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How it all fits together: perspectives

Governance Code (recent changes)

business model: basis on which the company generates or preserves value over the longer term

success: effective board… collectively responsible for long-term success

risk appetite: nature and extent of the significant risks [the board] is willing to take in achieving its 
strategic objectives

diversity: due regard for the benefits of diversity on the board, including gender

Failures in the governance of banks is causing:

desire for long-term, risk managed, sustainable corporate success

changes in the governance of corporates

public sector cuts and social pressures on “excessive” remuneration

a move away from enlightened capitalism to accountability to multiple stakeholders

responsible, ethical, well-governed, successful companies to have a competitive advantage
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Corporate Governance and Narrative Reporting: Current 
Consultations

Corporate Governance 
Code

Strategic Report
(formerly Business 

Review)

Annual Directors’
Statement (formerly
Directors’ Report)
- Remuneration Report
- Corporate Governance 

Statement
- Audit committee report

Financial statements

Stewardship Code

BIS

Long term focus for Corporate Britain
(call for evidence):
Kay Review on the effect of UK equity 
markets on competitiveness of UK 
business

Consultation on narrative reporting: new 
framework

Consultation on executive remuneration

EU

Green paper on corporate governance of 
financial institutions

Green paper on corporate governance of 
all listed companies

Consultation on disclosure of non-financial 
information

Proposal to amend Transparency Directive

FRC

Review of Turnbull Guidance to reflect 
lessons on risk

Consultation on changes to UK Corporate 
Governance Code re gender diversity

Consultation on recommendations to 
enhance corporate reporting and audit

Boards and risk: A summary of discussions 
with companies, investors and advisers

FRRP: Challenges of reporting principal 
risks and uncertainties

Other

Lord Davies’ report: Women on Boards

Defra consultation on reporting of 
greenhouse gas emissions

Sharman Inquiry into going concern and 
liquidity risk reporting

Going concern statement
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Narrative reporting: Proposed new reporting framework 
(Financial years beginning on or after 1 October 2012)

Shows position for quoted companies.  Some disclosures are qualified by a ‘where necessary’ test.  For unquoted companies requirements vary for small and medium sized 
companies.

Strategic Report (replaces Business Review)
Proposed additional 

content

• Business review (for users)
• Critical changes to 

governance
• Executive remuneration
• Women on boards
• Human rights

Existing Content

• Business review (for shareholders)
• Strategy
• Business model
• Development and performance during year
• Financial position at year end
• Principal risks and uncertainties
• Environment
• Employees
• Social/Community issues
• Effectiveness of policies on environment, employees   

and social/community
• Business essential contracts/arrangements
• Financial KPIs
• Non-financial KPIs, including environmental/employee 

matters
• Trends and factors affecting future development, 

performance and position

Purpose

To provide key strategic 
information about the 
company, including key risks 
and forward looking analysis
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• Additional voluntary information (eg 
environmental/social issues)

• Information required by law 
• Directors’ Remuneration Report
• Corporate Governance Statement
• Audit Committee Report

Shows position for quoted companies.  Some disclosures are qualified by a ‘where necessary’ test.  For unquoted companies requirements vary for small and 
medium sized companies.

Format

More prescribed to assist comparability and 
searchability online.

ContentPurpose

To provide more detailed disclosures, in part to 
underpin the Strategic Report

Annual Directors’ Statement (replaces Directors’ Report)
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“Since profits are, in part, the reward for successful risk-taking in 
business, the purpose of internal control is to help manage and control 

risk appropriately rather than to eliminate it.”

Turnbull Guidance
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“Events dear boy, events.”
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Charles specialises in M&A, IPOs and advising listed companies and investment banks on the legal aspects of 
corporate governance and compliance. 

He has advised different global companies on acquisitions of companies and products, better aligning legal and 
risk management functions, global compliance policies, Bribery Act compliance and risk reviews, and anti-
corruption due diligence for M&A and joint ventures.

He is the lead S&S partner for the team selected by UK Financial Investments for its panel. He advised the Ministry 
of Defence on the QinetiQ PPP and subsequent IPO, the UK Government on the Energy Technologies Institute, 
the Department of Health on the acquisition of a US blood plasma business, the European Banking Authority on 
aspects of its replacement of the Committee of European Banking Supervisors, the UK BioIndustry Association on 
its corporate communications code, and GKN on its £1 billion sale of its involvement in AgustaWestland.

Between July 2007 and July 2009 he was seconded to our China offices where he advised GSK and other multi-
nationals on setting up and operating R&D centres in Shanghai. He is a member of the CBI Companies Committee, 
and the Primary Markets Group of the London Stock Exchange.  He is a member of the Legal Experts Network of 
the Association of the British Pharmaceutical Industry (ABPI).  He is a member of the panel from which the AIM 
Disciplinary Committee is appointed.

Charles has been named as one of the leading M&A lawyers in Europe.  He is also recommended for high-end 
M&A, recognised for corporate governance advice and named as one of the most prominent lawyers advising on 
directors’ duties and liabilities in PLC Which Lawyer?  Chambers Global 2011 said clients describe Charles Mayo 
as “excellent – he is experienced, relaxed, pragmatic, and very sympathetic to our issues.” Chambers UK 
2012 said clients describe him as “greatly switched on in terms of giving you a proposal and a product that 
makes both business and legal sense”.

Charles Mayo
T: +44 20 7825 4410

E: charles.mayo@simmons-simmons.com



10 / Doc ID: B_LIVE_EMEA1:1030480v1
© Simmons & Simmons LLP 2011. Simmons & Simmons is an international legal practice carried on by Simmons & Simmons LLP and its affiliated partnerships and other entities. Private & Confidential

simmons-simmons.com
elexica.com



The Financial Reporting Review Panel and 
Narrative Reporting



The business review must contain –
(a) a fair review of the company’s business, and
(b) a description of the principal risks and uncertainties 
facing the company.
The review required is a balanced and comprehensive 
analysis of –
(a) the development and performance of the company’s 
business during the financial year, and 
(b) the position of the company’s business at the end of 
that year,
consistent with the size and complexity of the business



• PRUs - you can expect challenge if:
• the principal  risks and uncertainties are not 

identified
• the list is too long
• the descriptions are generic
• the disclosure is of a risk framework
• the disclosures are inconsistent with other 

information



Fairness and Balance

• Where’s the bad stuff?
• Materiality
• Clarity



“The principal risks facing the Group 
are liquidity risk, market risk, 
(including interest rate risk) and 
operational risk.”



Risks Relating to the Group
• A decline in the sales of certain key brands
• Adverse publicity in relation to the Group or its brands
• Consolidation or reduction of the customer base
• Failure or unavailability of the Group’s operational 

infrastructure
• Failure in IT systems



“ The Group recognises the benefit that is 
derived from conducting business in an 
ethical and socially responsible manner. 
This approach extends from the sourcing of 
raw materials and components to the 
manufacture and delivery of products and 
services. It applies to the provision of a safe 
and healthy place of work and investment 
in technologies to reduce the environmental 
impact of the Group’s products and 
operations. Shortcomings in any of these 
areas could damage the Group’s reputation 
and disrupt its business .”



“ All of the company’s operations are based 
in the UK, and the majority of the group’s 
sales are made to UK customers, with the 
remainder mostly to customers in the USA 
and Europe. Any significant change in 
economic conditions in these locations and 
particularly those that impact the building, 
construction, vehicle manufacturing and 
brewing sectors could affect the company’s 
future revenues and profits.”



“The performance of the Group is influenced by 
economic conditions particularly in the UK, US and 
Europe. Downturns in these economies could result 
in general reduction in business activity and 
consequent loss of income for the Group. It could also 
cause a higher incidence of credit losses and losses in 
the Group’s trading portfolios. Geopolitical 
conditions can also affect the Group’s earnings. 
Terrorist acts and threats and the response of 
governments in the UK, US and elsewhere to them 
could affect the level of economic activity. The 
Group’s business is also exposed to the risk of 
business interruption and economic slowdown 
following the outbreak of a pandemic."



Corporate risk and reputation: 
narrative reporting

Carol Sergeant 
29th November 2011

Threadneedle Solutions Limited



Why it matters 

Financial accounts = History (backward looking)
(mostly(!) carefully checked and audited)

Narrative = Current (and Forward looking?)
Who we are 
What we do
Where we are going and why
Assumptions about the environment 
Sustainable value creation 
Risks and Opportunities

(all checked and challenged (enough??) by whom ? )

BOARD’s role ?



Who are the key stakeholders ?



Risk and Reputation 

“No surprises”

DO WHAT IT SAYS ON THE TIN
(products , services, markets , P+L, corporate values, governance ,              

staff commitments, regulators etc ) 

* Is it clear to all stakeholders?
* Is it understood and accepted ?
* Is it still relevant and appropriate ? 



Strategy

• What are we seeking to achieve ?
• By when ?
• What resources are required (money, people, 
premises, technology etc.) ?

• How will we measure success?
• What could go wrong ?



Risk and Strategy

You can’t have a strategy without a risk 
appetite 

*Is the risk appetite clear ?
*Is it consistent with strategy ?(!)
*Does it deal with volatility of outcomes?
*Is it clearly and consistently communicated    

to all stakeholders ?
*Is it rigorously monitored ?



So –what goes wrong ?

• Deliberate fudge (disagreement about strategy , 
incoherent strategy, “wiggle room”, uncertainty)

• Inadequate/unclear KPIs

• Avoiding accountability 

• Legal/compliance 

• Internal process (the executive drafting machine)



A few suggestions

• Informal board discussion long before drafting 
begins?

• A board sub committee focussed just on narrative 
reporting ?

• Challenge to executive to deliver elevator account of 
strategy and risk?

• Regular reports on the views and level of 
understanding of ALL key stakeholders?

• Differentiation test ?  



Wonderful side effects 

• More robust strategy
• Better business model
• Clearer KPIs and executive objectives 
• Stronger risk metrics and controls 
• More effective Board 
• Happy stakeholders ?



Panel discussion Q&A session
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