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WHAT IS AN ANNUAL REPORT? 
The single source of getting information about any company whether it is the past or present 
performance or for that matter, the future outlook, detailed financial performance through the 
financial statements, corporate governance or CSR activities, all is compiled in the Annual 
Report of the company. It helps in assessing the year’s operations and provides the 

company’s view of the upcoming year and future prospects. It is a report that each company 

must provide to its shareholders’ at the end of the financial year, rather it is a report that 

every investor must read. It is the most comprehensive means of communication between a 
company and its stakeholders, rightly called the pinnacle of corporate communications. 

 

Key constituents of Annual Report: 

The major components of the annual report mirror the psyche of the company, giving a fair 
idea on the sustainability of business and how sound the business is. 

• Letter from the Chairman: This part of the annual report mainly tells you how the 
company has performed during the year.  It’s a place to find apologies and reasons if 

the performance doesn’t meet the expectations. The goals and strategies for the future 

are also laid down by the leading hands in this section of the annual report. 

• Ten-year financial summary: Assuming that a company is at least ten years old, 
many annual reports contain a snapshot of the financial results over that period of 
time. This helps in seeing the growth / de-growth trend of revenues and profits and 
other leading indicators of a company’s financial success. 

• List of directors and other officers: All the data regarding the leading managers like 
the president, chief executive officer (CEO), vice presidents, chief financial officer 
(CFO) is provided here. Also, information pertaining to the other seniors who may not 
be a part of the organization, but are present on the board of the company, to help and 
guide the organization is available in this section of the annual report. 

• Management discussion and analysis (MD&A): This is the place where the 
company’s management has the opportunity to present a discussion on the significant 

financial trends within the company over the past couple of years. It also includes data 
on the industry of which the company is a part of. Reading between the lines gives all 
the hints that the management is trying to indicate regarding where the company is 
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and where is it expected to be. It also contains a brief SWOT analysis (strength, 
weakness, opportunity and threat) and highlights the business strategy that the 
management intends to follow for the coming fiscal. 

• Director’s report: The director’s report comprises of all the key events that happened 

during the reporting period. It contains all the information like summary of financial, 
operational performance analysis, and details of new ventures, partnerships and 
businesses, performance of subsidiaries, details of change in share capital and details 
of dividends. In short, it provides a recap of the fiscal year under consideration. 

• Corporate information: Subsidiaries, brands, addresses: This section has all the 
information regarding company locations (domestic and foreign), contact information, 
as well as brand names and product lines. 

• General shareholders’ information and corporate governance: The report on 
corporate governance covers all the aspects that are essential to the shareholder of a 
company and are not a part of the daily operations of the company. It provides all the 
details regarding the directors and management of the company, for e.g. their 
background and remuneration. It also provides data regarding board meetings as to 
how many directors attended how many meetings. It also provides general 
shareholder information such as correspondence details, details of annual general 
meetings, dividend payment details, stock performance (stock history, stock price 
trends, listing stock exchanges), details of registrar and transfer agents and the 
shareholding pattern. 

• Financial statements and schedules: This section includes the financial performance 
data of the company. It provides details regarding the operational performance and 
financial strength of a company during the reporting period through the income 
statement, balance sheet and cash flow statement. The footnotes are equally important 
as they provide information about the organization’s structure and financial status that 

has not been covered anywhere else in the report. For example: information on 
management reorganization or details on bad debts that was written off by the 
company. Further, the schedules provide a detailed breakup of the individual 
components of the financial statements. 

a) Profit and Loss statement: It is the financial statement that summarizes the revenues, costs 
and expenses incurred during a specific period of time. It clearly indicates how much was 
earned and what went into getting those earnings. 

b) Balance Sheet: This provides the summary of the assets and liabilities of a company. It 
gives a fair idea of what the company owns and what it owes. 

c) Cash Flow: Cash Flow Statement: is the accounting statement that provides the details of 
how much cash is generated and used by the company over a specific period of time. 
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Reading an Annual Report: 

Although one would have all the information about a company readily available, there are 
certain things to keep in mind while browsing an annual report. 

• One should have the skill to read the annual report to the extent that one can pick the 
hints that the company provides regarding future growth or disasters expected. These 
are indicated in the Chairman speech, MD&A or the sales and marketing section if 
any. 

• Review the company’s financial statements and look for trends in profitability, 

growth, sustainability and dividends. 
• Footnotes and schedules are to be carefully read for complete understanding of the 

financial statements. 
• Carefully read the letter of Auditor opinion to be sure that the financial statements are 

an accurate representation of the company’s financial reality. 

Objectives of Annual Report: It is made with the following objectives: 

• Taking prospective economic decisions 
• Providing information about the financial position, performance and changes in 

financial position of an entity 
• Presenting and disclosing information about the company 
• To lure new investors and make adequate disclosures to the existing ones 

PURPOSE OF ANNUAL REPORT: 

• Provide Financial Information 

An annual report provides information on the company’s fiscal year. The financial 
information provided in the annual reports helps determine the current status of business, how 
the company is funding operations and growth, and how good the company is placed at 
making money for its investors. 

• Accountability 

Annual report is considered as the main accountability mechanism. Accountability is a pre-
requisite, as it gives an idea of how far the company has met its responsibilities towards its 
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owners, and fulfilled the role defined, which through the financial reports should reflect  the 
extent of performance that are related to the entity. 

• Decision making 

The objective of reporting the financial statements’  is to inform about the performance of the 
company that could be helpful to a wide range of potential users for evaluating and making 
economic decisions. 

Promote / Marketing the Company: 

In addition to providing financial information, an annual report serves as a marketing tool for 
the company. Inclusion of positive feedbacks from employees and customers or key 
developments in the company worth highlighting can increase the readership of the report 
and appeal to new investors and customers. 

Achievements highlighted: 

Annual reports provide information on the company’s mission and history and summarizes 

the company’s achievements in the past year. The achievement section also includes 
information on aspects like sales increases and factors related to growth in profitability and 
productivity. This serves the purpose of making the shareholders and stakeholders feel good 
about their investments or participation in the company. 

TARGET AUDIENCE: 

Current shareholders and potential investors are the primary audiences for annual reports. By 
and large it is also required by lenders, banks and potential employees for taking appropriate 
financially viable decisions. 

Conclusion: 

Although the annual report serves as a communication tool and determines the reality of the 
organization in the public mind, it depends on the quality of information provided in the 
annual reports. That is why, it is important to filter the annual report for the information 
provided and gauge its relevance before taking any investment decisions. 

 

WHAT IS AN ANNUAL REPORT? 

An annual report is a comprehensive report detailing a company’s activities throughout the 

preceding year. Its purpose is to provide users, such as shareholders or potential investors, 
with information about the company’s operations and financial performance 

Summary: 

• Annual reports are comprehensive documents designed to provide readers with 
information about a company’s performance in the preceding year. 

• The reports contain information, such as performance highlights, a letter from the 
CEO, financial information, and objectives and goals for future years. 
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• There are many users of annual reports, including shareholders and potential 
investors, employees, and customers. 

WHAT DOES AN ANNUAL REPORT CONTAIN? 

Annual reports provide a significant amount of information for its readers who will be able to 
get a good overview of the company’s overall performance in the preceding year. It is 
important to note that many annual reports are not traditional reports with large amounts of 
text; many companies often incorporate a lot of graphics and images, resulting in a visually 
appealing document. 

The structure of annual reports undoubtedly will vary according to each company, but most 
annual reports will generally contain the following: 

• A letter from the president or CEO  

• Performance highlights from the preceding year 

• Financial statements 

• Performance and outlook for future years 

We will briefly go through each item in detail below: 

1. Letter from the CEO: 

The letter from the CEO is addressed to shareholders and provides a summary of the 
company’s performance in the previous year. CEOs typically spend a lot of time on their 
letters to highlight the company’s achievements, as its performance is relative to the industry 

it operates in. The letter would likely mention the information of interest to shareholders 
since they are the primary readers of the report. 

2. Performance Highlights: 

Annual reports usually dedicate a section to highlighting some of the company’s key 

achievements, such as special initiatives, goals reached, or awards received by the company 
or its employees. The main goal of the section is to ensure that shareholders are satisfied with 
their investment in the company and persuade potential investors to do the same. 

3. Financial Statements: 

Financial statements are a key component of the annual report and provide its users with 
quantitative data regarding specific aspects of its financial performance in the previous fiscal 
year. 

Annual reports typically include financial statements, such as balance sheets, income 
statements, and cash flow statements. In addition, there will often be graphs or charts 
included, helping break down the financials into easily readable information. 
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4. Outlook for Future Years: 

Annual reports typically include information regarding its future performance in order to 
provide shareholders with information on the company’s future goals and objectives. 

Investors are able to get a thorough understanding of the company’s current position in its 

respective industry and the company’s plans for future growth. The reports also include 

information regarding a company’s strategy and how it plans to implement that strategy in the 
coming years. 

5. Format: 

While hardcopy annual reports are still common, electronic versions are increasingly popular 
and can be found on the websites of many companies. Electronic versions allow the reports to 
be made accessible to a larger audience in PDF or other formats. 

Increasingly common are interactive online reports, which allow users to virtually flip 
through the report and expand graphics, among other things. 

WHO USES ANNUAL REPORTS? 

Annual reports are often publicly available and cater to a large external audience, including 
shareholders, potential investors, employees, and customers.  The general community can 
also be an audience, as some companies or non-profit organisations will likely go through 
another company’s annual report to better understand the latter’s values to see if a partnership 

or other collaborative efforts are feasible. 

While they are primarily used to convey financial and performance-related information, the 
annual report is also used as an advertising tool to highlight some of the company’s key 

initiatives or goals that were recently achieved. 

1. Shareholders and Potential Investors 

Shareholders and potential investors use annual reports to get a better understanding of the 
current position of the company in order to make investing decisions. The annual report helps 
potential investors decide whether or not to purchase stock. It also gives insight into the 
future plans of the company, along with its goals and objectives. 

2. Employees 

Employees often use the annual report to understand some of a company’s different focus 

areas. Many employees are also shareholders of a company due, in part, to stock option 
benefits and other schemes, which provide employees with incentives in being shareholders. 

3. Customers 

Customers of a company use annual reports to get an overview of different companies and 
help them decide on which one to build a relationship with. Customers are interested in 
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working with high-quality suppliers of products or services, and an annual report enables 
companies to emphasize its core values and objectives. 

They also make good use of the financial information contained in the annual report, which 
gives them a good idea of the financial position of the company. 
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