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This year, more than in previous 
years, the demonstrated ability  
of an organisation to identify risk 
in advance, and set strategies 
to chart their way through will 
play an important role in their 
shareholder communication. 

In this years annual reports, 
organisations need to ensure 
they highlight principal risks and 
uncertainties facing their businesses, 
along with their risk management 
strategies. We would expect to see this 
information play a more up-front role 
in reporting, with complex legalese and 
technical language giving way to clear, 
transparent information on mitigation 
programs. In the UK we have seen a 
move in risk management reporting 
towards tables listing principal risks  
next to potential impact and mitigation.

Best Practice Principles

• �Is there a clear and simple to understand 
summary of the key challenges and major risks 
the organisation faces today and into the future? 

• �Does the organisation demonstrate a sound 
system of risk identification and management 
and internal compliance and control?  
Is there an explanation of priorities behind  
risk management?

• �Does the report discuss the business risk and 
profit sensitivity to competition, the business 
environment, market share, export performance, 
product price, change to government and 
regulatory policy both in local and foreign 
markets, interest rates and foreign exchange?

• �Is there an assessment of the potential impact 
of identified risks on the business value?

‘Have policies on risk been established including 
identifying material business risks and their 
treatment?’ Criteria statement: Australasian 
Reporting Awards.

‘The OFR should provide information to assist 
members on... the resources, principal risks and 
uncertainties and relationships that may affect 
the entity’s long-term value.’ Reporting statement: 
Operating and Financial Review. Accounting 
Standards Board (UK).

The ‘R’ Word; how 
do you identify and 
manage business risk?
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The Carphone 
Warehouse  
Group PLC 
Annual Report 2007

Land Securities 
Annual Report 2008

Wolseley 
Annual Report 2008
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If you would like to 
know more about 
our methodology for 
transforming good 
annual reports to 
great shareholder 
communications 
and how it may 
be applied to your 
report, call our  
client services 
director Malcolm  
on (03) 9693 0000.




