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Agenda

Alternative performance measures

CRRT annual update & priorities 

Latest on new standards

January 2017
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Changes to CRRT operating procedures

Identify companies 
that have been 
reviewed

Send ‘no issue’ letters More reporting by 
audit committees 
about FRC 
engagement (AQR as 
well as CRRT)

January 2017
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CRRT areas of focus for 2016/17

Strategic 
report

Accounting 
policies

TaxPensions

Clear and 
concise

Judgements 
and 

estimates

FRC letter to companies summarising key 2016 developments

January 2017
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CRRT Priority sectors

• Extractive industries

• Companies servicing the extractive industries

• Companies servicing the public sector

• Media

2016/17 

2015/16

• Insurance

• Food, drink and consumer goods 
manufacturers and retailers

• Companies servicing the extractive industries

• Business services

January 2017
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Headlines from the tax thematic review

• 

• Most companies responded 
positively

• Discussion of tax matters in 
strategic report

• Reconciliations of effective tax 
rates

• Identification of uncertain tax 
provisions

• Clarity around policies, judgements 
and estimates



January 2017
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Thematic review – Alternative Performance 
Measures

Good 
explanation to 
support use

Internally used 
APMs

Emphasis in 
narrative

Definitions 
and 

reconciliations

Changes in 
APMs

Clear 
signposting

Consideration 
of exclusion

January 2017
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Thematic review – Pension disclosures

Quantified information about the level of funding of the pension 
scheme expected in future years.

The risks inherent in the investment strategy to be clearly identified 
and explained.

Where net pension assets (plan surpluses) have to be considered, the 
basis on which the company expects to benefit, including the 
judgments made when assessing trustee rights.

An explanation of how fair value has been determined for assets such 
as insurance contracts or longevity derivatives.

January 2017
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Thematic review - Significant accounting 
judgements and sources of estimation uncertainty

Clear descriptions of the specific, material judgements clearly 
differentiating these from estimates

Specific identification of the sources of estimation uncertainty, with 
quantified explanations of the assumptions, and the carrying amounts 
that are subject to a significant risk of material adjustment

Supplementary disclosures such as information about the sensitivity of 
estimates to changes in assumptions, the range of reasonably possible 
outcomes and changes made to past assumptions during the year.

January 2017
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What’s new in IFRS?
Amendments effective this year

January 2017
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Standard Nature of amendment

Amendments to 
IFRSs 11

Acquisition of interests

Amendments to IFRSs 
10 and IAS 28

Consolidation exemption 
and sale/contribution 
of an asset

IASs 16 Bearer plants

IASs 16 and 38 Methods of depreciation

IAS 1 ‘Disclosure initiative’

IFRS 10 and IAS 28 Investment entities

Annual improvements Various
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IFRS 15 - Quick recap

January 2017

12

Core principle – Revenue recognised to depict transfer of goods or services 

Identify the contract with the customer

Identify the performance obligations in the contract

Determine the transaction price

Allocate the transaction price 

Step 1

Step 2

Step 3

Step 4

Step 5 Recognise revenue when (or as) a performance obligation 
is satisfied

Effective 1 January 2018



PwCPwC

IFRS 9 Financial instruments

January 2017
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Effective 1 January 2018
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IFRS 16 - New Lessee accounting

January 2017

14

Almost all leases brought on balance sheet

All leases

Right-of-use asset

Lease liability

Interest expense

Depreciation expense

Effective 1 January 2019
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New Lessee accounting (Under IFRS 16)

January 2017

15

Pattern of expense recognition in profit or loss

IFRS 16 Interest expense

IFRS 16 Total expense

IFRS 16 depreciation expense

IAS 17 Operating lease expense

Effective 1 January 2019
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What’s new: ESMA guidelines on Alternative 
Performance Measures (APMs)

January 2017
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Scope – listed 
companies on 
regulated markets 
and all financial 
information 
excluding back half 
of accounts (covered 
by IFRS)

FRC and FSA 
responsible for UK 
enforcement

ESMA ‘guidelines’ on 
APMs

Guidelines define APMs and principles for their 
disclosure. Issuers must:

• Define

• Reconcile

• Explain the purpose

• Do not display APMs with more prominence

• Present comparatives

• Define consistently

Impacts all 
published regulated 
information 
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What’s new: Observations from FTSE 100 before 
ESMA guidance applied

January 2017
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7 presented reconciliations in other areas 

(e.g.. ‘other information’ after the notes and 
‘unaudited supplemental information’)

4% did not present 

a reconciliation
54% presented in the notes

Fewer than 38%
reconciliation on the face of 
the financials

95% companies use 

an APM
93% showed a 

reconciliation 

Total GAAP measure was £119.0bn and the 
total APM was £187.1bn giving net 

adjustments of £68.1bn.

Some even had separate 
non-GAAP sections at 
the end of the report

Companies presented the 
reconciliation in more than 
one place in the annual 
reports

Fewer than 43% 
reconciliation 
in the front half

43
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Corporate reporting 
matters

January 2017

#beyondboilerplate

www.pwc.co.uk/corporatereporting
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Agenda

FTSE 350 reporting review1

Being distinctive

Emerging themes2

Reporting 
challenge one

Slide 19

Being strategic
Reporting 

challenge two

Being relevant
Reporting 

challenge three

January 2017
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Reporting landscape

Slide 20
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Latest research: ongoing reporting challenges 

Analysis of reporting practices in the FTSE 350

Distinctive
Individuality is needed in corporate 

reporting

Strategic
Strategic reports need to be truly strategic

Relevant
Reporting needs to evolve as expectations 

change

Slide 7
January 2017

PwC
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Being distinctive

Reporting challenge one:

Individuality is needed in corporate reporting

Slide 22

January 2017
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Being distinctive
Individuality needed in corporate reporting 

Average strategic 
report length 

43 
pages

Average financial vs non-
financial KPIs

5:3 

Average number of 
principal risks

10

Report lengths

2016

2015

Split of KPIs Number of risks

Average strategic 
report length 

41 
pages

Average financial vs non-
financial KPIs

5:3 

Average number of 
principal risks

11

Slide 23
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Distinctive strategic response to market
Great Portland Estates plc 2016 

Slide 24
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Risks - possible events and key risk indicators
The Unite Group plc 2015

Slide 25
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Risk appetite
Michael Page 2015

Slide 26
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Being strategic

Reporting challenge two:

Strategic reports need to be truly strategic

Slide 27

January 2017
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Being strategic
Strategic reports need to be truly strategic

Strategy as the core? Forward looking?

Slide 28

January 2017
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Business model and strategy linkage
Fresnillo plc 2015

Slide 29
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Strategic themes - look back /look forward 
showing impact on KPIs 
Great Portland Estates plc 2016

Slide 30

January 2017
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Establishing a vision, reporting progress
Kier Group plc 2015

Slide 31
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Viability & strategic context
Entertainment One 2015

Slide 32

January 2017



PwC

Being relevant

Reporting challenge three:

Reporting needs to evolve as expectations 
change

Slide 33

January 2017
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Encouraging trends in business 
models

Responding to changing stakeholder expectations

Being relevant
Reporting needs to evolve as expectations change

Slide 34

January 2017
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Business model underpins reporting 
BT Group plc 2015 

Slide 35
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Focusing on stakeholders and the longer-term
Unilever 2015

Slide 36
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Measuring what matters
Pearson 2015

Slide 37
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Emerging themes

Slide 38

January 2017
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Future areas of focus
Applying distinctive, strategic and relevant

Slide 39

Climate change Cyber security UK referendum 
result

“The complaints brought by 
ClientEarth offer a timely 

opportunity for the FRC to send a 
clear message that climate risks 

must be treated like any other risk 
to capital, and properly disclosed.” 

Natasha Landell-Mills, Head of 
Stewardship Sarasin & Partners LLP 

“the biggest shake-up of 
data protection law in over 

20 years”

EU’s General Data Protection 
Regulation ‘GDPR’ will come 
fully in force in April 2018. 

“we expect Boards to provide 
increasingly company specific 
disclosures with quantification 

of the effects.”

FRC letter to listed companies 10 
October 2016 

January 2017
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EU General Data Protection Regulation (GDPR)

Slide 40

January 2017
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In December 1995,
there were 16 million
users of the internet

1% of Europeans

used the internet 

2 years
before Google was 

launched

Amazon 
had just launched

Our current data protection regime is based on an 
EU directive issued in 1995…

The common format for 
data storage was CD 
(700mb of data) 12 years

Before the launch
of the first iphone

Slide41

January 2017
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Yahoo!
Hackers stole 
personal data 
from 500m 
accounts

And now…

30 billion

Messages sent per day 
using WhatsApp – 4 for 

every single person in the 
world

1.3 billion
Facebook –

monthly users

300 million

Monthly users of
Instagram

284 million
Monthly users of Twitter

3 billion

Google searches per dayHackers 
selling 117 
million 

LinkedIn 
passwords

Slide42
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Key changes the GDPR brings

New data subject rights

• Consent must be explicit

• Right to be forgotten

• Data portability between 
organisations

Extra-territorial scope

• Relates to EU individuals

• Includes organisations
with no establishment in EU

A new regulatory era

• Significantly increased fines

• Mandatory breach disclosures

• Increased risk of litigation and 
rights to claim damages

A new compliance journey

• New accountability principle

Depending on activity:

• Data protection by design

• Privacy impact assessments

• Supply chain obligations 

• Data Protection Officer

GDPR

25 May 2018

Slide 43
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What does this mean for the Channel Islands?

Guernsey and Jersey have existing Data 
Protection legislation based on the 1995
directive.

Third country passporting

Existing legislation has been assessed 
as ‘adequate’ by the EU and this 
enables personal data to be easily 
transferred in/out of the EU.

Both CI governments have committed to 
enacting equivalent legislation to maintain 
this adequacy status.

4. Kept 
accurate and 
up to date

2. Used 
only for the 
purpose 
obtained

7. Kept
secure

1. Processed 
fairly and 
lawfully

6. Processed 
in accordance 

with 
individual’s 

rights

5. Not kept 
longer than 

necessary

8. Not transferred 
without adequate 

protection

3. Adequate, 
relevant and 
not excessive

Existing 
data 

protection 
principles

Slide44
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Adequacy under the GDPR

Under the GDPR, adequacy 
assessments will not just focus 
on the legal framework. It will be 
necessary for us to prove that 
the regulatory model is robust 
and operating in line with the 
requirements of the GDPR. 

Operational
adequacy

is key

An EU re-assessment of this 
status will take place within four 
years.  Needs to be 
demonstrated through an 
effective regulatory model, e.g. a 
MoneyVal type assessment.

Assessment

Will be expected to have the 
powers, the legitimacy and the 
tools (including adequate 
budget, specialised staff and 
independence) to put all this in 
practice.

A new regulatory model will 
therefore be required.

Supervisory
authorities

Slide45
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What does this mean for CI businesses?

Greater impactLess impact

Sensitive data

High-risk activities

Large scale operations

International transfers

Outsourcing

Local business Funds

Legal & Prof

Retail

Banking

Egaming

Fiduciary

Telecoms

Health sector

Public sector

Insurance

Most organisations have not yet 
assessed the impact or prepared 
a response to the GDPR.

Slide46
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Key considerations for your organisations

Have you assessed the impact of the GDPR:

• What personal data do you have?

• Why is that personal data collected (and what right do you have to process 
it)?

• Where is it stored?

• Who has access to it (and who is it shared with)?

• Do you have sensitive data or undertake high-risk data processing 
activities?

With the limited time and resources available, how are you going to target 
your data protection investment to maximise the value to your business?

Can you use this opportunity to transform your approach to privacy, to 
harness the value of the data you hold and ensure your operations are fit for 
a digital economy?

Slide47
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How can PwC help?
PwC has developed an end-to-end methodology for 
delivering an optimised GDPR programme

Close the gaps – ExamplesSpecial characteristics

Culture and 
ethics

Risk 
appetite

Business 
operations

Legal and 
organisation 

structure

Programme 
resources 

and 
timeframe

Prior 
regulatory 

track record

Business 
plan

Geographic
al locations

Economic 
sector

R
ea

d
in

es
s 

A
ss

es
sm

en
t 

T
o

o
l

Training and awareness

Privacy by design

Policy development

Identity and access management

Vendor risk management

Audit and compliance

Strategy and governance

Controls

Threat and vulnerability management

Data discovery and mapping

Data remediation

Gap analysis
and prioritisation

R.A.T.
results

Enforcement 
Tracker
results

Privacy transformation Step 1 – Assess Step 2 – Measure Step 3 – Change

Gap analysis Work streamsSpecial characteristics workshopR.A.T

A Gap Analysis to identify at a granular 
level, the incremental work that needs to be 
done to achieve the desired state of 
compliance. The Gap Analysis delivers a 
GDPR Programme Route Map with 
risk-based prioritisation.

Execution of tailored and prioritised 
GDPR Work Streams. 

Facilitated Workshop to understand 
‘Special Characteristics’’. Building upon the 
R.A.T. results, we help you to define the 
programme Vision and to understand 
critical embedded legacy risks.

Use the Readiness 
Assessment Tool 
to assess current 
compliance 
maturity

Slide48
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Questions?

Slide 49

January 2017

Nick Vermeulen
Partner
nick.nermeulen@pwc.com
01481 752089

Jon Lowe
Senior Manager
jon.lowe@pwc.com
01481 752028

David Carney
Director
david.carney@pwc.com
01534 838266

William Wilson
Manager
william.wilson@pwc.com
01534 838346
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Regulatory update
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EU implementation – audit committees and 
auditors

Slide 51

EU Audit Regulation and DirectiveEU PIEs

Periods 
beginning 
on or after 

17 June 2016

Rotation and 
tendering

Audit committees & auditors – other aspects

BEIS FRC FCA and PRA

Company law (SI 
2016/649)

Ethical Standard ISAs UK

UK Corporate Governance Code and 
Guidance on audit committees

Competition and Markets Authority OrderFTSE 350

Periods 
beginning 
on or after 

1 January 2015

FCA Handbook PRA Rulebook

January 2017
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EU implementation
Different channels apply to different types of organisation

Slide 52

PRA Rulebook 
(Banks and 
insurers)

FCA (Disclosure & 
Transparency Rules)

UK Corporate 
Governance Code and 
FRC Guidance

Competition &
Markets Authority 
Order

Unlisted PIE 
(Banks and 
insurers)    

Standard listed 
company

   

Non FTSE 350 
premium listed 
company    

FTSE 350 
company 
(UK 
incorporated)

   

January 2017
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EU implementation > FCA (& PRA)
Minimum responsibilities of the audit committee

A firm must ensure that its audit committee performs at least the following functions:

1) Informs the governing body of the firm of the outcome of the statutory audit and 
explains how the statutory audit contributed to the integrity of financial reporting 
and what the role of the audit committee was in that process.

2) Monitors the financial reporting process and submits recommendations or 
proposals to ensure its integrity.

3) Monitors the effectiveness of the firm’s internal quality control and risk 
management systems and, where applicable, its internal audit, regarding the 
financial reporting of the firm, without breaching its independence.

4) Monitors the performance of the statutory audit, taking into account the FRC’s 
report on the audit firm.

5) Reviews and monitors the independence of the statutory auditor.

6) Is responsible for the procedure for the selection of the statutory auditor.

Slide 53
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EU implementation
Audit committee composition and role

Slide 54

PRA 
Rulebook 
(banks and 
insurers)

FCA 
(DTR)

UK Corporate 
Governance 
Code

FRC Guidance 
on audit 
committees

CMA Order

Sectoral
competence

  
n/a

Majority
independent 
NEDs



(All for 
significant 

firms)


All independent NEDs 

(minimum of 3 for FTSE 350; 
2 for smaller companies)

n/a

Tendering 
disclosures

n/a Advance notice of any tendering
plans

Specific timing 
and reasons

(> 5 years from 
last tender)

CRRT and 
AQRT
interaction 
disclosures

n/a
(But need to take into
account FRC report on 

the audit firm)

n/a


n/a

“The audit committee as a 
whole shall have competence 
in the sector in which the 
company operates” 

[Code provision C.3.1]

“We consider that sectoral 
competence is broader than 
sectoral executive experience.” 

[FRC Feedback 
Statement]

“We consider competence 
relevant to the sector to be 
broader than knowledge of the 
sector. We do not intend to 
prescribe how this 
requirement may be 
interpreted”. 

[FCA CP15-28]

The significant issues should include “– The nature and extent of interaction (if any) with the 
FRC’s Corporate Reporting Review team; and – Where a company’s audit has been 
reviewed… the Committee should discuss the findings with their auditors and consider 
whether any of those findings are significant and, if so, make disclosures about the findings 
and the actions they and the auditors plan to take”. 

[FRC Guidance on audit committees para 81] January 2017
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EU implementation
Non-audit service approval
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PRA 
Rulebook 
(banks and 
insurers)

FCA (DTR) UK
Corporate 
Governance 
Code

FRC Guidance 
on audit 
committees

CMA Order

Pre-approval 
specifically 
permitted/ 
limited/ 
prohibited

Not stated Not stated n/a Limited to 
‘clearly trivial’ 

services

Committee 
should set a 

policy

Audit 
committee to 
approve NAS



Reference to 
EU Reg Art 

5



Reference to 
EU Reg Art 

5



‘Review and 
monitor’

 

‘Authorise to 
provide’

Audit 
committee to 
approve in 
advance



Although EU 
Reg Recital 
(9) suggests 
in advance



Although 
EU Reg 

Recital (9) 
suggests in 

advance

  

‘Prior to 
commencement’

Delegation 
specifically 
permitted/ 
limited/ 
prohibited

Not stated Not stated n/a Not stated Committee may 
‘act collectively or 

through its 
chairman’

“The audit committee should
set and apply a formal policy 
specifying the types of non-audit 
service for which use of the 
external auditor is pre-approved. 
Such approval should only be in 
place for matters that are 
clearly trivial”. 

[FRC Guidance on audit 
committees para 73]

“The main role and 
responsibilities of the audit 
committee…should include… –
To review and monitor the 
external auditor’s 
independence…taking into 
consideration relevant UK 
professional and regulatory 
requirements…”. 

[Code provision C.3.2]

January 2017
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FRC Ethical Standard for auditors
Blacklist of prohibited non-audit services (ES 5.167R)

• Tax services

• Services that involve playing any part in management or 
decision making

• Bookkeeping and preparing accounting records/payroll services

• Designing and implementing internal control or risk 
management procedures for preparation/control of financial 
information or designing and implementing financial 
technology systems

• Valuation services

• Services linked to financing, capital structure and allocation  
and investment strategy

• Promoting, dealing in or underwriting shares

• Certain HR services

The FRC is taking the 
Member state option: 
allowed if no direct effect or 
clearly inconsequential 
effect 

Not allowed the year before 
appointment as auditor

Except assurance services 
including due diligence

The FRC is taking the 
Member state option: allowed 
if no direct effect or clearly 
inconsequential effect

Prohibitions more stringent (and ambiguous) than ANY 
existing rules

/legal services/internal audit

Slide 56
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FRC Ethical Standard for auditors
70% cap on permitted non-audit services (ES 4.34R)

Slide 57

The group calculation The UK calculation

PwC UK audit 
fees

Non-UK 
parent

PwC UK audit 
fees

UK PIE

Subsidiaries 
UK

PwC non-audit 
fees

PwC non-audit 
fees

PwC non-audit 
fees

PwC overseas 
audit fees

Subsidiaries 
non-UK

PwC UK audit 
fees

Non-UK 
parent

PwC UK audit 
fees

UK PIE

Subsidiaries 
UK

PwC UK
non-audit fees

PwC UK
non-audit fees

PwC UK 
non-audit fees 

(if any)

Subsidiaries 
non-UK

PwC UK 
non-audit fees 

(if any)

Excluding those required by legislation

January 2017
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EU implementation
Actions / points to consider
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Terms of 
reference

NAS           
policy

Multiple  
PIEs & audit 
committees

“Importantly, consideration of whether the ethical outcomes required by the 
overarching principles and supporting ethical provisions have been met should be 
evaluated by reference to the perspective of an objective, reasonable and informed 

third party” [FRC Ethical Standard]

Link with  
risk 

committee

January 2017
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FRC UK Auditing Standards
Reflecting EU and IAASB changes

• Largely extend changes already in place for companies reporting against the Code to 
others (including AIM and unlisted PIEs) – Key Audit Matters in particular

• For PIEs, the audit report must include:

o The date of appointment and the total uninterrupted length of engagement as 
auditors.

o A declaration that the non-audit services prohibited by the FRC’s Ethical 
Standard weren’t provided and that the firm remained independent of the 
entity.

o An indication of any services, in addition to the audit, which were provided by 
the firm to the entity and its controlled undertaking(s), and which haven’t been 
disclosed in the annual report or financial statements.

• Auditors report on whether disclosures in line with legal framework (not just 
consistency with financial statements).

• Extended reporting to audit committees by auditors.

Periods beginning on or after 17 June 2016 other than legal framework (periods 
beginning on or after 1 Jan 2016)

Slide 59
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Further reading 

Being distinctive, strategic and 
relevant: The ongoing challenges in 
corporate reporting 

Slide 60

January 2017
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