350.html, accessed 14 May 2010
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External stakeholder requirements
As a publically listed company, BSkyB must disclose adequate information to influence market
analysis and encourage potential investors that they would be a good investment.
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UK corporate sector

In this section we first set out general requirements and voluntary codes with respect to
transparency and accountability for UK corporates. Second we set out two case studies as
examples of UK corporations’ compliance with the requirements.
While national and/or international financial reporting requirements (UK GAAP and IFRS) are
applicable to all corporations, there are a number of relevant documents that mainly refer to stockmarket listed companies. For example, the FSA requires listed companies to comply with Listing
Rules66 and Disclosure and Transparency Rules. 67 Listing Rule 9.8.6 requires those companies
with a premium listing of equity shares to include in their annual report a statement setting out how
they have applied the principles of the Combined Code on Corporate Governance (“the Code”)68
and to state whether they have complied with all of the provisions of the Code, explaining their
reasons for any non-compliance. In addition, listed companies have to prepare a directors’
remuneration report in accordance with the Companies Act 2006 and regulations made thereunder.
We summarise the latter two documents below.

E.1

Rules applicable to listed companies

E.1.1 The Combined Code on Corporate Governance
The main document setting out principles and provisions regarding transparency and accountability
for stock market listed companies in the UK is the Combined Code on Corporate Governance
published by the Financial Reporting Council (“the FRC”). The FRC has recently published a
revised UK Corporate Governance Code which replaces the Combined Code for periods
commencing on or after 29 June 2010.

Objective
The aim of the Code is to contribute to better company performance by “facilitating efficient,
effective and entrepreneurial management that can deliver shareholder value over the longer
term.”69

66
67

FSA (2010): “Listing Rules”; http://fsahandbook.info/FSA//handbook/LR.pdf
FSA (2010): “Disclosure and Transparency Rules”; http://fsahandbook.info/FSA//handbook/DTR.pdf.

These rules enact, inter alia, the EU Transparency Directive of 2004 which sets standards on
issuers of traded securities, such as shares and bonds, in regard to their Annual Reports and
requires certain half-yearly and quarterly reporting.
68

69

See Financial Reporting Council (2008): “The Combined Code on Corporate Governance”;
http://www.frc.org.uk/corporate/ukcgcode.cfm
Ibid.
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Scope
The Code has been incorporated into the Listing Rules for the Main Market of the London Stock
Exchange and sets out good practice regarding Corporate Governance, rather than firm rules. It
employs the ‘comply or explain’ approach, which means that listed companies have to include a
statement either confirming that they have complied with the Code, or explaining why the company
has not complied with the Code.
The Code covers the following areas of Corporate Governance:
•

Directors;

•

Remuneration;

•

Accountability and Audit;

•

Relations with Shareholders; and

•

Institutional Shareholders.

To ensure that the Code continues to reflect good practice it is reviewed bi-annually.

Depth
The Code specifies a number of Main Principles. These can be interpreted as sub-objectives.
Furthermore, for each Main Principle the Code establishes a number of Supporting Principles that
spell out the Main Principle in more detail and Code Provisions that spell out the practical
implementation of the Main Principle.
Furthermore, the Code sets out in detail the information companies’ annual reports or websites
should contain in addition to the information required by Listing Rules and the Disclosure and
Transparency Rules. Below we set out a selection of main principles.
The Board. Companies should be headed by an effective board, which is collectively responsible
for the success of the company. Compliance with this principle can be achieved for example by
regular board meetings, provision of information on the composition and operation of the board in
annual reports, and meetings between the board and non-executive directors.
Chairman and chief executive. There should be a division of responsibilities between the running
of the board and the running of the business. This means the role of chairman of the board and
chief executive of the company should not be exercised by the same person and that the division of
responsibilities should be recorded in writing.
Board balance and independence. There should be a balance between executive and nonexecutive directors (in particular independent non-executive directors) on the board, such that no
group can dominate decision making. For larger companies at least half of the board should be
comprised of independent non-executive directors and the annual report should detail the reasons
why directors are considered to be independent. The following shows a selection of considerations
that are relevant to assess a director’s independence.
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•

Has the director been an employee of the company or group within the last five years?

•

Has the director had any material business relationship with the company in the last three
years?

•

Has the director received additional remuneration from the company or does the director
still receive additional remuneration?

•

Does the director have close family ties with the company’s advisers, directors or senior
employees?

Performance evaluation. The board should evaluate its own performance in a formal and rigorous
manner. The process of this evaluation should be described in the annual report.
Level and make-up of remuneration. Remuneration should be sufficient to attract, retain and
motivate directors that are qualified to run the company. Companies should not pay more than
necessary for this purpose and a significant proportion of directors’ remuneration should be linked
to corporate and individual performance. Schedule A to the Code contains provisions for
remuneration committees on the design of performance related provision. The main provisions of
Schedule A are summarised below.
•

Annual bonuses should be designed to give incentives to enhance shareholder value (e.g.
by paying bonuses in shares that have to be held for a significant period). Upper limits to
bonuses should be set and disclosed.

•

Benefits under long-term incentive schemes should not be exercisable in less than three
years and directors should be encouraged to hold their shares for a future period after
vesting or exercising.

•

New long-term incentive schemes should be approved by shareholders and existing
schemes should be taken into account when designing new schemes.

•

Payouts or grants under all incentive schemes should be subject to performance criteria
that reflect the company’s objectives. A benchmark against competitors should be
considered. Furthermore, grants should be phased, rather than paid as a lump sum.

•

Only basic salary should be pensionable and the remuneration committee should consider
pension consequences and associated costs to the company of increasing the basic salary
and any other changes to pensionable remuneration to directors.

Changes between the 2008 Combined Code and the 2010 UK Corporate Governance
Code
In announcing the revised Code, the chair of the Financial Reporting Council, Baroness Hogg,
announced: “The changes we have made are designed to reinforce board quality, focus on risk and
accountability to shareholders.” The FRC’s summary of the changes made is as follows:
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•

To improve risk management, the company‘s business model should be explained and the
board should be responsible for determining the nature and extent of the significant risks it
is willing to take.

•

Performance-related pay should be aligned to the long-term interests of the company and
its risk policy and systems.

•

To increase accountability, all directors of FTSE 350 companies should be put forward for
re-election every year.

•

To promote proper debate in the boardroom, there are new principles on the leadership of
the chairman, the responsibility of the non-executive directors to provide constructive
challenge, and the time commitment expected of all directors.

•

To encourage boards to be well balanced and avoid “group think” there are new principles
on the composition and selection of the board, including the need to appoint members on
merit, against objective criteria, and with due regard for the benefits of diversity, including
gender diversity.

•

To help enhance the board’s performance and awareness of its strengths and
weaknesses, the chairman should hold regular development reviews with each director
and FTSE 350 companies should have externally facilitated board effectiveness reviews at
least every three years.

The new Code implements those provisions of the Walker Review (see section H below) that the
FRC felt were applicable to all companies, not just financial institutions. Increased accountability is
generated by requiring more disclosure of the business model and risks, by linking pay to that risk,
and by improving the board’s leadership and challenge.

E.1.2 Directors’ Remuneration Reports
Reporting on remuneration is subject to the Companies Act 2006 rules on directors’ remuneration
reports(see Box 1).70

70

The Companies Act 2006 gives the Secretary of State the power to make regulations setting out the
requirements for directors’ remuneration reports for quoted companies. The current regulations are set out
in Regulation 11 and Schedule 8 of SI 2010/410 The Large and Medium-Sized Companies and Groups
(Accounts and Reports) Regulations 2008.
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Box 1 - Companies Act 2006 requirements for directors’ remuneration reports
The Companies Act 2006 requires the directors of quoted companies to prepare a directors’ remuneration report
which complies with the applicable regulations. The remuneration report must be included within the company’s
b
annual report and must be subject to an advisory shareholder vote at the annual accounts meeting.
Information not subject to audit. In their remuneration report companies have to name all their directors and
provide information on all parties that have provided information to the directors, including the nature of the
services they have provided. Furthermore, the report has to contain details on directors contracts in terms of
remuneration and duration.
•

The policy underlying the determination of directors’ remuneration has to be stated for the two financial years
following the publication of the report. The policy should detail performance conditions that entitle directors to
share options and participation in long-term incentive schemes, and why the conditions were chosen.
Furthermore, the policy should set out the relative importance of the conditions and which of the conditions are
related to performance (company or individual), and it should explain the duration of directors’ contracts,
notice periods and termination payments.

•

For the last five financial years the report has to show a line graph comparing the company’s share performance
with the performance of a relevant index of shares and the shareholder return for the five year period must be
calculated using a fair method.

Information subject to audit. Most of the information on directors’ actual remuneration levels in a given financial
year is subject to audit. The main information requirements are set out below.
•

Directors emoluments and compensation including salary, fees, expense allowances, compensation for loss of
office and non-cash remuneration

•

Information on share options such as the number of shares subject to an option at the beginning and the end of
the relevant financial year, the number of options awarded and exercised in the relevant financial year, the
price paid, the exercise price, the date from which the option may be exercised and the date on which the
option expires. Furthermore, the report has to state any performance criteria upon which the award or exercise
of s share option is conditional.

•

Sometimes remuneration is conditional on one or more qualifying conditions that cannot be fulfilled in a single
financial year. With respect to these long term incentive schemes the report has to provide for each director
details of the scheme interestsc at the beginning and the end of the relevant financial year, details on the
scheme interests awarded during the financial year, and details on the scheme interests e.g. in terms on timing
of qualifying conditions and variations in terms and conditions. For each scheme interest that has vested in the
relevant financial year the report has to set out the relevant details of any shares (i.e. number, date on which
the scheme interest was awarded, market price at the time of the award and when vested, details of qualifying
conditions), the amount of any money and the value of any other assets.

•

Furthermore, the report has to set out details of any pensions and excess retirement benefits of directors and
past directors, details on significant awards to past directors in the relevant financial year, and details of sums
paid to third parties in respect of a director’s services.

__________
a) GEE (1995): “Directors’ Remuneration – A report of a study group chaired by Sir Richard Greenbury”
b) Ferri, F. & Maber, D. (2009): “Say on Pay Votes and CEO Compensation: Evidence from the UK”; in Harward Law
School Working Paper Series; http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1420394
c) A scheme interest “in relation to a person, means an interest under a long term incentive scheme that is an
interest in respect of which assets may become receivable under the scheme in respect of qualifying services or
the person”

Procedure for determining the level of remuneration. The level of remuneration should be
determined via a formal and transparent procedure, and no director should be involved deciding his
or her own remuneration. To this end companies should establish a remuneration committee of at
least three independent non-executive directors plus the company chairman that is responsible for
setting remuneration for all executive directors and the chairman, including pension rights and any
compensation payments. In addition the committee should recommend and monitor the level and
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structure of senior management compensation. The committee’s terms and conditions have to be
71
made available in line with the FSA’s Disclosure and Transparency Rules. The board or the
shareholders should determine the remuneration of non-executive directors and the shareholders
should be invited to approve new long term incentive schemes. Some commentators have claimed
that disclosure of remuneration has led to inflation on executive remuneration packages; Box 2
provides an overview of some academic findings in relation to this claim.

71

FSA (2010): “Disclosure and Transparency Rules”; FSA Rule DTR 7.2.7 R
http://fsahandbook.info/FSA//handbook/DTR.pdf
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Box 2 - The impact of executive-level remuneration disclosure on remuneration inflation
In 2006 the Economist reported that CEO pay levels in the US have risen ten times as fast as the wages paid to
average workers.a Furthermore, Jensen and Murphyb point out that CEO compensation did not vary much with
performance, even though CEOs tend to receive a significant proportion of their remuneration as a bonus. There are
two main competing explanations for high and invariable CEO salaries:
(1) Rent extraction. Corporate executives have sufficient power to extract above average rents from their
companies. For example, in listed companies executives may be able to influence the selection of the peer
group used for benchmarking the executive remunerationc and in privately owned companies they may be
able to dictate their own pay. However, Edmans and Gabaixd find that most remuneration practices can be
reconciled with optimal contracting theories, which suggests that executive pay is not excessive in relation to
the predictions of optimal contracting theories.
(2) ‘Lake Wobegon Effect’. Companies do not want to be seen to be employing below average executives, as this
may convey a negative image of the company to shareholders and prospective investors. Accordingly
companies endeavour to pay their executive staff above average and since not every executive can be above
average, this leads to spiralling executive remuneration payments.
Hayes and Schaefere develop a theoretical model to understand under which conditions this effect can be
expected to occur in a game-theoretic setting. However, the conditions under which this would be the case
cannot readily be tested using actual remuneration data.
There seem to be few studies investigating the actual impact of disclosure requirements on remuneration levels and
the evidence is mixed. Following the introduction of disclosure requirements for executive remuneration in Canada,
Park et.al.f report evidence suggesting that disclosure of remuneration information can lead to increases in the
levels of remuneration. Furthermore, they find an increased sensitivity of remuneration levels to company
performance.
Ferri and Maberg look at the impact of disclosure requirements on executive remuneration in the UK. Listed
companies in the UK are required by the Directors’ Remuneration Report Regulations 2002 to publish information
on remuneration in their annual report and to they have to subject the remuneration report to an advisory (i.e. nonbinding) shareholder vote at the annual meeting. They find that following the introduction of the requirement,
voting companies with high voting dissent amongst shareholders removed rewards for failure and established
formal consultation processes regarding remuneration with major shareholders. They further argue that for some
firms with low voting dissent the threat of a negative vote appears to have been sufficient to introduce similar
measures as firms with high voting dissent. Unlike Park et.al. they do not find evidence for changes in the growth
rate of executive remuneration (after controlling for size, performance and other factors). However, they find a
significant increase in the sensitivity of remuneration to poor performance.
_______________
a) The Economist (2006): “The rich and the poor and the growing gap between them”; June 17
b) Jensen, M. & Murphy, K. (1990): “CEO Incentives – It’s not how much you pay them, but how you pay them”; in
Harward Business Review, May-June 1990, No.3
c) Edmans, A. & Gabaix, X. (2009): “Is CEO Pay Really Inefficient? A Survey of New Optimal Contracting Theories”;
in: European Financial Management, Vol. 15.3, pp. 486-496
d) Albuquerque, De Franco & Verdi (2009 ): ”Peer Choice in CEO Compensation”; ssrn.com/abstract=1362047
e) Hayes, R. & Schaefer, S. (2009): “CEO Pay and the Lake Wobegon Effect”; in Journal of Financial Economics, Vol.
94.2, pp. 280-290
f) Park, Nelson & Huson (2001): “Executive pay and the disclosure environment – Canadian evidence”; in: Journal
of Financial Research, Vol. 24, pp. 347-365
g) Ferri, F. & Maber, D. (2009): “Say on Pay Votes and CEO Compensation: Evidence from the UK”;
http://ssrn.com/abstract=1420394

Financial Reporting and Internal Control. “The board should present a balanced and
understandable assessment of the company’s position and prospects.” Furthermore, the board
should protect shareholders’ investments and company-owned assets by operating a system of
internal control, and the board should report to its shareholders that it has done so.
Audit Committee and Auditors. There should be formal and transparent arrangements regarding
the board’s application of financial reporting and internal control principles and for maintaining an
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appropriate relationship with the company’s auditors. To this end companies should establish an
Audit Committee comprising at least three independent non-executive directors, at least one of
which has recent and relevant financial experience. In line with provisions C.3.2 and C.3.3 of the
Combined Code and FSA Disclosure and Transparency Rules the terms and conditions of the
committee should be set out in writing and should be made available.72 A section of in the annual
report should describe the work of the Audit Committee. The main tasks of the Audit Committee are
to:
•

review arrangements by which staff of the company may, in confidence, raise concerns
and to ensure that reported concerns are followed up by an independent investigation;

•

monitor and review the effectiveness of internal audit activities; and

•

recommend the appointment, reappointment and removal of external auditors.

If the auditor provides non-audit services to the company, the annual report should explain how the
auditor objectivity and independence is safeguarded.
Dialogue with Institutional Shareholders. Besides the chief executive and the finance director,
the chairman of the board and the senior independent director should maintain sufficient contact
with major shareholders to understand their issues and concerns. The chairman should ensure that
these issues and concerns are reported to the entire board. Board members should have the
opportunity to attend meetings with major shareholders. Details on how and whether this has been
achieved should be set out in the annual report.

Specifically Targeted Audience
UK stock market listed corporate with a focus on FTSE 350 companies.

72

FSA (2010): “Disclosure and Transparency Rules”; FSA Rule DTR 7.1.3 R
http://fsahandbook.info/FSA//handbook/DTR.pdf
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BT Group plc

BT Group plc (“BT”) is listed on the London and New York stock exchanges and is subject to both
exchanges respective transparency and accountability requirements. BT publishes transparency
and accountability information on its website and in its annual report. In the latest annual report BT
state that they comply with the Combined Code on Corporate Governance.

E.2.1 Transparency
Scope and depth
BT complies with the Combined Code on Corporate Governance and their Annual Report contains
detailed information on the following.

73

•

Financial Statements. Reported under IFRS and audited by an external auditor.

•

General Corporate Governance. The Annual Report covers the governance role of the
Board and contains reports by the Audit Committee and the Nominating Committee. The
Audit Committee recommends the appointment and reappointment of the external auditors
and considers their resignation or dismissal, recommending to the Board appropriate
action to appoint new auditors. The responsibility of the Nominating Committee is to ensure
a balance of experience and abilities on the Board and has the power to recommend
changes to the Board.

•

Own staff salaries. The Annual Report sets out the Remuneration Policy detailing the
composition of Directors’ remuneration and actual remuneration levels. This entails detail
fixed remuneration, variable remuneration (and how it is calculated), (stock) options and
pension benefits. Furthermore, the report details Directors’ interests (in terms of shares) in
BT.

•

Procurement contracts. The Annual Report contains total spend with 3 party suppliers
and BT works suppliers to improve suppliers’ performance, and to ensure that human
rights standards are met throughout the supply chain. In addition BT’s website contains
general commitments towards suppliers. BT commits to:

rd

o

“have a fair procurement process, administering tendering and contracting
procedures in good faith;

o

pay promptly and as agreed ;

o

not make it a trading requirement for a supplier to be a customer of BT. We will
consider mutual trading relationships only when there is no coercion, both parties
are in agreement, there is mutual benefit and the intention of all the parties is clear.

o

promote our principles and values when working with others.”73

http://www.btplc.com/TheWayWeWork/Relationships/Suppliers/Suppliers.htm
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Planned investments/new activities. For example, investment of £1.5bn in super-fast
broadband and investment into local exchanges in several UK regions announced in press
releases.

In addition BT publishes a Sustainability Report, outlining the following.
•

Corporate Responsibility Strategy. BT aims to grow their business profitably and
sustainably by providing services and products that benefit their customers, society and the
environment. The three areas of focus for BT are (1) reducing their carbon footprint and
improving their environmental performance, (2) creating profitable products and services
that benefit people, economies and the environment and (3) working with community
partners to increase communication and ICT skills. The business practices underpinning
74
these areas are set out in “The Way We Work”.

•

Corporate Responsibility Governance. A board committee, supported by three
leadership teams (responsible and sustainable business, sustainability and community
investment), is responsible for setting BT’s corporate responsibility strategy. It includes
three non-executive directors and three independent members, as well as key executives.
Furthermore, BT receives advice from an external leadership panel; an advisory group of
external experts renowned for excellence in their field.

•

Stakeholder engagement. BT’s approach to stakeholder engagement is set out in “The
Way We Work”. 75

•

Public policy. BT has set lobbying standards, processes to ensure consistent lobbying
across the company, and disclose their membership in trade associations and CSR
organisations.

•

BT’s economic impact. The report discusses BT’s direct economic impact from payments
to employees, suppliers, investors and government; the economic impact of the
telecommunication sector; and BT’s sustainable economic growth programme.

•

Climate change and environment. The report for example sets out BT’s environmental
management system, the climate change strategy, performance against climate change
objectives.

Objective
To provide information to shareholders, stakeholders, regulators and other interested parties.

Specifically Targeted Audience
Shareholders, stakeholders, regulators and other interested parties.

74
75

BT (2009): “The Way We Work”; http://www.btplc.com/thewaywework/index.htm
Ibid.
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Assurance
The Annual Report is subject to an external audit.
The Sustainability Report is produced in line with a number of international standards, including the
Global Reporting Initiative’s (GRI) G3 Sustainability Reporting Guidelines and AccountAbility’s
three Principles of inclusivity, materiality and responsiveness. An external contractor was hired to
assure that the report meets the above standards and BT’s external Leadership Panel provides a
statement on BT’s progress towards becoming a more sustainable business.

E.2.2 Accountability
Legal duties
UK GAAP, IFRS, FSA Listing Rules, FSA Disclosure and Transparency Rules, Companies Act
2006, FRC Combined Code on Corporate Governance.

Regulatory requirements
The Telecommunications Act 2003 allows Ofcom to impose regulatory financial reporting
obligations on dominant providers. More specifically, Ofcom can impose wholesale cost
accounting, retail cost accounting and accounting separation in relation to network access or the
76
availability of facilities.
Ofcom uses this regulatory financial information to check whether dominant providers:
•

comply with conditions for cost orientation and non-discrimination; and

•

breach any relevant conditions (e.g. in relation to their competitive practices);

Furthermore, Ofcom uses the information to set and monitor price controls on dominant providers.
Since BT is not dominant in all of its markets, regulatory requirements on BT vary by market.
Ofcom conducts market reviews and specifies regulatory requirements for BT. At the moment BT
has to publish wholesale and retail cost accounting information, has to carry out accounting
separation. Furthermore, BT has to publish reference offers and price notifications for its products
in markets where BT is deemed to have significant market power. The accounting information has
to be published in regulatory financial statements, which have to be audited by an external auditor.
The statements are available from BT’s website.77
Furthermore, the Telecommunications Act 2003 requires Ofcom to impose a rule on companies
that have to publish regulatory financial statements that obliges them to publish a description of

76

77

The Telecommunications Act 2003. See Article 87(9)-(11) for wholesale cost accounting, Article 91(5)-(6)
for retail cost accounting and Article 87(7)-(8) for accounting separation.
www.btplc.com/Thegroup/RegulatoryandPublicaffairs/Financialstatements/index.htm
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their accounting systems. Therefore BT provides on its website a document setting out the
principles underlying the regulatory financial statements. The document contains information on:
•

Regulatory Accounting Principles and Policies;

•

Attribution Methods;

•

Transfer Charge System Methodology; and

•

Long Run Incremental Cost Methodology.

The Communications Act 2003 limits Ofcom’s powers with regard to regulatory financial information
by requiring Ofcom to meet a number of tests. In general, Ofcom is required to:
•

promote competition;

•

contribute to the development of the European internal market;

•

promote the interests of all persons who are citizens of the EU;

•

be technologically neutral;

•

encourage the provision of network access and service interoperability; and

•

encourage compliance with standards that promote service interoperability and customers’
freedom of choice.

Ofcom deem that the regulatory financial reporting obligations help monitoring and enforcing cost
orientation, cost recovery and non-discrimination obligations, and inform the review of price
controls. Therefore, Ofcom considers the regulatory financial reporting obligations assist in the
promotion of competition by restraining the market power of dominant providers. Additionally,
reliable cost orientation, price controls and non-discrimination are deemed to assist in encouraging
network access for the purpose of securing efficient and sustainable competition and the maximum
78
benefit for customers of communications providers.
The Telecommunications Act 2003 furthermore limits Ofcom’s ability to introduce accounting
obligations by requiring any accounting measures introduced by Ofcom need to be:
•

objectively justifiable;

•

proportionate;

•

transparent; and

•

not unduly discriminatory.

Thus for example, to the extent that regulatory reports are made available publicly, they cannot
contain business secrets that would distort competition or favour one technology or service over
another. At the European level regulations regarding the access to merger and antitrust case files
provide another example of limits to data publication requirements. Box 3 sets out an overview.
78

See Ofcom (2004): “The regulatory financial reporting obligations on BT and Kingston Communications
Final statement and notification Accounting separation and cost accounting: Final statement and
notification”; p.28-31
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a

Box 3 – Limitations to reporting requirements – Access to the file of EU merger and antitrust cases

In EU merger and antitrust cases persons who are addressed by the European Commission in Statements of
Objectionsb have the right to access the Commission file that contains all relevant evidence in the case in question.
However, for some types of information access to the file is limited:
•
•

•

Internal documents. These are documents on which the Commission relies when assessing merger and
antitrust cases, such as minutes of meetings and correspondence between the Commission and other
authorities.
Business secrets. This refers to information on a company’s business activity that could seriously harm its
interests, such as “technical and/or financial information relating to know-how, methods of assessing
costs, production secrets and processes, supply sources, quantities produced and sold, market shares,
c
customer and distributor lists, marketing plans, cost and price structure and sales strategy”
Other confidential information. Any information other than business secrets that would significantly
harm a person or a company, such as military secrets or information that would allow third parties to put
considerable economic or commercial pressure on their competitors or trader partners.

However, the Commission can choose to make some of the above information available, for example where it
deems the information to be an inculpatory or exculpatory document.
_______________
d) European Commission: Commission Notice 2005/C 325/07
e) Statements of Objections are a formal step in European antitrust investigations. After receiving such
statements, companies have two months to defend themselves in writing. They can also ask the Commission to
hear their case at an oral hearing which usually takes place about one month after the written reply has been
received. Only after having heard the company's defence can the Commission take a final decision, which may
be accompanied by fines of up to ten per cent of a company’s worldwide annual turnover. See: European
Commission: MEMO/07/126
f) http://europa.eu/legislation_summaries/competition/firms/l10106_en.htm
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International PSBs

CBC

F.1.1 Transparency
Scope
CBC, Canada’s public service broadcaster, makes extensive information available to the public.
This includes major corporate reports and submissions, including:
•
•
•
•
•
•

Annual report
Auditor General’s Report
Documents filed with the Canadian Radio-television Telecommunications Commission
(CRTC)
Presentations made before parliamentary committees
A detailed four-year plan is published and presented to the Minister of Canadian Heritage
annually
By-law of the Canadian Broadcasting Corporation

CBC also publishes, under a Proactive Disclose initiative, quarterly business travel and duty
hospitality expenses for each of their current and former executives on an individual basis.
Furthermore, each year an Annual Public meeting is held, providing an overview of the
Corporation’s strategic direction for the current fiscal year and the future. It is stated that this
meeting “allowed the Corporation to forge closer ties with the public, to show greater transparency
in its management of public funds, and to reaffirm its commitment to serving Canadians.”

Objective
There are a number of legal and regulatory reasons for the reporting carried out by CBC/RadioCanada. In addition to this, it states a desire to show greater transparency to the public in the
management of public funds.

Depth
Financial statements
Audited financial statements for CBC/Radio-Canada are included in their Annual Report. In addition
to this, the report contains a financial review. This includes, amongst analysis of funding streams, a
breakdown of operating expenses into the following categories:
• CBC Television;
• Television de Radio-Canada;
• CBC Radio;
• Radio de Radio-Canada;
• Corporate Management;
• Amortisation of property and equipment;
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Specialty services;
Distribution and affiliates; and
Workforce adjustment.

General governance
The CBC/Radio-Canada directors are named, along with detailed attendance by person throughout
the year. The roles of the following committees are summarised within the Annual Report:
• Standing committees on English- and French- language broadcasting;
• Audit committee;
• Nominating and governance committee;
• Human resources and compensation committee; and
• Special committee on real estate projects.
Own staff salaries
The fees paid to directors per attendance at each meeting are outlined within the Annual Report,
and the total amount paid in Director compensation is disclosed. Expenses, published for purposes
of proactive disclosure, detail travel and duty hospitality expenses for individual executives on a
trip-by-trip basis.
Talent/third parties’ employed salaries
CBC/Radio-Canada does not directly publish the salaries of talent or employed third parties.
Procurement contracts
Information on procured contracts is not published by CBC/Radio-Canada.
Planned activities / new activities
A rolling four-year plan, published on an annual basis, provides details of strategies and financial
information going forward. This includes an overview of changes and challenges in the
broadcasting environment and outlines priorities and initiatives for the coming four years. The plan
outlines performance against a number of quantitative measures in the past year, and the targets
for the upcoming year. This is supported by a top-level financial plan, including a financial operating
overview.

Specifically Targeted Audience
CBC/Radio-Canada targets a variety of audiences with the information it releases. It generates
information for the Minister of Canadian Heritage, Canadian Radio-television Telecommunications
Commission (CRTC) and the public. Information is made available through the Annual Report,
published plans, via the CBC/Radio-Canada website and in ad-hoc parliamentary and regulatory
submissions.

Assurance
CBC/Radio-Canada’s Audit Committee is responsible for the oversight of the integrity of the
Corporation’s financial information and reporting, the framework of internal controls and risk
management, and the audit process.
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As part of the financial statement audit, the Auditor General of Canada performs at least once
every three years some specific procedures on the expenses published for purposes of proactive
disclosure. Expenses are also reviewed on a sample basis and the results of the work performed
are communicated to the Audit Committee.

F.1.2 Accountability
Legal duties
CBC/Radio-Canada accounts for its activities through the Minister of Canadian Heritage and Offical
Language to Parliament through its Annual Report and Corporate Plan Summary. It reports to the
Canadian Radio-television and Telecommunications Commission (CRTC) through year-end reports
and annual financial returns. This is in accordance with the provisions of the Broadcasting Act, Part
III, section 71.
Under the Financial Administration Act, CBC/Radio-Canada is required to have a special
examination of its financial and management control and information systems, and of its
management policies carried out at least once every ten years. This report is made available to the
public.
From 2011, CBC/Radio-Canada will adopt IFRS as the basis for preparation of Consolidated
Financial Statements, replacing Canadian GAAP.
CBC/Radio-Canada is subject to the Access of Information Act, and since 1 September 2007 have
received in excess of 750 requests for records relating to a wide range of subjects. These subjects
are not specified.

Regulatory requirements
Under the regulatory framework of the Canadian broadcasting industry, CBC/Radio-Canada
responds to various calls for submission by the Canadian Radio-television Telecommunications
Commission (CRTC).

‘Corporate’ requirements
For purposes of proactive disclosure, CBC/Radio-Canada executives’ expenses are published to
their website on a quarterly basis.

External stakeholder requirements
CBC/Radio-Canada accounts for its activities to stakeholders through ongoing dialogue and
interaction and the CBC/Radio-Canada website.
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RTE

F.2.1 Transparency
Scope
RTE make available to the public, directly from their website, the following types of information.
•

Annual Report.

•

Corporate Responsibility Report – identifying areas where RTE has gone beyond its
statutory obligations in how it deals with audiences, staff, business partners, the
Government and in relation to the environment.

•

Strategic Plan – outlining key issues, plans and on interim budget for the upcoming year.

•

Strategic Framework – outlines the vision, mission and values on which RTE’s strategy is
developed.

•

Public Service Statement – explain to the wider public what is expected of RTE return for
the significant public investment it receives.

•

Licence fee details – including an outline per channel of how the TV Licence Fee was
utilised in the previous year.

•

Freedom of Information details – including details of the number of requests in the
previous year, and the breakdown of how many were granted in full, part-granted, refused
or handled outside of FOI/withdrawn.

Objective
RTE state their objective for disclosing certain information as being to show that through open
access to records for public scrutiny they can demonstrate that they are carrying out their public
service remit scrupulously and honestly.

Depth
Financial statements
Audited financial statements are included within the RTE Annual Reports, this includes:
• Group costs by source (e.g. In-house commissions, Indigenous programming, sales costs,
etc);
• Programme costs by genre for each channel (e.g. Arts, Education, Factual); and
• Operating costs (including total employee costs).
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General governance
Under the terms of the Broadcasting Authority Act, 1960 and subsequent legislation, RTE Authority
members are appointed by the Government with membership numbering between seven and nine
members.
Information regarding the roles and procedures associated with the Authority, in addition to details
of Authority Committees, independence, internal control, and emoluments are included in the
Annual Report.
Own staff salaries
Group staff costs are identified within the financial statements, at total level for wages and salaries,
social welfare costs and pension costs and life assurance.
Emoluments for individual Authority members and the RTE Director-General are included in the
Annual Report.
Talent/third parties’ employed salaries
Information about the salaries paid to talent and third party employees is not disclosed by RTE.
Procurement contracts
One of the key procurement principles identified by RTE in their Purchasing Policy and
Procurement Guidelines is transparency to all aspects of contract awards, and in particular:
• “Being open and transparent about all aspects of the procurement process;
• Advertising RTE’s intentions:
o publishing notices in the Official Journal of the European Union;
o publishing notices in the daily press, specialist journals or www.etenders/gov.ie
• Providing the necessary information; and
• Making the outcome of decisions and selections know.”
Planned activities / new activities
RTE publish their Strategic Plan annually. This document sets out:
•
•
•

Key issues RTE expect to face – strategic and external issues
Interim budget – included forecast expenditure and revenue at a high level
Implementation plans for specific areas of the business – outlining how key elements
of the strategic plan will be implemented, monitored and evaluated.

Specifically Targeted Audience
RTE state that their public service statement is targeted towards the wider public. They also identify
staff and government and regulators as audiences for their information. RTE create a number or
reports, outlined in the scope section of this RTE report, they make these available online.
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Assurance
RTE’s Audit Committee, which comprises three authority members, are responsible for activities
relating to RTE’s audit process. These include:
•
•
•

Selecting and managing the ongoing relationship with the external auditors
Reviewing management reports and internal audit
Reviewing financial statements and budget information prior to submission

The financial statements of RTE are accompanied by an Independent Auditors Report.

Impact
There does not appear to be any apparent impact surrounding the disclosure of information by
RTE.

Debate
There does not appear to be debate surrounding the disclosure of information by RTE.

F.2.2 Accountability
Legal duties
The Broadcasting Act 2009 requires that RTÉ prepare by July 2010 a Public Service Statement.

Regulatory requirements
Under the Public Service Broadcasting Charter, ITV’s accountability commitments are to:
•
•
•
•

•

•
•

publish, in advance, broad frameworks for its schedules with commitments as appropriate
for the individual channels;
at the end of each year, report on its performance against targets set, and these reports
being subject to independent review;
provide details in its annual report of the cost and revenues associated with each of its
services;
keep detailed financial records in a manner that will enable the Minister for
Communications, Marine and Natural Resources, or a party appointed by him, to evaluate
RTE’s performance in fulfilling its statutory remit;
recognise, encourage and welcome the public’s expression of views on RTE’s
performance and shall, through its Audience Council, enhance communications and shall
also ensure that all complaints are logged, acknowledged, investigated and responded to;
through its Code of Fair Trading publicise how its activities shall operate in a broadcasting
landscape which has competing interests;
pledge to deliver to its audience the highest level of value for money in return for the public
investment in its programming. IT shall offer value in terms of its quality schedule and the
efficiency with which it conducts its business;
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provide details of its Irish language programming and other Irish language services in its
Annual Report; and
safeguard its editorial independence through an effective Code of Ethics for employees
and contractors. The Code of Ethics will contain provisions to ensure no conflict of interest
exists in relation to the performance of its employees and contractors.

RTE are subject to public sector and EU guidelines and directives with regards to policies and
procedures for procuring goods and services.

‘Corporate’ requirements
As a statutory corporation established under the Broadcasting Authority Act, 1960, the provisions of
the Combined Code on Corporate Governance are not applicable to RTE. However, RTE does
confirm in as far as is feasible and on a voluntary basis with the Combined Code and has
undertaken appropriate steps to achieve compliance with its principle requirements where relevant
to RTE.

External stakeholder requirements
RTE place great significance in holding themselves accountable to the general public, by merit of
their public service charter.

F.3

Australian Broadcasting Corporation (ABC)

F.3.1 Transparency
Scope
ABC offer a comprehensive Annual Report, which includes detailed breakdown of performance
against targets, financial information, governance structures, operating information, community and
CSR initiatives and details of policy and health and safety initiatives.
ABC also publish a Corporate Plan, outlining the objectives and relevant measurement criteria for
ABC over a three year period

Objective
ABC report information to demonstrate performance against their Charter, as well as to support
values of independence and accountability.

Depth
Financial statements
Within the Financial Review in ABC’s Annual Report, expenditure for the year is divided, by
percentage, across eight categories (e.g. transmission, acquisitions, television programmes
produced).
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Within the financial statements, expenditure is further broken down, with costs identified at total
level for 23 cost categories, such as legal costs, communications, travel, program rights, etc.
Information is also provided on total government funding per year, and the contribution to ABC Net
Revenue by ABC Commercial activity.
General governance
A board, of up to seven Directors are appointed by the Governor-General on recommendation of
the Government. The Managing Director is appointed by the Board. The duty of the Board is to
ensure the functions of the Corporate are performed with maximum benefit to the people of
Australia, and to maintain the independence and integrity of the Corporation.
Details of the Board’s roles and responsibilities, as well as those of the ABC Advisory Council are
included in the Annual Report.
Own staff salaries
Employee benefits, including wages and salaries, superannuation, leave and other entitlements
and separation and redundancies are outlined in the financial reports.
Directors remuneration is included in the financial statements as the number of directors which fall
into remuneration bands, as is Officers’ remuneration. A total figure is given for each of these.
Performance based pay is given at a total and average level for each of executive and nonexecutive employees.
Talent/third parties’ employed salaries
Both Artist fees, and consultants and contract labour are identified as expense categories within
the financial statements, with a total level figure given for each.
Procurement contracts
Within the appendices to the financial statements, ABC detail their spend on consultancies for all
firms with which they spend over $10,000AUD, listing the consultancy by name, purpose of
consultancy and spend. Total spend on consultancy valued under $10,000AUD per firm is also
provided.
Spend on suppliers, broken down into; goods, services – external parties, services – related
parties, operating lease rentals and workers’ compensation premiums is included in the financial
statements. Auditor’s remuneration is also identified at a total level within the financial statements.
Planned activities / new activities
ABC publish a three-year corporate plan, which identifies strategic direction, measurement criteria,
plans against a number of high-level objectives and forecast revenue and expenditure information.
A summary of this plan is included in the Annual Report.
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Specifically Targeted Audience
Much of the information made available by ABC is targeted at demonstrating value to parliament on
behalf of the general public. Many reports and publications are made available via the ABC
website, although the official version of the Annual Report is held in hard copy in parliament.

Assurance
ABC’s Audit and Risk Committee, who provide independent assistance to the ABC Board on the
Corporations risk, control and compliance framework, and its external accountability, endorsed the
signing of their financial statement. The Australian National Audit Office (NOA) issued an
unqualified audit opinion on them.

Impact
There does not appear to have been significant impact of the disclosure of information by ABC.

Debate
There does not appear to have been any debate surrounding the disclosure of information by ABC.

F.3.2 Accountability
Legal duties
The Corporation is required to notify the Australian Communications and Media Authority of its
Code of Practice; and it is subject to the Ombudsman Act, the Freedom of Information Act and
various other legislation applying to government statutory authorities in Australia.

Regulatory requirements
The Directors of the Corporation, under section 9 of the Commonwealth Authorities and
Companies Act 1997 are required to prepare annual reports. The Australian Broadcasting Act 1983
identifies the following matters to be included in the Annual Report:
a) particulars of each broadcast by the Corporation during the year to which the report relates
pursuant to a direction by the Minister under subsection 78(1);
b) particulars of any broadcast by the Corporation during that year pursuant to a direction by
the Minister otherwise than under this Act;
c) particulars of any direction not to broadcast matter that was given to the Corporation during
that year by the Minister otherwise than under this Act;
a. codes of practice developed under subsection 8(1)
d) particulars of any request made to the Board by the Minister during that year under
subsection 8(2) and the action (if any) taken by the Board in respect of the request;
e) particulars of any gift, devise or bequest accepted by the Corporation during that year; and
f) particulars of any advice received by the Board during that year from the Australian
Broadcasting Corporation Advisory Council;
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g) an assessment of the extent to which the operations of the Corporation and its subsidiaries
during the year have achieved the objectives of the Corporation and its subsidiaries under
the corporate plan and fulfilled the functions of the Corporation; and
h) particulars of any activities carried out during the year by the Corporation under
subsection 25A(2); and
i) particulars of any activities during the year of any authorised business with which the
Corporation is associated under that subsection; and
j) particulars of any significant changes during the year in the transmission coverage, or
transmission quality, of national broadcasting services provided by the Corporation

‘Corporate’ requirements
The ABC Board is required to report on compliance with the CAC Act, CAC Orders 2008 and CAC
Regulations 1997 and the Corporation’s financial sustainability to the Minister of Finance and
Deregulation and the ABC’s responsible Minister annually. The ABC has established an internal
compliance reporting framework to allow it to meet these requirements.

External stakeholder requirements
ABC is held accountable by parliament, particularly the Minister for Communications on behalf of
the Australian public.

F.4

Norwegian Broadcasting Corporation (NRK)

F.4.1 Transparency
Scope
The Norwegian Broadcasting Corporation (NRK) makes available on its website, in English, an
overview of its six-year strategy. This details information such as its goals and internal values,
along with the criteria and methods which will be used to assess performance against each goal,
but this information is not quantified in any way.
Under the NRK’s Articles of Association, it is required to submit an annual public broadcasting
account to the Norwegian Media Authority, detailing public service broadcasting activities.

Objective
The NRK’s six-year strategy outlining their goals and internal values identifies three distinct areas
on which they want to ensure transparency. These are:
•

•
•

transparency at an internal level to staff (“NRK’s management shall be accessible and
unambiguous towards its staff by highlighting goals, strategies and consequences”
NRK.no);
a commitment to transparency around resource use in individual departments; and
the need to use open and consistent communication in order to sustain a public perception
of credibility.
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Depth
Financial statements
No information is available in English, even at total level, of NRK’s financial status. It only identifies
the overall percentage of their funding which comes from commercial activity as opposed to licence
fees.
General governance
A brief overview of the Board and the Broadcasting Council, as well as NRK’s Articles of
Association, is published in English on its website.
Procurement contracts
All public procurement in excess of threshold limits must be announced electronically on Norway’s
official public procurement database under The Public Procurement Act.
Planned activities / new activities
Although the NRK six-year strategy is available in English on their website, this outlines the goals
and values which will govern their activities in the next six years, rather than specific initiatives or
plans.

Specifically Targeted Audience
NRK must submit their annual public broadcasting report to the Norwegian Media Authority. Their
English-language information appears to have the purpose of attracting international partners.
Information is made available in English through the NRK website. They also prepare an annual
public broadcasting report.

F.4.2 Accountability
Legal duties
All public procurement in excess of threshold limits must be announced electronically on Norway’s
official public procurement database under The Public Procurement Act.
NRK are also subject to the Media Ownership Act (June 1997), which states that:
“The Media Authority shall be responsible for continuous supervision pursuant to this Act, and
shall hereunder
a) supervise market conditions and ownership in the daily press, television, radio and electronic
media,
b) contribute to creating greater openness about, awareness and knowledge of ownership in
Norwegian media, and
c) make decisions pursuant to section 9.
Each year the Media Authority shall prepare an annual report on its activities pursuant to this Act.
The report shall be sent to the Ministry by the end of March of the following year.”
(Section 7: Duties of the supervisory authority)
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Under Section 13 of the same Act, NRK are required to make available to the Media Authority and
Appeals Board for Media Ownership the information required enabling these authorities to perform
their functions:
“Every person has a duty to provide the Media Authority and the Appeals Board for Media
Ownership with the information required by these authorities in order to be able to perform their
functions pursuant to this Act, among other things in order to:
a) examine whether the criteria for intervention laid down in the Act have been satisfied,
b) examine whether a decision pursuant to the Act has been contravened, or
c) contribute to creating greater openness about, awareness or knowledge of ownership in the
Norwegian media.”

Regulatory requirements
Broadcasting in Norway is overseen by the Norwegian Media Authority. Under Norwegian
broadcasting regulations:
“Broadcasters and owners or operators of broadcasting facilities have a duty to provide the
information necessary to enable the authorities to carry out their functions pursuant to the Act, its
Regulations or provisions laid down pursuant thereto.” (Broadcasting Regulations, 28 February
1997)

‘Corporate’ requirements
The NRK’s six-year strategy outlines their corporate commitments to transparency. These are:
•

•
•

transparency at an internal level to staff (“NRK’s management shall be accessible and
unambiguous towards its staff by highlighting goals, strategies and consequences”
NRK.no)
a commitment to transparency around resource use in individual departments
the need to use open and consistent communication in order to sustain a public perception
of credibility

External stakeholder requirements
As a public broadcaster, it is expected that NRK are to deliver public value in return for funding.
The Norwegian Media Authority hold them accountable to this through the information disclosed in
the annual public broadcasting report they are required to prepare.
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Employee Co-operative

John Lewis Partnership

G.1.1 Transparency
Scope
John Lewis is a Partnership, with all 70,000 staff owning a share in John Lewis shops, Waitrose
supermarkets, johnlewis.com, Greenbee, a production unit and a farm. Information made available
includes:
•
•
•
•

Weekly financial figures – showing sales figures for the partnership as a whole, and John
Lewis and Waitrose individually compared to previous years.
Constitution – which sets out the principles and rules by which John Lewis is governed.
Interim / Annual Reports
CSR Report – sets out the efforts the Partnership makes with regards to corporate social
responsibility, produced annually with a detailed report on each John Lewis and Waitrose
once every two years.

Objective
The intent of information disclosure is to provide information to Partners, shareholders and the
Partnership’s other stakeholders.

Depth
Financial statements
John Lewis Partnership publish audited financial statements under the Companies Act 2006. This
included a breakdown of items charged and credited against profit on ordinary activities. This
included cost categories such as staff costs, restructuring costs and operating lease rentals.
General governance
The John Lewis Partnership has three governing authorities:
• The Partnership Council - directly elected by Partners, it holds the Chairman and
executives to account and appoints five non-executives to the Partnership Board.
• The Partnership Board – responsible for the proper management of the Partnership’s
commercial activity.
• The Chairman – ultimately accountable for the Partnership’s commercial performance and
responsible for developing business strategy.
The John Lewis Partnership constitution outlines the principles and rules by which the John Lewis
Partnership is governed.
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Own staff salaries
Within the financial statements of the John Lewis Partnership Director’s remuneration is identified
at a total level, along with the salary of the Chairman who is also their highest paid director. The
emoluments of other directors are shown by the number of directors which fall into each band.
Employee costs are also outlined in the financial report, including wages and salaries. The
amounts in respect of key management compensation, which are included in the total staff cost
figure, are also identified, as are partner discounts.
It is stated within their Constitution that “Pay rates must be decided with such care that if they were
made public each would pass the closest scrutiny”, it also states that the pay of the highest paid
Partner will be no more than 75 times the average basic pay of non-management Partners,
calculated on an hourly basis.
Procurement contracts
John Lewis Partnership disclose in their financial statements fees paid to their Auditors for audit
and other services.
Planned activities / new activities
A broad outlook for the coming year is included in the Chairman’s Statement in the Annual Report,
however there are no details plans identified.

Specifically Targeted Audience
Information disclosed by the John Lewis Partnership is targeted at Partners, shareholders and the
Partnership’s other stakeholders.

Assurance
The financial statements submitted by the John Lewis Partnership are accompanied by an
independent Auditor’s report.

G.1.2 Accountability
Legal duties
The Companies Act 2006 requires the directors to prepare financial statements for each financial
year. Under that law the directors have elected to prepare the group and parent company financial
statements in accordance with International Financial Reporting Standards (IFRSs) as adopted by
the European Union. The company is not subject to the requirement to prepare a directors’
remuneration report.

Regulatory requirements
The directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the company’s transactions and disclose with reasonable accuracy at any time the
financial position of the company and the group and enable them to ensure that the financial

© 2010 Deloitte LLP

125

Transparency and accountability in public institutions

2 July 2010

statements comply with the Companies Act 2006 and, as regards the group financial statements,
Article 4 of the IAS Regulation.

‘Corporate’ requirements
As each employee of the John Lewis group is a partner, they are able to hold the company to
account by merit of the rules laid out in the Constitution. Within the JLP Constitution, the
Chairman’s role is defined as including responsibility to:
“maintain open communication with Partners at all levels, who for their part have a duty to inform
him of anything he reasonably should know.”
The directors are responsible for the maintenance and integrity of the company’s website.

External stakeholder requirements
The directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the company’s transactions and disclose with reasonable accuracy at any time the
financial position.
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UK banking sector

Regulation
Following the recent financial crisis, The Walker Review published 39 recommendations for
changes in the way banks are run, including pay policies. At a high-level, these recommendations
included:
•
•
•
•
•
•
•

“Board-level risk committees chaired by a non-executive director.
Risk committees to have power to scrutinise, and if necessary block, big transactions.
More power for remuneration committees to scrutinise company-wide pay.
Remuneration committees to oversee pay of highly paid executives not on the board.
Significant deferred element in bonus schemes for all highly paid executives.
Increased public disclosure about the pay of such executives.
Chair of remuneration committee to face re-election if his or her report gets less than 75%
approval.”79
Of these recommendations, twelve dealt with remuneration. The recommendations on disclosure
are summarised as:
“FTSE 100-listed banks and comparable unlisted entities (such as the largest building
societies), must disclose the number of “high end” employees, including executive board
members, whose total expected remuneration is in the range of: (a) £1 million to £2.5 million;
(b) £2.5 million to £5 million; and (c) in £5 million bands thereafter. Within each band, the main
elements of salary, bonus, long-term awards and pension contribution must be stated. The
areas of business activity to which the bands relate must be indicated. Comparable disclosure
would also be required of FSA-authorised BOFIs that are UK-domiciled subsidiaries of nonresident entities. It is intended that these recommendations will be enforced through legislation
as enacted by the Financial Services Bill 2009 currently before Parliament. Disclosure should
be made in remuneration committee reports for the 2010 year and thereafter.” 80

The Financial Services Authority officially welcomed this publication, stating that many of the
recommendations complement the current work of the FSA. Many of the recommendations were
implemented through the Remuneration Code, issued at the beginning of 2010 and applicable to
81
periods commencing on or after 1 January 2010. The Remuneration Code sets out principles
aimed at ensuring that the principles of companies are consistent with those of good risk
management and sustainability.

79
80

81

http://www.guardian.co.uk/business/2009/jul/16/walker-report-bankers-pay, accessed 10 May 2010
http://www.herbertsmith.com/NR/rdonlyres/A88F5DF7-C931-411A-B37E0C9110567DBD/13594/WalkerreviewebulletinNov09.html, accessed 10 May 2010

FSA Handbook: Senior Management Arrangements, Systems and Controls: Chapter 19 - Remuneration
Code http://fsahandbook.info/FSA//handbook/SYSC/19.pdf
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Under the Remuneration Code, new disclosure requirements encourage firms to disclose clear,
comprehensive and timely information about their compensation practices to facilitate constructive
engagement by all stakeholders.
The 2010 Financial Services Act expands the disclosure regime by applying the company law
regime for disclosure of details of the remuneration of directors, to executives who are not legally
directors in a separate executive remuneration report. . The disclosure regime is intended to come
into force for annual reports in respect of 2010 issued early in 2011.

Debate
However, it has been strongly argued that the increased disclosure of remuneration for bankers
would damage the competitiveness of UK banking institutions.
There is worry, voiced by Angela Knight, chief executive of the British Bankers Association, that the
regulations surrounding remuneration in the financial services industry will have a negative impact
on the UK economy. Because the UK will be taking the steps before the rest of the global market,
there will be no level playing field at an international level and large companies may relocate away
from the UK to avoid more stringent regulations82.

82

http://www.mondaq.com/article.asp?articleid=98430, accessed 10 May 2010
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