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Examples used
Our report highlights examples of current
reporting practice that were identified by the Lab
team.
Not all examples are relevant for all companies
and all circumstances, but each provides an
example of a company that demonstrates an
approach to useful disclosures. Highlighting
aspects of reporting by a particular company
should not be considered an evaluation of that
company’s reporting as a whole. Nor does it
provide any assurances of the viability or going
concern of that company, and should therefore
not be relied upon as such. The examples used
are selected by the Lab to illustrate the principles,
and should not be taken as confirmation or
acceptance of the company’s reporting more
generally.

Introduction
In response to the COVID-19 pandemic, and based on discussions with investors, the Lab issued an infographic in March and two
reports (and related summaries): Going concern, risk and viability and Resources, action the future in June 2020 relating to Reporting
in times of uncertainty.
The June reports reflected the practice at the time, which was limited. Practice has evolved and, therefore this report aims to provide
examples that reflect more recent reporting practice. Further examples of good practice and guidance can be found in the FRC
Corporate Reporting Review’s Covid-19 Thematic Review.
Company reporting is continuing to develop to meet the challenges of the extended COVID-19 pandemic and the uncertainties that
it brings. Against this backdrop, investors’ needs are evolving with the aim of understanding how companies are meeting the
challenges of the pandemic.
This report looks back at key elements highlighted in the Lab’s previous work, considers current practice and takes a look forward at
how reporting is developing.
The report focuses on the areas and themes addressed previously in the COVID-19 – Going concern, risk and viability report. Where
relevant it includes examples of current disclosure practices and provides some ideas of how we expect disclosure to evolve. In
addition, an update to the report focused on Resources, action, the future can be found on the FRC website.
Using QR codes
For those reading the report in a
printed form, the QR codes provide
a direct way to view linked
publications using a mobile phone.
To use the QR codes point your
camera at the QR code (special QR
reader apps may be required for
older phones). The phone should
then take you automatically to the
publication.
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Going concern, risk and viability - background
The level of uncertainty that still remains in the business environment reinforces the need for companies to disclose how they are
managing the current situation.

Investors expect disclosures detailing a range of possible outcomes given the level of uncertainty – companies may, however, be
concerned about providing such disclosures.
Disclosures should provide clarity about the key factors and events that impact the level of uncertainty and prospects over the short,
medium and longer term.
Many parts of the annual report may be impacted by the current situation, but in this report, we consider the impact on three key
areas of disclosure and whether and how such disclosures have changed over time:
•
going concern;
•
risk reporting; and
•
viability statement.

Lab view
Different aspects and elements of disclosure can help investors and other stakeholders understand different elements of the future.
However, no single element of reporting can or does answer all investor questions. Understanding is gained through good quality,
connected and holistic disclosure across the annual and interim reports.
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How to read this report
This report is structured to provide a reminder of the views and practice that existed in June along with updates to reflect more recent
disclosure practices. In addition, we provide some suggestions about how disclosure could evolve further to provide more information
to investors. These suggestions are based on our observations of recent reporting practices in the context of the input received from
investors prior to the release of the original reports.
The different sections of this report have been broken into four areas:
•

key messages from the Lab’s earlier reports;

•

an update on recent developments in corporate reporting;

•

some thoughts regarding how corporate reporting can develop; and

•

practical examples from reports and presentations released by companies since June.

This report follows the themes identified in June, namely: going concern, risk and viability.
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Looking back
Recent developments
Looking forward

Going concern and viability
Looking back
Disclosure around going concern helps to provide context in uncertain times. Given the level of uncertainty in the market in the early
part of the crisis, a significant number of companies needed to highlight material uncertainties. This did not mean necessarily that
the companies were in trouble, but was a natural reflection of the lack of certainty around many aspects of companies’ business
models, liquidity and strategy. In this context helpful disclosures:
•
clarified the going concern position and detailed the factors that supported that decision;
•
provided detail of the actions management planned to or were taking and their status;
•
provided detail of the elements of uncertainty (specific to the business) and consideration of the impacts on the company
where the position was subject to or impacted by uncertainty; and
•
connected to broader reporting within the report, such as risk and viability disclosures.
Disclosure around viability should consider a period beyond the going concern period and provide insight into a company’s longerterm prospects and viability. The uncertainty caused by the COVID-19 crisis provides an opportunity for the viability statement to act
as a vehicle for companies to communicate a more stable long-term vision post crisis. However, while many statements do not do
this effectively, the better statements:
•
covered company-specific detail and context on both prospects and viability;
•
provided details on actions and expectations; and
•
provided details of realistic scenarios considered and key assumptions used.
Further disclosures that provide useful insight into the impact of COVID-19 on viability include:
•
specific short and medium-term COVID-19-related factors that had been considered;
•
details of how the board was monitoring and controlling the situation;
•
details on business model resilience and actions with reference to the situations highlighted by COVID-19; and
•
details of how COVID-19 had been reflected in scenarios and stress-testing of both prospects and viability.
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Scenarios and forecasts are, necessarily, related to many of the themes discussed in this report.
Many different scenarios and underlying forecasts are considered and prepared by management when reporting on a company’s
going concern and viability. In the original report, it was noted that useful aspects of disclosure included:
•
•
•
•
•
•

Management’s base case for recovery over the short term and into a longer transition period.
The key assumptions and the basis for each assumption.
The sensitivity of the base case to movements in the key assumptions.
Plausible upside and downside cases.
The assurance and controls that management has around the forecasts.
The process for updating scenarios.

Useful disclosures previously identified in the June reports, highlighting scenarios and related planning, include Informa (in their 2020
COVID-19 Action plan released in April 2020) and Norwegian Air Shuttle (in their presentation to Bondholders on 27 April 2020).

CRR thematic
In their Covid-19 Thematic Review released in July 2020, the FRC’s Corporate Reporting Review (CRR) team identified the following
areas that represent an opportunity for enhancing disclosures in the context of going concern:
“Given the current uncertain environment, we expect company specific going concern disclosures to explain clearly the key
assumptions and judgements that the board has made in determining whether or not the company is a going concern and whether or
not there are material uncertainties.”
“We expect going concern discussion in the strategic report to reflect the going concern information presented in the notes to the
accounts.”
In addition, the report encouraged interim financial statements to provide going concern disclosures which followed the same
characteristics of good reporting that are applied in annual financial statements. Furthermore, companies should ensure that they
disclose the significant judgements in respect of going concern in annual and interim reports.
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Going concern and viability
Recent developments
Companies are providing more information to support management’s assessment that reporting on a going concern basis is
appropriate. The majority of companies are providing information about the scenarios they have considered when assessing
going concern and viability (refer to Land Securities and Ascential). However, some reported scenarios can be limited to generic
information being provided regarding the underlying assumptions. The most commonly referred to scenarios are ‘best case’ and
‘realistic worst case’.
Information regarding going concern and viability incorporates assessments on various scenarios determined by management
(refer to Auto Trader, Nedbank and National Grid). Some companies provide insight into the expected impact of different
scenarios on different aspects of performance and other metrics (refer to Next).
It is noticeable that information presented in interim and quarterly information is far less detailed than that provided in annual
reports. Given the level of uncertainty, it would be useful for companies to provide a detailed update at any time they report to
the market.

Looking forward
Useful disclosure would discuss the process for identifying scenarios, determining the related inputs and adjusting these for
changes in circumstances and how these are monitored and evaluated over time. The actions management has taken to mitigate
against such changes should be explained. As time passes, there is an expectation that companies would provide an update
about the status of the scenarios outlined and their progress against these.
In their Covid-19 Thematic Review released in July 2020, the FRC’s CRR team stated the following about scenarios and stress
testing in the context of going concern:
“We also expect disclosure of the possible scenarios that could lead to failure, and details of any mitigating actions available
to the board. The disclosures presented should be sufficiently granular to enable a user to understand clearly the way in which
the company intends to meet its liabilities as they fall due.”
“Going concern disclosures could be further improved by including information which explains any reverse stress testing that
has been conducted.”
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What is useful?
Land Securities clearly explains the process applied
to make the going concern and viability
assessments. The impact of the viability scenario
on key metrics includes the available financial
headroom.
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Land Securities Group plc
Annual Report 2020
page 57

Ascential plc
Interim results 2020
presentation
slide 43
What is useful?
Ascential provides good
detail about the scenarios
utilised when assessing
going concern in addition to
potential actions that may
be taken in response.
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Auto Trader Group plc
Annual Report 2020
page 59
What is useful?
Auto Trader clearly explains the scenarios utilised
to determine viability. These scenarios have been
linked to and discussed in the context of the
company’s principal risks.
Commentary is provided regarding the potential
impact on the scenarios should stricter lockdown
restrictions be reintroduced. In addition, the
company specifies some of the actions that could
be taken in response to such a situation, too.
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Nedbank Ltd
Integrated Report 2019
page 36

What is useful?
Nedbank illustrates the impact of
the COVID-19 pandemic on its
short to medium-term scenario
planning. This is achieved by
providing the scenarios used just
post-year-end (in January), and,
included on the following page,
those to be applied in March
(prior to the Integrated Report
being issued in April 2020) based
on local and international
developments.
The company has considered the
potential impact of these
scenarios on its business model
and ability to create sustainable
value for its stakeholders.
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National Grid plc
Annual Report 2019/2020
page 26

What is useful?
National Grid provides an explanation of the
approach it has taken to determine longer-term
viability.
The assessment incorporates identified principal
risks and considers these in scenarios, either
individually or as part of a cluster.
The company also discusses how the expected
impacts of COVID-19 on its business plan and
viability over the assessed period have been
considered.
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National Grid plc
Annual Report 2019/2020
page 27
What is useful?
National Grid provides further information
about how each identified principal risk was
considered as part of a viability scenario (or
where principal risks were included in a
scenario as part of a cluster). In addition, the
company indicates how the risk and related
scenario has been considered by the Board
throughout the period.
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Next plc
Half Year Results July 2020
pages 40 and 41
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What is useful?
Next outlines the scenarios considered and the
expected impact on sales and performance, and
other measures.

Risk reporting
Looking back
It is important to remember that a different approach to reporting short-term risks is needed than that for longer-term risks. As
the time horizon becomes shorter, the level of information a user needs increases. Based on previous investor discussions,
useful disclosure is:
•
•
•
•
•

consistent and provides the context for changes;
relevant by focusing on the most relevant issues such as liquidity, solvency and operational matters;
reflective of timescales by clarifying timing of triggers to the risks and their run-off;
focused on impacts by providing information on impacts, changes to risks and their mitigation, and changes to risk appetite;
and
detailed by contextualising risks by geographies, operations or segments.

Two examples of interesting disclosure in this area, included in the June reports, were prepared by Informa and G4S in their 2019
Annual Reports.

Recent developments
‘COVID-19’, or ‘pandemic’ has been included by almost all companies as a new primary or emerging risk (refer to Dixons
Carphone). For most entities, this risk is considered to be pervasive and significant at least in the short term. However, whilst this
approach draws attention to the risk, it can reduce visibility around how individual components of the risk unwind – which will
become increasingly important as we begin to move to a post-COVID-19 situation.
Some companies have adopted an alternative approach. Instead of disclosing COVID-19 itself as a primary or emerging risk, some
companies have disclosed the effects the pandemic has had on their other risks and how the ‘rating’ of these risks has changed
since their previous reporting (refer to Land Securities and U + I).
A ‘blended’ approach in which a new COVID-19 risk has also been identified with other risks tailored to take the effect of COVID19 into account could also be useful.
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Risk reporting
Looking forward
Disclosing the effects of the components of COVID-19 on other risks, rather than as a separate risk, may provide more useful
information to users. COVID-19 was an event that triggered a cascade of other risks. As we move into the longer term, the
longevity and nature of impact on the individual components of risk will be different. Therefore, what becomes important is
understanding the impacts, the actions and the mitigations at this component level rather than ‘pandemic risk’ as an individual
risk. The component risks associated with it (government regulation, lockdowns, effect on employees, securing funding and
financing and the general economic impact, for instance) may extend to the medium and longer term. Hence, instead of an
entity removing a principal (or emerging) risk, the explanation of the risk can be tailored instead.

Reporting on risks, uncertainties and scenarios
Investors and other stakeholders are increasingly looking for information from companies about how they will evolve, adapt and
respond to changes in the external business environment. The risks and uncertainties that could impact a company’s business
model, strategy and viability will vary over the short, medium and longer term. Given the significant reassessment many
companies are making to their longer-term business model and strategy, risk, uncertainty and scenario reporting is likely to
become even more important.
If you would be interested in finding out more about the Lab’s current project on the reporting of risks, uncertainties and
scenarios (and possibly take part) you can find details on the Lab’s section of the FRC’s website.
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Dixons Carphone plc
Annual Report 2019/2020
page 20

What is useful?
Dixons Carphone has chosen to identify COVID-19 (or pandemic) as a risk on its own, but has discussed its impact, management and
change since the last report (in this instance, it is a ‘new’ risk).

U and I Group plc
COVID 19 Risk assessment
report
pages 1 -3

What is useful?
U + I released a separate
document, on the date of the
preliminary results release,
providing an update to its
principal risks due to COVID19 and the related
mitigations and changes.
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What is useful?
Land Securities has chosen to discuss the impacts of COVID-19 in the
context of the previously identified principal risks.
The change in the significance of the risk is considered, and the
responsible executive, as well as Key Risk Identifiers (KRIs), are identified.
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Land Securities Group plc
Annual Report 2020
page 52

The Lab has published reports covering a wide range of reporting
topics.
Reports include:

The FRC’s mission is to promote transparency and integrity in
business. The FRC sets the UK Corporate Governance and
Stewardship Codes and UK standards for accounting and
actuarial work; monitors and takes action to promote the
quality of corporate reporting; and operates independent
enforcement arrangements for accountants and actuaries. As
the Competent Authority for audit in the UK the FRC sets
auditing and ethical standards and monitors and enforces
audit quality.
The FRC does not accept any liability to any party for any
loss, damage or costs howsoever arising, whether directly or
indirectly, whether in contract, tort or otherwise from any
action or decision taken (or not taken) as a result of any
person relying on or otherwise using this document or
arising from any omission from it. 
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