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A note on our illustrative examples
Unlike other publications in our ‘Reporting Tips’ series, we have not focused on extracts from published annual 
reports.  Instead, we have created examples of our own to illustrate the direction we think these disclosures 
should be moving in. The topics have been chosen because they are among the most frequent, yet poorly 
reported, significant issues.

The main principles we have applied in drafting our examples are that:
1. The significant issues disclosures should focus on the value that the audit committee added, not the issue 

itself, or the work of the auditors, for instance. 

2. Priority issues will be clearer if the reporting is on a changes/exceptions basis. This includes splitting the list 
of issues into new/priorities and those identified previously. The ‘Going forward’ field in the issues below is 
designed to allow the narrative around the issue to be easily and coherently picked up in the next report.

3. Generally, committees should focus on fewer issues but provide more insight into each of them in order for 
them to contribute to real ‘accountability’ in reporting.

4. The commentary we have provided within the illustrative examples would not, of course, appear in the 
relevant audit committee report.
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Investors want significant issues regarding the financial statements 
to be easily identifiable and understandable. Audit committee chairs 
need to have the reader in mind and avoid excessive jargon.
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The requirement for the audit committee 
to describe in its section of the annual 
report ‘the significant issues that the 
committee considered in relation to the 
financial statements, and how these 
issues were addressed’ was added to the 
UK Corporate Governance Code (the 
‘Code’) in 2012. Also introduced at that 
time was the long-form audit report for 
companies reporting against the Code, 
the idea being that the information given 
by the audit committee and the auditors 
would be complementary.

Few would argue with this framework as a 
concept. In practice, however, it has rarely 
produced the degree of insight into the matters 
reported that the regulators (and investors) had 
envisaged – and continue to encourage.

This was confirmed in the report produced in 
December by the FRC’s new Audit & Assurance 
Lab1. Most investors want the audit committee to 
be open and specific in their reporting of 
significant issues. 

They expect the audit committee to state clearly 
their conclusion, and explain the rationale for 
their conclusion on each significant issue... Investors 
expect some consistency between the audit 
committee’s disclosure of significant issues and the 
areas of focus covered in the external auditor’s 
report, but do not expect them to be the same.

The Lab report included a number of extracts 
from published reports, hints and tips to 
encourage more companies to adopt good practice 
in their significant issues reporting and we 
encourage companies to refer to it.

What we have done in this short document is to 
provide some illustrative examples of our own 
that we hope will encourage companies to go 
beyond existing practice, with the aim of driving 
the kind of value that these disclosures were 
originally intended to produce. We are fully 
aware that this is challenging and could be 
dismissed as unrealistic – at least in parts. Our 
hope is that it will at least give companies and 
audit committees pause for thought as to why they 
can’t or shouldn’t aim for the sort of transparency 
and accountability that we’re suggesting.














