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A range of possible approaches

Compliance-focused Selective Value-adding

• Information with limited interpretation 

or explanation

• Focus on completeness of topics

• Solely focused on downside of risk

• Information that is somewhat tailored to 

the company 

• Some disclosures may be generic and 

‘boilerplate’ 

• Dynamics of the risk may be discussed

• Information placed in context, with 

significance explained

• Risks clearly linked to strategy/

purpose and other areas of the 

annual report

• Discuss fundamental uncertainties that 

drive their business and the possible 

upsides as well as the downsides

A new age of accountability

The 2018 UK Corporate Governance Code, with its focus 

on how boards engage with their stakeholders and 

consider the matters set out in section 172 of the 
Companies Act, naturally leads to questions about how 

risk management and reporting will be affected.

Our view is that this is a positive initiative which will help 

companies enhance the effectiveness and quality of risk 

policies, processes and reporting. 

This document provides tips on how companies can join 

this direction of travel and improve their risk reporting 

disclosures in three major areas of risk reporting: 

1. risk management; 

2. principal risks and uncertainties; and 

3. risk appetite. 

It also suggests ways to incorporate the stakeholder lens 

through effective risk management. This is not just an 
add-on, however; the impact of businesses on 

stakeholders and stakeholders on businesses should be 

an integral consideration of any risk management system 

and the disclosures associated with it.  

Risk reporting and 
accountability

Risk reporting remains a challenging area where a natural 

conservatism holds sway: companies tell us that their priority is to 

avoid giving away anything that is commercially prejudicial and 

that the rewards of breaking free from the pack are just not there. 

Also, risk professionals in the business can find their insights 

being toned down by compliance or legal management – or the 

board. They believe that giving real insights into company-
specific risks would actually be a risk in itself: too many 

shareholders (and other stakeholders) would be likely to take away 

the wrong message.

It is no wonder therefore, that the majority of risk disclosures we 

see tend to be at the compliance focused end of the spectrum of 

approaches. In our view, transparency around risk reporting has 
many benefits, including but not limited to: 

• better stakeholder management; 

• opportunities to enhance trust by showing what you are doing 

about each risk; 

• greater accountability; and 

• the opportunity to provide real insight into your business that 

investors call for. 



   
Investor views on risk reporting

“ We need to be able to see a 

wider set of risks than just the 

financial risks. Companies 
should be reporting on 

risks they are exposed to 

because of their impact on 

communities, the environment 

and other factors.”

Portfolio manager

Preparer views of risk reporting

We surveyed preparers of annual reports and company directors from across the FTSE 350 about their views on corporate 

reporting. On risk reporting we asked:

To what extent does 

your annual report provide 
readers with sufficient 

information to understand 

the relevance of risk and 

uncertainty to the company’s 

position and prospects?

Most of those responding recognised 

the limitations in their reporting but 

wanted to do more:

Only 14% disclose significantly 

more than the strict requirements

But 55% thought that the annual 

report could do more in this regard

When we asked what is preventing 

them going further in their reporting of 

risk and uncertainty:

59% thought that better or more 

established legal protection would help

And 96% thought that there 

needed to be a change in the attitude 
of investors and other stakeholders

84%

of respondents agreed that ‘Understanding 

management’s view of potential risks and 
their mitigation strategies is important for 

my analysis and decision making.’ 

2018 Investor Survey



Risk management

Reporting tips

Learnings

• Discuss experience of risks crystallising (or near misses): 

 – What was learned from this?

 – What will be done differently in future?

• Discuss objectives for improving the effectiveness of risk management in the 

strategic report, instead of leaving this for the board or audit committee 

reporting 2

Embedding

Give a good sense of how risk management is embedded in the business by 

showing that:

• Risk-based thinking is ‘baked’ into how managers and teams operate on a 

daily basis

• Risk management is factored into strategic decisions (such as new market entry, 

M&A, restructuring, innovation/portfolio, workforce-related opex and other 

capital allocation)

• Risk management drives other repeating processes (such as health  

and safety, regulatory compliance, or quality control)

• Risk management guides the internal audit programme 1

Often a process-heavy disclosure, there is a real opportunity 

to show how effective risk management is driving good 

decision making and safeguarding investment.

Remember that risks associated with stakeholders can be particularly 

fast moving, especially when social media is involved.



Example: BBA Aviation, 2017

Why we like this: This example discusses – how this risk was foreseen and planned for in advance, how it was managed once it 

materialised and what was done afterwards to ensure lessons are learned for the future.



Principal and emerging risks

Reporting tips

Focus

Reporting should identify specific rather than generic risks, and tie them to the 

organisation’s individual circumstances. Consider:

• Is the risk clearly explained?

• Is the cause(s) of the risk discussed?

• How does the risk relate to the business model and/or strategy?

1
Relevance/Materiality

The organisation’s estimate of how likely each risk is to materialise and how and when its 

consequences would be felt, should be clear. Consider:

• Would the consequence(s) be direct and/or indirect and what would they be?

• Would the consequence(s) be short-term, medium-term or long-term?

• Which stakeholders are interested and/or affected?

2
Status

What is being done about the risk in terms of active management or other mitigation? 

Specifically:

• Is the risk currently within the risk appetite parameters?

• Are there any failings or weaknesses of risk management or internal control in  

connection with the risk? Are they significant?

• What has changed in relation to the assessment and management of 

the risk since the last reporting period, and what is expected to  
change going forward? 3

Principal risk disclosures are particularly affected by 

caution and conservatism. However, saying as little as 
possible is no longer the best approach to reporting.

Remember to consider how stakeholder interests may increase the 

impact/likelihood of your current and emerging risk profile. By 
incorporating stakeholder views and agendas into the risk management 

process you may also get early warning of incoming risks before they 

fully materialise.



Example: Royal Mail, 2018-19 (extracts)

Why we like this: This example provides a clear description of the risk, its impact, status and mitigations. It also illustrates the 
dynamics of the risk severity and risk velocity (speed at which the risk could impact). 



The organisation’s appetite and tolerance for taking risks is 

the starting point for embedding effective risk management 

into decision-making. Recognising this, an increasing 
proportion of large listed companies are choosing to report 

at least some insights on this topic despite it not being a 

specific requirement of the UK Corporate Governance Code. 
However, few of these disclosures go beyond a high-level 

generic statement.

Risk appetite 

Reporting tips

Process

Give insight into the risk management process by showing:

• How risk appetite is not only set but revised and adjusted

• How tolerance limits for this agreed appetite are communicated and integrated 

into underlying processes and decision making 

• Where appetite is centrally determined and where there is local responsibility

• How the board monitors adherence to its stated appetite 

Risks addressed

• Focus on areas that are strategically significant; appetite does not have to be 

stated for each and every principal risk

1

2

Understand stakeholder views and how they might impact your risk 

appetite and monitoring. Then consider whether the position is still 
within the targeted range.



Example: PageGroup, 2018

Why we like this: This example is very transparent showing that the organisation is currently operating outside or close to the limits of 

its tolerance in some areas. It also shows a range and movement over multiple years and the direction of travel.
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Tackling risk reporting

Practical suggestions, positive thinking

The proposals in this paper will help to 

move risk reporting forward. What we are 
suggesting is intended to be challenging. 
It has to be, because we know from our 

engagement with investors and other 

stakeholders that the state of risk reporting 

today does not meet their needs.

www.pwc.co.uk

September 2016

Tackling risk 
reporting
Practical suggestions, 
positive thinking

UK Corporate Governance 
Code: Raising the bar on 
risk management 
Why this is not business as usual 
and what you need to do to comply

www.pwc.co.uk/riskassurance

September 2014

“The FRC’s amendments to the UK Corporate Governance Code and 

Directors Guidance (the Code) are intended to raise the bar 

on the way organisations think about, manage and report on their 

principal risks and culture.”

Simon Perry, partner, PwC

UK Corporate Governance Code

Raising the bar on risk management

It’s important to understand the difference 

between risk disclosure and risk 

management. You need to do both well. 
For audit committees, the 2014 Code 

meant deriving certainty that Enterprise 

Risk Management (ERM) has been 

sufficiently developed and embedded, that 

they ‘can walk the talk’. 

March 2017

Tackling risk reporting
Reporting on cyber security, climate change 
and Brexit – a Point of View

www.pwc.com

Tackling risk reporting

Reporting on cyber security, climate 

change and Brexit – a Point of View 

Writing to Audit Committee Chairs and 

Finance Directors in October 2016, the 

Financial Reporting Council (‘FRC’) 

identified three topical areas for companies 

to consider when determining the principal 

risks and uncertainties in their annual 

reports: cyber security, climate change and 

the UK referendum result, or ‘Brexit’. This 
Point of View sets out our findings in each 

area, as well as some of the more striking 

examples of disclosure that we saw during 

our review or had identified previously.
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