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In brief

Revised Provision 29 sets boards three tasks. They must 
monitor and review the effectiveness of the risk management 
and internal control framework, describe in the annual report 
how they did so, and declare whether material controls 
operated effectively as at the year-end. To see how boards 
are preparing for that first declaration, we analysed over 
100 annual reports published in 2026 and continued our 
conversations with companies, building on our February 
2026 paper, The Goldilocks phase and beyond.

https://www.ey.com/content/dam/ey-unified-site/ey-com/en-uk/insights/assurance/documents/ey-the-goldilocks-phase-and-beyond.pdf
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Companies are well into the preparatory 
work, with emphasis shifting from 
design to execution. However, directors’ 
own monitoring and review of the 
overall risk management and internal 
control framework (of which material 
controls are a part) has received far 
less attention both in the boardroom 
and in reporting. This, including 
clear distinction between the board’s 
monitoring and review activities, 
needs to be an area of focus in the 
final stretch as it is the very thing 
that gives the declaration credibility. 
Boards will be best placed to make a 
defensible first-time declaration when 
they can demonstrate how monitoring, 
review and sources of confidence 
come together. To help boards with 
this aspect, including how to report on 
it clearly, Sections 4.2 and 5 of this 
publication set out our ‘how’ statement 
reporting model, an illustrative board 
statement and declaration.

In this final stretch, board agendas 
should include keeping information 
flowing clearly from management to the 
board and stepping back to ensure that 
previously identified material controls 
address the risks their businesses 
are facing today, given the volatility 
in the macro-economic and political 
environment. In this vein, we have 
included a case study in Section 6 
which focuses on how material controls 
over geopolitical risk can be identified 
and their effectiveness assessed, as 
geopolitical risk was a principal risk for 
61% of the FTSE 350 in the 2025 cycle.

Although we have titled this publication 
The final stretch, once the first 
declaration has been signed, further 
work will be required to turn the effort 
to date into proportionate, sustainable 
business-as-usual activity.
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1. Overview

We are pleased to share Provision 29: 
The final stretch, the latest in our series 
of publications exploring the changes 
to the UK Corporate Governance Code. 
These require boards to explain how 
they have monitored and reviewed the 
effectiveness of the risk management 
and internal control framework (the 
‘how’ statement), and to make an annual 
declaration on the effectiveness of its 
material controls (the ‘declaration’). This 
is the final publication ahead of the first 
mandatory declarations, which will start 
to be published from mid-February 2027.

As companies enter this final stretch, the 
challenge will be to demonstrate that the 
board has exercised effective oversight 
over both the material controls and the 
framework as a whole.

In practice, this means being able to 
evidence how ongoing monitoring and 
the year-end review together support 
the board’s conclusions. Where this is 
not well articulated, the credibility of 
the declaration may be undermined, 
regardless of the underlying work 
performed.

1.1  Methodology
To share insights promptly, findings in our February 2026 
publication The Goldilocks phase and beyond were based on 
direct interactions with commercial listed companies across 
various industries and survey data.

The statistics presented in this publication are based on our 
review and analysis of 100+ FTSE 350 December 2025 annual 
reports. The observations are supplemented by analysis of 
an additional 25 annual reports of December 2025 small-cap 
companies and some FTSE 350 annual reports issued after 
April 2026, including a handful of non-December year-ends.

1.2  State of play
We summarise information gleaned from annual reports in 
Section 2. As there is no explicit requirement to disclose 
the activities undertaken to prepare for compliance with 
Provision 29, these disclosures should be interpreted in that 
context, and the absence of disclosure should not be read as 
the absence of activity.

What is evident from both disclosures and our discussions is 
that companies are at different stages of implementation, with 
some reporting activities that others had already completed in 
the prior year. This variation is similarly reflected in the areas 
of focus identified for the year ahead.

1.2.1  Final stretch
Regardless of relative progress, attention must now shift to 
determining precisely what information will be provided to 
the audit committee and, subsequently, to the board. The key 
challenges will be to agree not only its content (including the 
appropriate level of aggregation or granularity), but also its 
format — to enable directors to form, articulate and evidence 
robust, defensible judgements for their first declarations.

https://www.ey.com/content/dam/ey-unified-site/ey-com/en-uk/insights/assurance/documents/ey-the-goldilocks-phase-and-beyond.pdf
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In the final stretch, companies will need to:

	▪ Revalidate whether material control populations, criteria 
and confidence strategies remain appropriate.

	▪ Consider whether any other refinements need to be made 
to the broader risk management and internal control 
framework to ensure that risk can be managed within risk 
appetite.

	▪ Finalise communication pathways to the board.

	▪ Review prior-year disclosures related to risk management 
and internal control, validate their accuracy and determine 
whether any enhancements are needed.

	▪ Draft a preliminary ‘how’ statement and declaration.

1.2.2  Transitioning to business as usual
Companies will then face the task of transitioning their 
Provision 29 programmes and projects into a business-as-
usual model, including:

	▪ Enabling insights obtained from Provision 29-related 
activities to be regularly disseminated across the 
organisation.

	▪ Embedding regular reassessments of design effectiveness 
of the framework and its material controls.

	▪ Establishing sustainable approaches to assessing the 
operating effectiveness of material controls across the first 
and second line, and agreeing what level of internal audit 
involvement may still be required.

	▪ Ensuring insights gained from Provision 29 projects inform 
committees’ and the board’s wider work, for example on 
internal audit use and oversight, crisis management and 
operational resilience.

	▪ Adapting forward committee and board agendas and 
information flows to enhance the quality and consistency of 
monitoring undertaken by directors throughout the year.

	▪ Ensuring the approach remains efficient and effective as the 
organisation, the risks it faces and the external environment 
evolve. This should involve assessing the need for, and the 
effectiveness of, operational and governance structures 
related to risk management and internal control, including 
those that have been established to date.

1.3  Future reporting under 
Provision 29
We have been asked by several companies to comment 
on draft ‘how’ statements and proposed material controls 
declarations. A common observation — consistent with 
our findings in Addressing the new risk management and 
internal control requirements — is that disclosures often blur 
two distinct sets of activity. The first is the monitoring that 
directors undertake throughout the year. The second is the 
additional work that supplements this monitoring to constitute 
the formal review of the framework, culminating in the 
material controls declaration.

We have therefore re-emphasised this distinction in 
Section 3 of this publication and taken the opportunity to 
refresh our ‘how’ statement reporting model, as originally set 
out in On track for Provision 29 compliance in Section 4. To 
manage the size of this publication, we have not included the 
supporting extracts in the appendix, but a version of the model 
with reporting extracts drawn from the 2025 reporting cycle is 
available on request. Section 5 includes an illustrative example 
of what the future reporting could look like. We hope it proves 
helpful as teams start putting pen to paper soon.

https://www.ey.com/content/dam/ey-unified-site/ey-com/en-uk/services/assurance/documents/ey-2024-uk-corporate-governance-code-addressing-the-new-risk-management-and-internal-control-requirements-including-provision-29.pdf
https://www.ey.com/content/dam/ey-unified-site/ey-com/en-uk/services/assurance/documents/ey-2024-uk-corporate-governance-code-addressing-the-new-risk-management-and-internal-control-requirements-including-provision-29.pdf
https://www.ey.com/content/dam/ey-unified-site/ey-com/en-uk/insights/assurance/documents/ey-on-track-for-provision-29-compliance.pdf
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Most companies went beyond simply acknowledging that preparations for Provision 29 
were underway: 64% gave some detail and 26% significant detail on steps already taken. By 
contrast, very few (17%) companies detailed areas of focus for the year ahead. In some cases, 
the disclosures did not clearly differentiate between what had already been achieved in 2025 
and what was continuing into the year ahead.

Steps taken in 2025

26%

10%

64%

Significant detail	 Some detail	 No information

Activities such as identifying material controls, refining 
risk processes, strengthening governance and developing 
assurance evolve as understanding deepens. It was therefore 
not uncommon for the same focus area to be described as 
both having been undertaken and remaining a focus for the 
year ahead.

Establishing governance structures and updating terms 
of reference were more often described as having been 
completed. Similarly, review and challenge of underlying risks 
are now complete, forming the baseline for subsequent work. 
Activities relating to operating effectiveness testing, expanded 
assurance and declaration ready processes were more 
commonly framed as forward looking, even where initial steps 
have already been taken.

86% of companies we surveyed in early 2026 were 
planning or had already commenced dry-run activities; 
however, only 29% made explicit disclosures to this 
effect in their annual reports. Many others described 
activities typical of dry runs and pilots without explicitly 
referring to them as such.

Overall, the disclosures confirm what we noted in The 
Goldilocks phase and beyond, that preparation for 
Provision 29 is iterative rather than linear, with companies 
moving through overlapping stages as they transition from 
mobilisation and scoping towards developing confidence 
strategies and reporting approaches.

2. What reporting tells us

https://www.ey.com/content/dam/ey-unified-site/ey-com/en-uk/insights/assurance/documents/ey-the-goldilocks-phase-and-beyond.pdf
https://www.ey.com/content/dam/ey-unified-site/ey-com/en-uk/insights/assurance/documents/ey-the-goldilocks-phase-and-beyond.pdf
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2.1  Steps undertaken in 2025
Activities discussed in our On Track publication as having 
been undertaken in 2024 continued to feature prominently in 
disclosures this year, reflecting differences in starting point, 
pace of progress and proportionality.

Companies largely focused on strengthening and clarifying 
existing risk management and internal control arrangements, 
rather than introducing new frameworks. This work 
centred on identifying and agreeing an initial population 
of material controls, developing approaches to building 
confidence over their effectiveness, and putting in place 
supporting governance arrangements. These steps were 
generally positioned as foundational, with many companies 
acknowledging that further refinement, testing and 
enhancement will follow in subsequent periods.

Only a handful (5%) of companies in our sample explicitly 
referenced third-party involvement in supporting their 
preparations. Where such involvement was described, it was 
typically positioned as providing challenge over the proposed 
approach. For example, Balfour Beatty noted that it appointed 
an independent third-party specialist to review Provision 29 
readiness, with no significant concerns raised.

2.1.1  Risk management
In this area, disclosures note reviews of principal risks and 
deep-dive sessions with individual risk owners, as done 
by Melrose, alongside enhancements to the way risks are 
monitored and reported. For example, Energean (Example 1) 
refers to conducting risk pilots to (among other things) identify 
key risk indicators. Several companies also refer to updates to, 
or revalidation of, risk appetite, as noted by Trustpilot.

2.1.2  Material controls identification
A significant area of activity to date has been the initial 
scoping and identification of material controls, typically 
positioned as a preliminary or provisional step rather than a 
finalised position. Many companies describe having defined 
materiality criteria or thresholds for this purpose, as seen 
at Ocado (Example 2) and Hochschild. The audit committee 
of British Land emphasised the importance of a clear, 
proportionate and well-defined approach to materiality that 
appropriately reflected the scale and scope of the company’s 
operations. In doing so, the committee was mindful of the 
need to avoid an overly narrow set of material controls, which 
could result in oversight being too high-level, and therefore 
supported an approach that enabled an appropriate depth 
of scrutiny. From our engagement, we know that some 
companies used risk scenario analysis as an input into material 
control identification and intend to use these scenarios to 
support borderline effectiveness judgements.

Companies also describe having identified an initial population 
of material controls, typically aligned with principal risks. 
Rotork, for example, refers to finalising its list of material 
controls in July 2025 (after a preliminary assessment in March 
2025), while other companies describe this as an initial or 
provisional population, subject to further refinement.

Bunzl (Example 3) adopted a material controls policy and 
Tesco (Example 4) developed expected standards for its 
material controls to ensure they are designed to operate 
effectively.
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Bunzl’s new Material Controls Policy (Example 3), which 
covers financial, operational, reporting and compliance 
domains:

	▪ Sets out the methodology for identifying and 
managing material controls (criteria, linkage to 
principal risks and disclosures).

	▪ Aligns with the existing Risk Management Policy.

	▪ Integrates the Internal Controls Essentials programme 
and similar functional frameworks to avoid duplication 
and to standardise evidence expectations.

	▪ Clarifies accountability among management, risk 
owners and the committee for ongoing monitoring and 
the annual review of material controls.

Some companies also describe the implementation or 
enhancement of Governance, Risk and Compliance (GRC) tools 
to support documentation, monitoring and evidence retention, 
as noted by Wickes (Example 5). In some cases, companies 
clarify how material controls differ from ‘key controls’ 
previously documented within GRC tooling, as noted by 
Rightmove. Some, like ITV, also refer to clarifying ownership of 
material controls.

2.1.3  Approach to confidence
Alongside identification, companies have begun to consider 
how confidence over the effectiveness of material controls 
will be obtained. Activities described include mapping existing 
sources of confidence and updating assurance maps to identify 
gaps, as well as agreeing a proposed approach to building 
confidence over time.

Around a quarter (24%) provided good insights into the 
sources of confidence specifically over material controls, with 
many others discussing this in respect of the framework more 
broadly. In some cases, it was difficult to discern whether 
particular activities related to material controls or underlying 
key controls. Disclosures confirm what we noted in The 
Goldilocks phase and beyond, that companies are developing 
confidence through a layered approach, beginning with 
first-line attestations, reinforced by second-line activity, and 
supported by internal audit assurance, with external assurance 
or specialist input used more selectively.

Although not always explicitly linking this to Provision 29 
preparations:

	▪ 15% of companies refer to assurance mapping.

	▪ 65% discuss enhancing or introducing testing of 
internal controls (not just material controls).

41% of companies referenced testing material controls, 
with no FTSE 350 companies in our sample referencing 
external third-party involvement in material controls 
testing.

Rio Tinto explicitly stated that no external assurance had 
been sought over material controls.

First-line activities
Companies most commonly describe first-line activities as the 
starting point for building confidence over the effectiveness 
of material controls. These are typically framed as structured 
management level attestations, often done quarterly, 
providing direct confirmation from those responsible for 
operating the controls. For example, Informa refers to 
quarterly self-certfication of control effectiveness, Breedon 
(Example 6) references annual attestation of effectiveness 
from each process owner and Wickes (Example 5) notes 
that control owners and performers started to record the 
performance of their controls and perform regular self-
assessments.

Second-line activities
Some companies also describe second-line activities as a 
source of confidence, where specialist functions undertake 
active testing or challenge of control operation. For example, 
Intertek refers to assurance activity performed by the 
compliance function over non financial and operational 
controls and by the cyber security functions over IT controls, 
while Tesco (Example 4) notes that second-line functions, 
such as finance controls, ethics and compliance, and safety, 
systematically test key processes and controls as part of 
the overall confidence framework. Trustpilot discloses 
that it engaged external support to review its approach, 
carry out testing of design and operating effectiveness and 
make recommendations to strengthen the coverage and 
effectiveness of its material controls framework.

In fact, based on our engagements with companies, we 
understand that building out second-line capabilities is one of 
the most visible consequences of Provision 29 implementation 
outside of financial services.

https://www.ey.com/content/dam/ey-unified-site/ey-com/en-uk/insights/assurance/documents/ey-the-goldilocks-phase-and-beyond.pdf
https://www.ey.com/content/dam/ey-unified-site/ey-com/en-uk/insights/assurance/documents/ey-the-goldilocks-phase-and-beyond.pdf
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Third-line activities and external sources of 
confidence
Internal audit involvement was frequently cited as part of the 
confidence landscape. Activity included testing the design 
and effectiveness of material controls and plans for retesting 
following remediation. It was not uncommon for companies 
to note that these activities were selective, risk based or 
rotational. For example, Pearson (Example 8) and Genuit refer 
to a model involving cyclical or rotational testing of controls. 
THG notes that it had entered into a formal internal audit co-
source to maintain an adequate level of assurance across its 
‘Cyber security and data privacy’ principal risk, among others.

References to external independent assurance or specialist 
input are less prevalent and, at this stage, have not been 
linked directly to confidence over material controls. For 
example, Trustpilot refers to a Service Organization Controls 
(SOC) 2 Type 2 attestation, and Gamma lists out its ISO 
certifications.1 These will clearly contribute to the overall 
confidence in the effectiveness of the risk management and 
internal control framework, but how these contribute to 
evidence material control effectiveness is not explicit. Most 
common were references to external sources of confidence 
regarding cyber risk, often in the context of National Institute 
of Standards and Technology (NIST) cybersecurity maturity 
assessments conducted by external providers. In fact, 28% 
of companies that have implemented the NIST Cybersecurity 
Framework tend to obtain some form of external validation, 
albeit the disclosures are not always clear as to whether this 
was undertaken in the given year.

Serco noted that an external quality assessment of its 
Enterprise Risk Management function had been undertaken 
in 2025 and that the suggestions identified for continuous 
improvement will be reviewed for implementation in 2026.

2.1.4  FTSE small-cap observations
A recurring and explicit theme across the small sample of 
FTSE small-caps was the emphasis on documentation and 
consistency. Companies typically framed their Provision 29 
preparation in terms of documenting key business processes 
and material controls, refreshing or standardising control 
frameworks, and establishing a more consistent group-wide 
approach to identifying, describing and evidencing controls. 
Language such as ‘consistent and transparent format’, 
‘consistent group-wide approach’, ‘robust documentation’, 
‘formalisation and standardisation’ and ‘developing a 
consistent methodology’ appeared repeatedly across 

disclosures. For example, Capita stated that during the year 
its Audit and Risk Committee oversaw delivery of the next 
phase of its Internal Control Framework programme, aimed 
at strengthening the Group’s underlying control environment 
and building a more consistent, group-wide approach to 
documenting, assessing and assuring material controls.

Compared with the FTSE 350, a greater proportion of small-
cap companies appeared to be at earlier stages of their 
compliance journey. Several disclosures focused on refining 
principal risks, strengthening second-line capabilities, or 
preparing for the identification of material controls, with some 
noting that an initial list of material controls had not yet been 
agreed. These patterns mirror those observed in the EY 2025 
FTSE 350 On Track analysis.

Around three-quarters of the small-cap companies reviewed 
explicitly referenced internal audit involvement in their 
preparations for Provision 29, most commonly in relation 
to assurance planning, alignment of audit plans to material 
controls, or future testing and validation activity. One 
company, Synthomer, described appointing a third-party 
expert to help identify, review and test its material controls.

2.2  Plans for the remaining pre-
declaration period
Forward looking disclosures indicate that companies are 
planning to build on earlier preparatory work as they move 
closer to their first Provision 29 declaration, with a particular 
focus on material controls refinement, testing, effectiveness 
assessment and governance reporting. Howden Joinery 
(Example 9) confirmed that its Audit Committee ‘anticipates 
that it will report in full against Provision 29 in the 2026 
Annual Report and Accounts’.

2.2.1  Refining the population of material 
controls
Disclosures indicate that companies are planning to continue 
and complete earlier identification work, rather than shift 
focus entirely. A recurring theme is the refinement of the 
population of material controls, including extending and 
revalidating initial identification activity.

This is explicitly described by companies such as Molten 
Ventures (Example 10), Harworth and Melrose, which note 
that further refinement, expansion or validation of material 
controls is planned as preparation continues.

1.  A SOC 2 Type 2 report is an independent assurance report verifying that an organisation’s internal controls regarding data security, privacy and 
system availability are not only designed correctly but effectively operating over a sustained period (typically 6 to 12 months).
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2.2.2  Refining approaches to control 
effectiveness
Annual report disclosures also provide clear examples of 
companies refining their approaches to assessing control 
effectiveness, alongside the expansion of assurance 
activity. Melrose states that, looking ahead to 2026, senior 
management is developing an ‘assurance and testing matrix’ 
to articulate how assurance over each material control is 
built to ‘evidence the effectiveness of each material control’, 
with the intention that this will form the base framework for 
future assurance cycles. Rightmove notes that discussions 
will continue during 2026 on ‘how to measure control 
effectiveness’, among other things, alongside refinement of 
the draft list of material controls.

2.2.3  Expanding testing and other confidence 
activities
An area that does not feature explicitly, but that from 
conversations we know is taking place, is the expansion 
of testing and other confidence activities. While some 
companies refer to initial design effectiveness testing or pilot 
activity, plans to increase the coverage and depth of testing 
in the coming year can be inferred from some disclosures. 
For example, Drax describes plans to enhance second-line 
assurance underpinning IT controls and C&C Group notes that 
it commenced a testing programme for material controls in 
FY26 with further plans in FY27. Harworth notes that its key 
risk indicators (KRIs) used to measure the profile of each risk 
remain under development, and that its ERM function aims 
to improve their quantity and quality, and to develop a KRI 
dashboard for continuous real-time monitoring of KRIs where 
possible. Risk reporting will be embedded into operational 
dashboards as a 2026 priority to provide real-time visibility, 
enabling faster, better informed decision-making.

2.2.4  Summarising findings
With multiple sources of confidence and many ongoing 
activities, companies are developing consistently structured 
outcome summaries to support the conclusion process. As 
discussed in The Goldilocks phase and beyond, many do 
this at the principal risk level, while others adopt a material 
controls approach, although the content remains broadly 
similar. Contributing data points include risk and control 
self-assessments, KRIs, incident reports and internal audit 
input. These summaries are provided to the material control 
owner, who, alongside engagement with the principal risk 

owner and their own knowledge of the business, concludes 
on effectiveness and documents the rationale, including any 
departure from a purely formulaic interpretation of the data. 
Information provided to the audit committee and subsequently 
to the board should be a natural follow on from the above, 
carefully calibrated for depth and granularity appropriate 
for non-executive directors. United Utilities (Example 11) 
developed a material controls reporting tracker summarising 
the material impact risks and associated material controls, a 
view and explanation of the effectiveness of the controls and 
any supporting assurance.

It is increasingly clear that binary approaches do not work in 
practice; even traditional three-tier RAG ratings are proving 
insufficient, with companies moving towards more graduated 
outcome categories such as effective/mature, room for 
improvement, needs improvement and unsatisfactory.

Companies continue to debate how to translate weaknesses 
in underlying key controls into effectiveness considerations of 
the related cluster and single-risk framework material controls. 
As noted in The Goldilocks phase and beyond, issues in the 
effectiveness of underlying key controls do not automatically 
equate to material control ineffectiveness, as long as they are 
being picked up and promptly remediated. It is worth clarifying 
however that if these problems continue to be numerous or 
very serious, this might indicate that other elements of the 
material control, like policies and related training, require 
attention.

2.2.5  FTSE small-cap observations
Consistent with the FTSE 350 experience, small-cap 
companies also commonly referred to assurance maps, plans 
for testing material controls, and dry runs or pilot exercises, 
most of which were positioned as activities planned for the 
rest of 2026 rather than completed in 2025. Disclosures 
also point to a focus on operationalising assurance maps, 
embedding periodic review and reporting arrangements, and 
using the outcomes of testing to remediate weaknesses and 
further strengthen documentation. For many small-caps, the 
remainder of 2026 is therefore likely to be intense. They will 
need to develop, refine and finalise their control and assurance 
frameworks, identify their material controls, and assess both 
design effectiveness (with some dry runs not happening until 
the third quarter) and operating effectiveness. In this vein, 
Mears (Example 12) clearly sets out the planned activities 
over the remainder of 2026.

https://www.ey.com/content/dam/ey-unified-site/ey-com/en-uk/insights/assurance/documents/ey-the-goldilocks-phase-and-beyond.pdf


The Group has defined material controls as being 
those controls over which the Board considers 
external stakeholders would want to receive assurance 
about their adequacy and effectiveness, and we have 
identified c.30 controls that meet this criteria.

Eurocell 2025 annual report

“

The material controls are designed to manage each 
inherent principal risk down to an acceptable level of 
residual risk which is within tolerance of our stated 
risk appetite, rather than aiming to eliminate the risk 
altogether. This approach allows us to recognise that 
conscious risk management can also include potential 
benefits and enables us to make informed decisions, 
enabling the business to grow safely whilst delivering 
good client outcomes.

Material controls are critical to managing the 
principal risks that could threaten the business 
model, future performance, solvency, liquidity and 
reputation, or affect the long-term sustainability 
and resilience of the business. The scope covers all 
material controls including financial, operational, 
reporting and compliance.

JTC 2025 annual report

“

2.3  Insights into material controls
The survey data quoted in The Goldilocks phase and beyond 
indicated that more than 80% of companies had already 
identified material controls. Yet only around a third (33%) 
provided a material controls definition, disclosed the criteria 
applied in identifying material controls (as Ocado did), or 
confirmed that a definition had been agreed.

2.3.1  Material control definitions
Disclosures typically indicated that material controls are linked 
to the principal risks and additionally cover IT general controls 
and financial and non-financial reporting. Some stated that 
material controls are those that are most critical to long-term 
sustainability or most critical to mitigating risks that could 
adversely affect long-term success. Some companies noted 
that their definition was informed by factors such as financial 
impact, regulatory or legal consequences, stakeholder impact, 
strategic importance and public interest considerations.
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https://investors.eurocell.co.uk/media/1574/eurocell-annual-report-2025.pdf
https://annual-report.jtcgroup.com/.2025/#page=1
https://www.ey.com/content/dam/ey-unified-site/ey-com/en-uk/insights/assurance/documents/ey-the-goldilocks-phase-and-beyond.pdf
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2.3.3  Examples of material controls
Beyond the three companies mentioned above, only a limited 
number provide concrete examples of material controls.

Breedon (Example 6) gives delegation of authority and 
whistleblowing as examples of entity-level material controls. 
SThree states that horizon scanning remains a material 
control. Spire Healthcare lists out key financial reporting 
controls within its material control framework, which include 
budgeting and monitoring, forecasting, capital expenditure 
authorisation, segregation of duties and balance sheet 
reconciliations. A few, such as Inchcape (Example 7), 
specifically reference cyber controls without setting out what 
these are. Bunzl (Example 3), on the other hand, describes its 
cybersecurity risk mitigation framework, although does not 
explicitly label this as a material control. Similarly, JD Sports 
Fashion references the development and imminent launch of a 
Technology Risk and Controls Management Framework.

Hunting (Example 14) provides a combination of material 
control examples and areas. JTC (Example 15) provides a 
list of material controls and mitigation measures — without 
differentiating between the two categories. Molten Ventures 
(Example 10) discusses its 40 material controls organised 
into four primary categories, aligned with the UK Corporate 
Governance Code. Aston Martin describes recognising 21 
material control areas including financial reporting and 
disclosure; IT general controls and cyber security; data 
governance and data quality; conduct, regulations and 
compliance; supply chain and third-party risk; treasury, 
liquidity and capital management; business continuity and 
operational resilience; and ESG reporting, including climate 
related disclosures.

Following analysis of risk scenarios, the Audit 
Committee has established a subset of risks and 
controls to be classed as material for ongoing 
monitoring and reporting to the Board. These 
material controls represent the critical judgements 
and higher-level elements of the controls environment 
underpinning the Group’s material operational, 
compliance and reporting risks.

Burberry FY26 annual report

“

2.3.2  Linking material controls to principal 
risks
A number of companies noted which risk areas had material 
controls identified against them, with Persimmon doing this 
explicitly as part of the principal risk disclosure. BT (Example 13) 
explains that it divides its risk landscape into 13 Group Risk 
Categories (GRCs). Each GRC has an Executive Committee 
sponsor accountable for applying the risk management 
framework to that category. Each GRC framework includes 
the five elements: governance and oversight; risk appetite; 
dynamic risk management; policies, standards and controls; 
and Assurance. Each GRC framework has been defined as 
a material control. BT supplements these GRC frameworks 
with company-wide material controls that include the code 
of conduct and training, the speak up process, the disclosure 
committee and the delegation of authority framework.

United Utilities (Example 11) defines material impact risks as 
those of its principal risks, which, in a remote but plausible 
scenario, could initiate corporate failure. The future material 
controls declaration will be in respect of the key controls 
which mitigate material impact risks. These have been listed 
alongside the material impact risks, together with governance 
and assurance.

https://www.burberryplc.com/content/dam/burberryplc/corporate/oar/oar-2025-2026/annual-report-2025-26.pdf
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Our point of view
While it is for boards to determine what constitutes a 
material control, in our view it is important to avoid 
conflating the following:

	▪ Material controls with sources of confidence 
over the risk management and internal control 
framework. For example, external audit can be a 
source of confidence to the board, but it is not itself a 
material control over financial reporting.

	▪ Non-executive directors’ governance 
responsibilities with the execution of material 
controls. For example, board approval of a strategic 
acquisition is an important governance activity, but it 
is not a material control addressing the risk of entering 
into a disadvantageous transaction.

2.3.4  Expectations going forward
Given that there is no requirement to describe material 
controls unless they did not operate effectively as at the 
balance sheet date, we expect that the number of companies 
providing detailed examples will remain low. Even where 
disclosure of a material control becomes necessary, we 
anticipate that companies are likely to address this by 
reference to the risk area the control was intended to address, 
rather than providing a detailed control level description. 
This reflects the idiosyncratic nature of material controls, 
which often do not lend themselves to concise, standardised 
explanations that are readily understood by external users.

However, describing how material controls are identified, 
differentiated from broader risk responses, or positioned 
within the wider internal control and risk management 
framework, as done by Tesco (Example 4) in respect of 
internal controls over financial reporting (ICFR), provides 
valuable clarity. It helps users assess the robustness and 
consistency of approaches across the market. We therefore 
encourage companies to consider providing such disclosures 
on a voluntary basis. As some companies also mention 

testing key or underlying controls, being explicit about what 
these are in the context of material controls is also likely to 
be helpful to readers.
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3. Board-level governance 
over the framework

Amendments to Provision 29 have clearly acted as a catalyst 
for strengthening risk management and internal control 
frameworks. In practice, however, dry-run activity has tended 
to focus on executing the agreed confidence strategy for 
material controls and has often involved testing underlying key 
controls. In most cases, the primary objective was to identify 
and remediate gaps in effectiveness.

Boards should remember that Principle O now requires the 
board not just to establish but also to maintain an effective 
risk management and internal control framework. Provision 29 
requires them to monitor and review the effectiveness of 
the risk management and internal control framework as a 
whole (and describe how this was done), not solely to reach a 
conclusion on the effectiveness of its material controls.

Guidance 293: Describe the main features of the 
framework (…)

	▪ Internal Audit
	▪ External Audit
	▪ External Board 

reviewer
	▪ ISO certifiers
	▪ Other assurance 

providers
	▪ Other subject matter 

experts

	▪ 1st line
	▪ 2nd line
	▪ Business Unit/

Division
	▪ Executive

[TBU]

Provision 29: Describe how the board monitored and reviewed the RM and IC framework

Board review

▪ effectiveness 
evaluation of 
material controls

▪ effectiveness 
evaluation of other 
material aspects of 
RM and IC

▪ effectiveness 
evaluation of the 
processes for 
ongoing monitoring 
of the framework

Company-level 
review activities

Other sources of 
review insights 

Embedded company-
level monitoring

Other sources of 
monitoring insights 

▪ Regular reports
▪ Ad hoc reports
▪ Incident/near miss 

reports

▪ Regular reports
▪ Internal or external  

response reports Board-level 
monitoring

Board and those 
Board Committees 
with duties related to 
risk and controls

e.g.,
▪ Internal/externa audit and assurance opinions
▪ External certifications

e.g.,
▪ Risk owner attestations
▪ Material control 2nd line testing

Provision 29:
Declaration of 

effectiveness of 
material controls

Guidance 293: Describe the main features of the framework (…)

▪ Internal Audit
▪ External Audit
▪ External Board 

reviewer
▪ ISO certifiers
▪ Other assurance 

providers
▪ Other subject 

matter experts

▪ 1st line
▪ 2nd line
▪ Business Unit/

Division
▪ Executive

UK Corp Governance2

option
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Risk governance
fram

ew
ork

Other features of the risk management and

internal control framework

https://www.frc.org.uk/library/standards-codes-policy/corporate-governance/corporate-governance-code-guidance/#paragraph-293
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Provision 29: Describe how the board monitored and reviewed the risk management and internal controls  
(RM and IC) framework

Other 
sources 
of review 
insights

Embedded 
company-
level 
monitoring

Other 
sources of 
monitoring 
insights

Company-
level review 
activities

e.g.
	▪ Internal/external audit and assurance opinions
	▪ External certifications

	▪ Regular reports
	▪ Internal or external 

response reports

	▪ Regular reports
	▪ Ad hoc reports
	▪ Incident/near miss reports

e.g.
	▪ Risk owner attestations
	▪ Material control second-line testing

Board-level 
monitoring

Board and 
those board 
committees 
with duties 
related to risk 
and controls

Board review

	▪ Effectiveness 
evaluation 
of material 
controls

	▪ Effectiveness 
evaluation of 
other material 
aspects of 
RM and IC 
framework

	▪ Effectiveness 
evaluation of 
the processes 
for ongoing 
monitoring of 
the framework

Provision 29: 
Declaration 
of 
effectiveness 
of material 
controls
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3.1  Overview of monitoring and 
review
Both monitoring and review serve to identify and evaluate 
areas for improvement in the design, operation and 
maintenance of the risk management and internal control 
framework. However, the former is an ongoing process aimed 
at identifying issues in a timely way so they can be promptly 
addressed, and the latter leads to a point-in-time conclusion 
on effectiveness, including on the effectiveness of material 
controls.

Directors should differentiate between those activities 
that might be spread across the year but provide views on 
effectiveness at a point in time (such as outcomes of multiple 
internal audits or risk deep dives) and those activities that 
allow for ongoing monitoring of the framework, such as 
analysing KRI reporting.

The FRC guidance considers company-level monitoring, 
board-level monitoring and board-level review of the risk 
management and internal control framework to be three 
separate concepts:

Company-level monitoring

261 The company should have systems in place to carry 
out ongoing monitoring of the design, implementation 
and operation of the risk management and internal 
control framework. (…)

Board-level monitoring

263 The board cannot rely solely on the embedded 
monitoring processes within the company to 
discharge its responsibilities. It should conduct its own 
monitoring, based on the regular reporting and other 
communication with management, internal audit, 
external audit and other appropriate functions and 
units. (…)

Board review

278 There is no single way of carrying out a review. The 
board may wish to define the processes to be adopted, 
including drawing on the results of the board’s ongoing 
process such that it will obtain sound, appropriately 
documented, evidence to support its reporting in 
the company’s annual report and accounts. It should 
ensure that it has considered all material aspects of the 
framework.

In alignment with this, SSE notes that its board, supported by 
the audit committee, oversees and challenges management’s 
approach through its own monitoring and review of the 
integrated assurance activities, to support the board’s annual 
report effectiveness declaration.

Board-level monitoring relies on outputs of embedded 
company-level monitoring supplemented with additional 
sources of insights. These will be a combination of:

	▪ Regular reports, the formality, scope and frequency of 
which directors will need to agree.

	▪ Ad hoc reports, including incident reporting and near 
misses — directors should agree data points or event types 
(e.g. regulatory breaches or fines) that would trigger the 
need for ad hoc communication.

	▪ Response reports, commissioned by directors to address a 
particular issue.

Provision 2 of the Code requires the board to assess and 
monitor culture and how the desired culture has been 
embedded, and to explain the board’s activities and any 
action taken. Reporting on how the board monitored 
culture, using reports from management, other sources 
of insights and its own engagement under Provision 5 
of the Code, has evolved significantly in recent years. 
Disclosures like those of Metro Bank (Example 16) can be 
used as inspiration for enhancing risk management and 
internal control reporting.

To address timing lags, conclude on remediation activities, and 
form a view on those aspects of the framework that operate 
primarily around the year-end, the board’s review will need to 
draw on the outcomes of prior board-level monitoring and be 
supplemented with targeted review specific insights, such as:

	▪ Internal/external audit outcomes and observations.

	▪ External certifications and assurance opinions.

	▪ Risk owner self-attestations, year-end risk dashboards and 
follow-up on risk deep-dives conducted earlier in the year.

	▪ ‘No change’ confirmations related to other areas covered 
earlier in the year.

https://www.frc.org.uk/library/standards-codes-policy/corporate-governance/corporate-governance-code-guidance/#paragraph-261
https://www.frc.org.uk/library/standards-codes-policy/corporate-governance/corporate-governance-code-guidance/#paragraph-263
https://www.frc.org.uk/library/standards-codes-policy/corporate-governance/corporate-governance-code-guidance/#paragraph-278
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	▪ Material control year-end effectiveness assessment, which 
can include owner self-attestations, second-line reviews or 
independent testing.

	▪ Confirmations that remediation activities have been completed.

The FRC guidance advocates particular focus on previously 
reported issues and weaknesses in the operation of material 
controls and actions being taken to address them.

3.2  Reporting to directors
Although much more limited than those relating to material 
controls and their effectiveness, some disclosures did refer 
to improving the quality and cadence of information provided 
to directors, updating terms of reference and governance 
processes, as noted by Ocado (Example 2), and rolling out 
communication and training to risk owners and control owners.

In addition, several companies describe specific plans to 
enhance the quality of board level reporting in relation to 
material controls and their effectiveness. Harworth highlights 
plans to streamline risk reporting by embedding it into 
operational dashboards for real-time visibility, while Rotork 
refers to the development of a proposed annual assurance 
reporting framework from 2026 onwards to support 
assessment of material control effectiveness.

Both from disclosures and from conversations, not many 
companies used their dry runs to trial updates to ongoing 
monitoring activities. In most cases, dry-run activity stopped 
short of piloting what year-end reporting to the board for the 
formal review would look like. References to mock declarations 
were not common, although we know from our engagement 
that many companies were planning for this post year-end.

Some exceptions include:

	▪ Tesco (Example 4), which developed a robust end-to-end 
sign-off process with material control owners and simulated 
the roll-up for the board declaration process.

	▪ Marshalls, which undertook a pilot to refine controls and 
outputs of the assurance process, culminating in a mock 
declaration to agree anticipated wording for 2026.

	▪ Energean (Example 1), which developed a Key Controls 
Repository, and Risk-Pilot sessions, to support clearer, more 
structured information being provided to the board.

	▪ Just Group, which enhanced documentation and evidence 
to support future board attestations and developed 
reporting templates and governance processes for annual 
review and sign-off.

	▪ United Utilities (Example 11), whose audit committee 
emphasised the importance of the board having early sight 
of and fully understanding what information would be 
presented to it in order to make the declaration.

To truly build on progress to date, additional effort will be 
needed to establish a more robust business-as-usual director-
reporting framework that is sustainable. Disclosures indicate 
that, in the run-up to the first declaration, the level of detail 
being presented to some audit committees may have been 
excessive, mirroring information presented to the executive.

Hunting (Example 17) stood up an Internal Controls 
Committee that works with the Executive Committee and 
reports directly to the Audit and Risk Committee. Where 
companies had set up similar executive-level steering 
committees to implement the Provision 29 changes, decisions 
will need to be made as to whether these new structures will 
remain as part of business as usual.



Of the 27% of companies in our sample with a risk committee, 
43% were explicit about cooperation between the audit 
committee and the risk committee in relation to Provision 29, 
as disclosed by Standard Chartered (Example 18). In some 
other cases, such cooperation could be inferred from broader 
statements referring to oversight of the overall risk management 
and internal control framework, for example: ‘The Board, 
supported by the Audit Committee and by the Risk Committee, 
monitored the effectiveness of the Group’s risk management 
and internal control framework throughout the year.’

3.3.2  Aggregating at the board level

Regardless of how responsibilities are allocated, the board 
ultimately acts as the overall aggregator, and the declaration 
on the effectiveness of material controls will be approved 
by the unitary board. Directors therefore need to agree how 
information will flow from board committees — most notably 
the audit (and, where relevant, risk) committee — up to the 
board.

3.3  Board responsibilities
The board is ultimately responsible for the risk management 
and internal control framework but is likely to delegate aspects 
of monitoring and review to its committees, and especially to 
the audit committee.

3.3.1  Committees with risk-related 
responsibilities
Although 41% of companies in our sample have board level 
committees beyond the audit and/or risk committee with 
explicit risk oversight responsibilities (very often ESG or 
sustainability committees), only a small number — including 
Glencore, Spire Healthcare and Pearson — explicitly confirm 
their involvement in supporting the board’s material controls 
declaration. THG reassessed how information is captured 
and presented to the relevant committees, to support the 
disclosures the board will ultimately need to make.

The Sustainability and Risk Committee continues 
to progress its comprehensive Risk Management 
Framework and has conducted a robust assessment 
of the principal risks facing the Group, which are 
outlined on pages 64 to 73 of the Strategic report. The 
work of the Committee, which includes monitoring 
HSEA issues and oversight of decarbonisation 
matters, is on pages 120 to 121. This Committee is 
responsible for providing the Board with additional 
technical insight when making Board decisions. The 
Committee also reviews material controls and held 
joint discussions with the Audit Committee in 2025 to 
review compliance with Provision 29 of the Code. See 
pages 103 and 121 for more information.

EnQuest 2025 annual report

“
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https://www.enquest.com/fileadmin/content/Annual_Reports/Annual_Report_2025/50243_EnQuest_Annual_Report_2025.pdf


From our engagement with companies, questions about 
the appropriate reference point for forming judgements 
on material control effectiveness continue to arise. In our 
view, a key consideration is whether the related risk has 
been managed within the organisation’s risk appetite.

Our engagement to date suggests that this final aggregation 
step has not yet been fully worked through in many cases. How 
it operates in practice will depend on the board’s governance 
model and the way its committees function:

	▪ Where boards already place significant reliance on the audit 
committee, this is expected to continue for the purposes of 
the declaration, with boards relying primarily on the audit 
committee chair’s reporting rather than reviewing additional 
information on material controls at board level.

	▪ In other cases, companies have indicated that the board will 
receive a report summarising the information provided to 
the audit committee as part of its review.

We also understand that decisions on the level of detail 
presented to the board will depend partly on whether directors 
who are not on the audit committee typically attend its 
meetings, and so already have visibility of the underlying 
discussions.

Where the audit committee is required to exercise significant 
judgement, for example, if an agreed effectiveness criterion 
has not been met, in our view it would be appropriate for 
the committee to inform the board of that judgement and 
explicitly seek its input. This enables the board to understand 
the basis for the conclusion, apply appropriate challenge, and 
satisfy itself that the judgement reached provides a sound and 
defensible foundation for the declaration.

19Provision 29 The final stretch  |
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4. Explaining how the 
board monitored and 
reviewed the framework

There is no standard or framework underpinning the duties and requirements embedded 
in Provision 29. A full narrative explaining what enabled directors to reach a conclusion 
on material control effectiveness and make the declaration is therefore important. It gives 
readers of the annual report confidence in the declaration’s veracity. Companies will need to 
strike the right balance in their disclosures between credibility and over-disclosure.

4.1  Observations from the 2025 
reporting cycle

4.1.1  Main features of the framework
Our analysis of ARAs indicates that most companies follow 
the FRC’s Guidance 293 recommendation and describe the 
main features of their risk management and internal control 
framework. Some 88% of companies describe their risk 
governance framework in the risk management section, and 
all companies discuss the risk management process, albeit to a 
different degree of detail.

53%

24%

23%

Detailed narrative	 Detailed step-by-step visual

Brief overview

The approach to describing other features of the framework 
in the risk management section is less consistent. While 43% 
of companies reference the approach to setting risk appetite, 
elements such as training and communication might be 
discussed elsewhere in the annual report, but few companies 
cross-refer to them as part of this narrative.

Furthermore, while disclosure of board oversight of culture 
has become relatively well developed, outside the financial 
services sector there is limited reference to how the desired 
risk culture is embedded. Where culture is discussed, the 
narrative tends to focus on diversity and inclusion rather than 
on risk behaviours and conduct. Airtel Africa (Example 19) 
includes ‘promoting, assessing and embedding risk and ethical 
culture across the organisation’ as one of its audit committee’s 
risk management priority areas.

The Spotlight on monitoring and reviewing culture included on 
pages 22-23, may provide companies with practical tips.

Some 88% of companies describe 
their risk governance framework in the risk 
management section.

Risk management process disclosures 

https://www.frc.org.uk/library/standards-codes-policy/corporate-governance/corporate-governance-code-guidance/
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4.1.2  Board-level monitoring and review
There was an increase in the number of companies that 
concisely articulated what directors considered as part of their 
monitoring and review activities, and how this informed their 
conclusions, including disclosures by Rolls-Royce (Example 20) 
and Bunzl (Example 21).

However, the narrative continued to focus primarily on the risk 
management process element of the framework, emphasising 
management and internal audit activities more than how 
directors used their outputs and the outcomes that resulted.

Narrative relating to other aspects of the risk management 
and internal control framework remained limited. For example, 
assessing the appropriateness of risk management structures 
at both board and executive level may from time to time form 

part of an effectiveness review. In practice, however, such 
considerations were seldom linked explicitly to the broader 
Provision 29 disclosure.

Furthermore, in many cases it remained difficult to distinguish 
clearly between activities that constituted ongoing monitoring 
and those that formed part of the review. As noted in 
Section 3.1, this distinction is important in ensuring that 
the board’s conclusion on effectiveness is supported by 
appropriately documented evidence. Ongoing monitoring 
provides insight into trends, issues and remediation over time, 
while the review draws these strands together to support 
a point in time assessment and a robust and defensible 
declaration. Treating monitoring and review as separate but 
connected activities strengthens both governance discipline 
and reporting clarity.



Observable drivers of behaviour
Rather than attempting to measure risk culture directly, 
leading practice (particularly in financial services) focuses on 
drivers of behaviour:

	▪ Purpose and strategy: clarity on risk trade-offs

	▪ Leadership: tone, challenge, openness

	▪ People and incentives: what is rewarded or tolerated

	▪ Governance and oversight: accountability, escalation, 
follow-through

This reframes risk culture as something boards can evidence 
and interrogate, not just describe.

Monitoring and reviewing risk culture
There is no single measure for risk culture. Boards can monitor 
risk culture by re-interpretating existing information flows, 
rather than commissioning new data. Good practice is to 
combine hard indicators with qualitative insight and narrative.

Board and committee papers, and meeting conduct

	▪ Evidence of constructive challenge and how decisions 
balance risk and performance.

	▪ Whether risk is embedded in strategic decision-making or 
treated as compliance.

Risk and audit reporting

	▪ KRI breaches, percentage of risks and controls within 
appetite, repeat incidents, overdue actions and speed to 
remediate.

	▪ Internal audit findings on control discipline and root causes 
(e.g. workarounds, overrides).

	▪ Findings from root cause analysis and actions taken as a 
result.

People and conduct data

	▪ Engagement survey themes around openness to discuss 
dilemmas or issues, and comfort to speak up and provide 
constructive challenge.

	▪ Whistleblowing activity, themes and resolution quality.

	▪ Non-financial misconduct trends and outcomes, such as 
sanctions for misconduct.

	▪ Grievances, disciplinaries and exit data.

Direct board insight

	▪ NED site visits and workforce engagement.

	▪ ‘Unfiltered’ feedback from employees and stakeholders.

Spotlight on monitoring and 
reviewing risk culture
A key component of the risk management and internal control 
framework is risk culture — the behaviours, attitudes and 
incentives that drive effective risk management.

In financial services, assessing risk culture has been a key area 
of regulatory focus for some years. Outside financial services, 
boards should generally not need new mechanisms to oversee 
risk culture — it should be seen as a component of assessing 
and monitoring culture as required by Provision 2 of the UK 
Corporate Governance Code. Hence boards should leverage 
existing governance, risk and people information, combined 
with targeted qualitative insight and board judgement.
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Risk culture — lessons from financial 
services
Financial services regulation has made risk culture more 
tangible by shifting the focus from stated values and policies 
to observable behaviours, accountability and outcomes. The 
core lesson for boards outside financial services is that risk 
culture should be assessed through evidence of how risk is 
understood, escalated and acted on across the organisation.

First, leadership expectations need to cascade into 
governance, controls and decision-making. Regulators 
increasingly look at the processes deployed and ask whether 
they are producing the right outcomes, a shift reinforced in 
financial services by the Consumer Duty. This means boards 
should focus both on whether risk procedures are followed 
and whether procedures are leading to better decisions, timely 
escalation and fair outcomes.

Second, culture becomes real when accountability is clear. 
Regimes such as the Senior Managers and Certification 
Regime (SM&CR) have required firms to allocate explicit 
ownership of key risks to key individuals. Ownership is 
then supported by risk maps, governance structures and 
information flows to senior management and the board. 
While formal enforcement of SM&CR has been limited, the 
perceived accountability has influenced behaviour by making 
responsibilities and consequences more visible.

The practical lesson is that boards need credible 
accountability, decision-useful management information and 
incentives that reinforce the desired behaviours. Without high-
quality evidence and clear consequences, it is difficult to know 
whether the stated risk culture reflects firm practice.

Practical questions for boards

	▪ Where are people least likely to escalate risk — and how do 
we know?

	▪ What behaviours are our incentives encouraging in 
practice?

	▪ What do recent incidents, audit findings or control failures 
tell us about underlying behaviours?

	▪ Do we have evidence that risk information is reaching the 
board early enough and in a form that supports challenge?

	▪ Where is accountability clear on paper but weak in practice?

Alex Roy 
EY UK Director, Regulatory Insights Team, 
EY Financial Services

alex.d.roy@uk.ey.com
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4.2  EY Provision 29 ‘how’ statement reporting model

294 The board should provide a summary of how it has monitored and reviewed the effectiveness of the framework 
during the reporting period. This may include the type of information the board has received and reviewed; the units and 
individuals it has consulted with; any internal or external assurance received; and if relevant, the name of the recognised 
framework, standard or guideline the board has used to review the effectiveness.

Based on our analysis of ARAs, we consider that there remains room for improvement in the way the board monitoring and 
review process (the ‘how’ statement of Provision 29) is articulated.

Our reporting model should help companies create a cohesive commentary through a clearer indication of information flows 
from management to directors, allowing for duplication between various sections to be removed and increasing the focus on 
outcomes-based governance reporting. While we have attempted to make the model comprehensive, each company should take 
from it only what is truly material in its context. 

A version of the model with reporting extracts drawn from the 2025 reporting cycle is available on request.

Description of the features 
of the risk management and 
internal control framework Company-level monitoring Board-level monitoring Board review

Risk governance framework
Board Provide clarity on the 

allocation of oversight 
responsibilities for risks 
and controls between board 
and board committee level 
in a summary disclosure or 
as part of the principal risk 
disclosure.

N/A Be clear on how 
committees interacted 
on those aspects of 
RM&IC governance 
where their remits 
overlap.

Comment whether board 
and committee terms of 
reference were updated 
for changes in their 
remits.
As part of the annual 
evaluation of the board 
(Principle L) and the 
formal and rigorous 
annual review of the 
performance of the 
board, its committees, 
the chair and individual 
directors (Provision 21) 
comment on:
	▪ The outcome of the 

remit allocation being 
assessed.

	▪ Whether directors 
have the necessary 
skills, knowledge, 
experience, authority 
and support.

https://www.frc.org.uk/library/standards-codes-policy/corporate-governance/corporate-governance-code-guidance/#paragraph-294
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Description of the features 
of the risk management and 
internal control framework Company-level monitoring Board-level monitoring Board review

Executive Set out any:
	▪ Core executive 

committees with specific 
risk responsibilities.

	▪ Allocated risk owners/
executive sponsors in 
a summary table or as 
part of the principal risk 
disclosure.

Clarify the information flows from the business to 
the executive and to directors, including frequency 
of board level reporting, to evidence how this 
contributes to on-going monitoring.
If including a risk management process step-by-step 
disclosure, disclose reporting to the board/board 
committees as a distinct activity, or incorporate 
such reporting as part of the relevant steps. 
Alternatively, show this at the level of each principal 
risk.

Comment on whether 
relevant management 
groups/committees, 
key individuals and 
risk owners have 
the necessary skills, 
knowledge, experience, 
authority and support 
— this can be based in 
in-year interactions with 
relevant individuals.

Business Explain risk and control 
related roles by reference to 
the three lines model. This 
can be achieved through:
	▪ A graphic overview 

disclosure.
	▪ As part of the risk 

management process.
	▪ In tabular format.

Other features of the risk management and internal control framework
Risk strategy 
and appetite

Explain how risk appetite is 
set.

Explain how 
management monitors 
whether net risks remain 
within risk appetite, for 
example by:
	▪ Disclosing the metrics 

that are monitored.
	▪ Setting out how 

tools such as risk 
dashboards are used.

Confirm that directors have set and approved risk 
appetite.
Communicate whether the risk remained within 
risk appetite, and whether it was revisited towards 
the year-end. Where monitoring indicated that risk 
was outside of risk appetite, disclose how directors 
held management to account for addressing the 
situation.

Risk culture 
and related 
policies

Make clear reference to 
culture and conduct as 
part of describing the risk 
management and internal 
control framework.
When explaining the 
desired culture outside 
of the risk section, move 
beyond a focus on inclusion, 
wellbeing, etc. to address 
aspects relevant to risk 
culture.

When discussing 
tools such as culture 
dashboards, explain 
which data points 
support risk culture 
considerations.
Illustrate the monitoring 
of whistleblowing 
reports.

The Provision 2 disclosure setting out how the 
board monitored culture and its embedding 
should address risk culture, including oversight 
of whistleblowing/speak-up arrangements and 
conclusions about their effectiveness, in line with 
Provision 6.
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Description of the features 
of the risk management and 
internal control framework Company-level monitoring Board-level monitoring Board review

Training and 
communications

Reference any key 
policies relevant to risk 
management and how these 
are communicated to staff 
and what training might be 
required, in respect of its 
code of conduct.

Clarify how completion 
of mandatory training is 
monitored and enforced.

Risk management process
Risk 
identification 
and 
evaluation:

	▪ To clarify definitions 
when using non-standard 
terms (e.g. key risks, 
material risks) include 
a risk taxonomy or 
categorisation.²

	▪ Set out how principal 
risks are identified, and 
how emerging risks 
identification differs from 
that of principal risks.

	▪ Clarify which risk 
attributes are reviewed 
when principal risks are 
assessed.

Set out the risks that 
have been identified and 
the outcome of their 
evaluation as part of the 
principal risk disclosure. 
This can include:
	▪ The overall risk level, 

often derived from 
probability and impact 
assessment, and 
overall risk trend.

	▪ Connectivity with 
emerging risks, or 
with other principal 
risks.

	▪ Disclosure of velocity, 
or timeframe.

N/A 	▪ Set out how the board 
monitors each specific 
principal risk as part 
of the principal risk 
disclosure.

	▪ Set out the outcomes 
of directors’ robust 
assessment of 
principal risks.

Risk 
responses:

	▪ Provide an overview 
of the internal control 
framework. Set out 
who performs and who 
monitors the operation 
of internal controls, 
for example as part of 
the risk management 
process.

	▪ Consider explaining 
how material controls 
are designated and how 
this fits into the broader 
response framework.

	▪ Address the requirements 
of DTR 7.2.5 to include 
a description of the 
main features of the 
internal control and risk 
management systems in 
relation to the financial 
reporting process.

	▪ Set out the risk-
specific responses as 
part of the principal 
risk disclosure. 
In doing so avoid 
implying that all 
mitigations are 
controls, for example 
by categorising the 
responses.

	▪ Be clear where 
responses were 
specific to the year, 
and set out where 
additional measures 
will be implemented 
going forward.

Set out the additional sources of insight available to 
directors, such as:
	▪ Overview of activities undertaken by internal 

audit by reference to individual principal risks.
	▪ External certifications.
	▪ Other sources of external confidence.
	▪ Provide examples of how the board obtained 

assurance across a variety of sources.

2. �In our sample, 28% of companies used terms such as ‘key risks’ or ‘material risks’ in the context of material control identification without providing a risk taxonomy to explain 
how these terms align with principal risks.

https://handbook.fca.org.uk/handbook/dtr7/dtr7s2?timeline=true
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Description of the features 
of the risk management and 
internal control framework Company-level monitoring Board-level monitoring Board review

Monitoring 
effecti-
veness:

Set out what is monitored in respect of specific risks as 
part of the principal risk disclosure.

Comment on any actions 
requested to improve 
the effectiveness of 
the company-level 
monitoring activities.

	▪ Where relevant, 
comment on how 
actions arising from 
prior period and in-
year findings were 
progressed or closed 
out.

	▪ Comment clearly 
on whether any 
final updates or 
representations were 
obtained to move 
from monitoring to 
year-end review.

	▪ Specifically, comment 
on how the audit 
committee reviewed 
the company’s 
controls over 
financial reporting, 
distinguishing 
monitoring and review 
activities.

If other areas of the annual report clearly set 
out what management does and what sources 
of insights are reported to the board and its 
committees, the board and committee reports can 
focus on outcomes organised by the most material 
themes, demonstrating how various sources of 
insights are used in combination to challenge 
management’s conclusions.
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5. Illustrative ‘how’ 
statement and 
declaration

In its January 2026 Provision 29 Mythbuster, the FRC emphasised the following:

How should the declaration be worded?

The FRC will not be providing any wording for declarations, as companies will choose to approach this in different ways. As 
long as the declaration is clearly signposted in your annual report and the board demonstrates oversight and confidence in 
the material controls, this would constitute compliance with the second bullet of the Provision.

How long should reporting under Provision 29 be?

The declaration is only one element of the reporting, and so the report should also include commentary on the 
monitoring and review process, as well as an explanation of how the board reached its decision. In most cases, we expect 
the report to be no longer than two pages. It is essential that the reporting remains proportionate and concise.

Below is an illustrative draft of the commentary on the 
monitoring and review process, aligned with our reporting 
model, and a ‘clean’ declaration that can serve as an 
inspiration. It sets out the information flows from management 
to directors and between board committees all the way to 
the board, in a manner like the approach demonstrated 
by Next (Example 22). The example below is intentionally 
comprehensive; companies should tailor it to reflect what is 
material in their circumstances.

5.1  The Board statement and 
declaration
The risk management and internal control framework 
established by the Board is described in the risk management 
section. The framework includes, among other elements, 
procedures to identify principal risks, material controls over 
those risks as well as procedures to identify and manage 
emerging risks.

Having delegated some aspects of the role to its committees, 
as described in the overview of the governance framework, the 
Board retains ultimate responsibility for the risk management 
and internal control framework. The Board has maintained 
this framework throughout the year and monitored its 
effectiveness through:

	▪ The risk monitoring activities conducted by the Board’s 
committees, most notably the Audit Committee, as set out 
in the committees’ reports.

	▪ Its direct engagement with risk owners regarding those 
principal risks overseen directly by the board, namely [XXX].

	▪ Its culture monitoring activities, described on page [X], 
which included monitoring of the risk culture and routine 
assessments of speak-up arrangements and reports arising 
from their operation.

https://www.frc.org.uk/docs/9097/html/#how-should-the-declaration-be-worded
https://www.frc.org.uk/docs/9097/html/#how-long-should-reporting-under-provision-29-be
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The Board confirms that it carried out a robust assessment 
of the company’s emerging and principal risks and evaluated 
the quality and frequency of risk management reporting. It 
remains satisfied that the design of the risk management and 
internal control framework remains appropriate considering 
the changes to the risk profile described in [xxx].

Furthermore, the Board carried out a review of the operating 
effectiveness of the framework, including its material 
controls, which involved receiving and interrogating:

	▪ Recommendations on the material control effectiveness 
declaration from the Audit Committee.

	▪ Self-attestations from all the principal risk owners.

	▪ Outcomes of the viability assessment.

	▪ [Other as relevant, for example, insurance arrangements].

The Board also reviewed the adequacy of policies [X, Y, Z] 
and ensured that they were appropriately updated to address 
regulatory and other changes. Furthermore, the Board also 
ensured that the terms of reference of its committees 
adequately reflect their responsibilities in respect of the risk 
management and internal control framework and that the 
committees have the necessary resource and expertise to deal 
with those responsibilities.

The monitoring activities combined with the year-end 
review provided the Board with sufficient appropriate 
evidence and reasonable confidence to determine and 
declare that all material controls were effective as at the 
balance sheet date. The Board’s declaration is subject to 
the inherent limitations of any system of internal control 
and assurance, which is designed to provide reasonable, 
rather than absolute, assurance.

5.2  The Audit Committee statement
Throughout the year, the Audit Committee monitored the risk 
management and internal control framework through insights 
obtained from its oversight of company-level monitoring, 
described in the risk management section, supplemented with 
additional sources of insights, of which the following were 
most significant:

	▪ Key risk indicator reporting.

	▪ Ad hoc escalations of near misses, incidents and other risks, 
together with associated pathways to remediation.

	▪ Risk dashboards, which included updates on principal risks 
and responses, and regular reporting on principal risks from 
designated risk owners or the Chief Risk Officer.

	▪ Progress reports against previous internal audit findings.

	▪ Outcomes of investigations into whistleblowing reports 
related to incidents of suspected fraud.

As a result of its monitoring, the Audit Committee was 
satisfied that management had put in place robust action 
plans with appropriate target dates to address any areas for 
enhancement and that sufficient resources were in place 
to deliver on these. For example, [provide some areas of 
enhancement if relevant].
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The Audit Committee also undertook a formal review of the 
risk management and internal control framework. This review 
drew on multiple sources across the three lines, including:

	▪ Self-assessments and validation exercises undertaken by 
the first and second-lines.

	▪ Risk deep-dives indicated as part of principal risk reporting.

	▪ Self-attestations from risk owners and material control 
owners, as well as entity/business unit attestations on 
adherence to the group framework.

	▪ Delivery of the approved internal audit plan, which is set out 
in [the risk management section].

	▪ Outcomes of the execution of other elements of the 
assurance plan, [e.g. input from third parties, testing results 
undertaken on attestations].

In addition, the Audit Committee sought input from the 
Technology Committee.

The Audit Committee also obtained an understanding of 
remediation progress in areas identified through monitoring 
and tracked management action plans and overdue items. 
It is satisfied that, at the year-end, any significant failings 
or weaknesses related to material controls identified as part 
of monitoring activities had been or were being adequately 
remediated.

Separately from activities related to principal risks, the Audit 
Committee also monitored and reviewed the company’s 
internal controls over financial reporting. This included:

	▪ Reporting on the design and operational effectiveness of IT 
controls supporting financial systems and processes from 
the second-line and Internal Audit.

	▪ Assessing and monitoring management responses to key 
external audit findings.

	▪ Overseeing financial results compared with the plan.

	▪ Regular reporting from the CFO on enhancements to the 
financial reporting processes, including improvements to 
documentation, testing and monitoring of key controls.

The work undertaken provided the Committee with reasonable 
confidence that key financial reporting and control processes 

were consistently applied across the group. A description of 
the main features of the internal control and risk management 
systems in relation to the financial reporting process as 
required by Disclosure Guidance and Transparency Rule 7.2.5 
is set out in [xxx].

Based on the review, the Audit Committee made 
recommendations to the Board on the material control 
effectiveness declaration.

5.3  The ‘other committee’ 
statement
The Technology Committee contributes to the oversight of the 
cybersecurity principal risk. During the year, the committee:

	▪ Oversaw the results of the annual penetration testing and 
the cyber simulation exercise and the testing of the Cyber 
Incident Response Plan.

	▪ Was appraised on a regular basis about the outcomes of 
the continuous IT system vulnerability scanning and regular 
phishing simulations aimed at proactively identifying and 
addressing weaknesses.

	▪ Monitored completion rates of the cyber-awareness 
training designed to support colleagues in recognising and 
responding to threats.

	▪ Considered the output of an external assessment of the 
group’s cybersecurity control environment.

The Committee also reviewed management’s work to identify 
critical business services and strengthen recovery planning, 
as part of improving the group’s operational resilience. The 
Committee recommended, and management agreed, to 
update the membership of the Group Business Continuity 
team to reflect outcomes of this work.

The Committee held a joint session with the Audit 
Committee to support the latter’s year-end effectiveness 
review of the risk management and internal control 
framework, providing its views on cyber risk and the 
effectiveness of related responses.
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5.4  When a material control did not 
operate effectively as at the year-end
As the deadline for the first declarations approaches, 
conversations about the consequences of disclosing that a 
material control did not operate effectively as at the year-end 
are intensifying.

Many companies, such as ITV, Aberdeen, Playtech 
and Rolls-Royce, already disclose where the need for 
enhancements to the risk management and internal control 
framework was identified and what steps were undertaken 
to implement them. These disclosures can be seen to 
demonstrate the effectiveness of management and board-level 
monitoring of the framework and a continuous-improvement 
mindset.

However, given what material controls are intended to achieve, 
having to declare that one did not operate effectively as at 
the year-end is more problematic. It could raise questions on 
whether:

	▪ Monitoring activities did not achieve their objectives 
because they did not operate as intended.

	▪ Risks with the potential to threaten the viability of the 
company or its access to capital were not appropriately 
managed.

And, ultimately, whether those charged with governance failed 
to adequately discharge their duties.

For these reasons, if the declaration is not ‘clean’, directors 
should consider providing disclosures beyond those explicitly 
stipulated in the third bullet of Provision 29. It is not possible 
to foresee every possible scenario that could lead to this 
situation; however, some examples for consideration could 
include:

	▪ If issues with a material control were identified during 
the year but had not been sufficiently remediated by the 

year-end, directors may wish to make this point clear when 
discussing the outcomes of the framework monitoring. They 
may also want to discuss what compensating measures 
were put in place during the remediation period to address 
the resulting risk exposure.

	▪ If monitoring had not picked up the issues, then in addition 
to setting out the actions taken or planned to remediate 
the material control, directors may want to specify how 
monitoring activities will be enhanced going forward and 
whether any compensating measures have been effected in 
the meantime.

5.5  Questions the board should be 
asking
Once drafted, the risk management section and ‘how’ 
statement should be scrutinised by directors to ensure they 
fairly and accurately reflect the activities undertaken during 
the year and the position at year-end, without overstating 
strengths or omitting material elements.

As part of their fair, balanced and understandable assessment, 
directors may wish to consider the following questions:

	▪ Do the principal risk disclosures align with information 
provided to support their robust assessment under 
Provision 28?

	▪ Are statements made in relation to risk appetite (and 
operating within it, where relevant) supportable?

	▪ Are management’s monitoring and review activities clearly 
distinguishable from those of the directors?

	▪ Is it clear whether the governance activities described 
were undertaken during the year, rather than reading like 
boilerplate or process narrative?

	▪ Is the governance reporting sufficiently outcomes-focused?
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6. Extended case study: 
Material controls over 
geopolitical risk

Already in the 2025 reporting cycle, 61% of the FTSE 350 identified geopolitical risk (or an 
equivalent) as a principal risk, with many others describing it as an emerging risk. However, 
given the velocity and inherent unpredictability of geopolitical developments, disclosures 
often suggest that — even where geopolitics is classified as a principal risk — an organisation’s 
responses are similar to those applied to emerging risks.

Mitigations disclosed in ARAs are a mix of adaptive and reactive measures, commonly including:

	▪ Horizon scanning and exposure mapping 	▪ Funding flexibility, liquidity and treasury management

	▪ Event monitoring, intelligence and early warning 	▪ Cost, pricing and margin management

	▪ Government and stakeholder engagement, including 
advocacy

	▪ Business continuity, contingency planning and 
operational resilience

	▪ Scenario analysis and stress testing 	▪ Regulatory and compliance management

	▪ Crisis and incident management 	▪ Security, safety and asset protection

	▪ Supply chain and operational dependency management

Since year-end, geopolitical risk has escalated sharply. In the EY-Parthenon May 2026 CEO Outlook, 56% of global CEOs 
identified geopolitical tensions, instability and conflict as the key near-term risk, up markedly from 28% in September 2025, 
when technology disruption and AI, combined with access to talent, were top of mind for the C-suite.

As boards reassess principal risks during 2026, it would not be surprising if geopolitical risk is either elevated to principal risk 
status or, where already classified as such, increased in severity. In either case, a recalibration of the organisation’s response will 
be required to reconsider how resilience is defined in the context of severe, sustained geopolitical disruption.

https://www.ey.com/en_gl/ceo/ceo-outlook-global-report
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Strategise
Incorporate political risk analysis into operations and strategy.

This primarily relates to the strategic levers available 
to companies in responding to a changing geopolitical 
environment. In practice, this increasingly centres on 
diversification and dependency management across markets, 
supply chains, assets and revenue streams.

While there are many overlapping elements between Manage 
and Strategise activities, the latter’s focus should also extend 
beyond the current business landscape to seize opportunities 
rather than simply protect against unforeseen changes.

Govern
Establish appropriate structures based on the 
fundamentals of ownership, communication and trust.

This means assessing how roles and responsibility 
for geostrategic risk management are assigned, 
and considering what information enables board-
level monitoring of geopolitical exposure and how 
information flows through the organisation to help 
decision-makers frame their decision points. Doing 
this well will ultimately enhance trust across the 
organisation.

Scan
Identify and monitor political 
risks for opportunities and 
challenges, with an assessment 
of likelihood.

Focus
Focus on how the risks identified in the 
scan will affect the company in specific 
and measurable ways across its functions, 
business units and geographic footprint, with 
clarity on the impact on performance metrics.

Manage
Evaluate the relationship between 
the likelihood of risks occurring 
and their impact to determine 
how to actively manage them.

Scan Focus Manage Strategise

Govern

In our view considering such re-calibration effort against the key elements of the EY geostrategy framework for strategic 
political risk management would help ensure effective structuring:

https://www.ey.com/en_us/insights/strategy/book-on-geostrategy-by-design
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6.1  Material controls linked 
to geopolitical risk and their 
effectiveness
When companies were first determining their material 
control populations around 12 to 18 months ago, a common 
conclusion was that there were few, if any, material controls 
addressing geopolitical risk. This reflected the view that, while 
such risks may be unavoidable and highly impactful, they are 
largely outside the organisation’s direct control. However, as 
organisations have continued to refine their overall approach 
to Provision 29, activities that might previously have been 
characterised solely as ‘responses’ are increasingly being 
elevated to material control status, including in respect of 
geopolitics. Based on our engagement, these most commonly 
include horizon scanning, scenario modelling and stress 
testing, and business continuity planning.

Material controls that, in practice, operate primarily as 
mechanisms for identifying risks or shaping responses, rather 

We apply this framing to illustrate how the most common material controls in respect of geopolitical risk — horizon scanning, 
scenario modelling and stress testing, and business continuity planning — can be assessed for effectiveness.

than preventing or detecting risk events themselves, create 
a particular challenge in the context of the declaration. 
Unlike more traditional controls, those relating to geopolitical 
risk cannot be evaluated solely through periodic testing 
or assurance activities. Their effectiveness is inherently 
dependent on factors such as the timeliness of response, the 
quality of decision-making and the degree of coordination 
across the organisation. This raises a fundamental question as 
to how conclusions can be drawn on the effectiveness of such 
material controls where the ultimate efficacy of the response 
may only be evidenced when a geopolitical event occurs and 
the response executed in practice.

One of the ways this challenge can be addressed is through a 
greater focus on the controls over the design, maintenance 
and awareness of those responses, and over the organisation’s 
readiness to deploy them, rather than on the responses 
themselves. This is similar to the approach we proposed in The 
Goldilocks phase and beyond for addressing the effectiveness 
of entity-level material controls.

Element of the entity-level control Equivalent element of the geopolitical material control

Documented policy or standard Design and maintenance

Communication and training Awareness

Monitoring of adherence Organisational readiness

https://www.ey.com/content/dam/ey-unified-site/ey-com/en-uk/insights/assurance/documents/ey-the-goldilocks-phase-and-beyond.pdf
https://www.ey.com/content/dam/ey-unified-site/ey-com/en-uk/insights/assurance/documents/ey-the-goldilocks-phase-and-beyond.pdf
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Element Example effectiveness consideration

Design and 
maintenance

	▪ The approach to horizon scanning has been approved by those with an appropriate level of seniority 
and there is a clear linkage to the business strategy.

	▪ The approach to horizon scanning is up to date, for example:

	▪ Boundaries for the scan have been updated for any recent changes to the business.

	▪ Sources of geopolitical information used in the scan are reviewed on a regular basis for 
adequacy. Arrangements to access external specialist expertise for intelligence on fast-moving 
developments to supplement and stress test internal work have been considered or are in place.

	▪ Frequency of horizon scanning is responsive to the levels and volatility of the geopolitical risk.

	▪ There is a documented output of the horizon scan that includes a clear assessment of risks using 
both qualitative and quantitative analysis (e.g. metrics to track risk trends over time and enable 
scenario modelling).

Awareness 	▪ Outputs from scanning are communicated to the business, with clarity on actions needed, for 
example, in refining or adapting mitigation strategies.

	▪ Outputs are reflected in key risk indicator dashboards.

	▪ There are clearly defined triggers for when rapid escalation is required.

Organisational 
readiness

	▪ There is clear ownership of actions and follow-up on completion.

6.2  Horizon scanning
Many companies already deploy horizon scanning as part of their emerging risk identification processes. In the context of 
geopolitical risk, this is typically supported by ongoing government and broader stakeholder engagement, providing insight into 
policy direction and regulatory intent, alongside event monitoring and intelligence capabilities that enable real-time situational 
awareness and timely responsiveness.

Local-level intelligence, from business units, functions and geographies, should be brought together at the 
group level and aligned with enterprise-wide priorities. Horizon scanning should match how decisions are 
made: frequent, practical updates for operational teams, and clear input into board-level risk analysis to guide 
major strategic decisions. This process and the communications around it must also be two-way, with direct 
access between the central analytical team and both the C-suite and the board, to support both ongoing insight 
sharing and targeted strategic questions.

Courtney Rickert McCaffrey 
EY Global Geostrategy Insights Leader

courtney.r.mccaffrey@ey.com

“
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6.3  Scenario modelling and stress testing
In assessing the effectiveness of scenario modelling, it is not sufficient to ascertain whether a scenario has been considered; 
what matters is whether the organisation has demonstrated that it could respond effectively if the scenario crystallised.

This challenge is well illustrated by the long-discussed risk of disruption in the Strait of Hormuz. While the potential closure 
of the Strait has featured in industry risk assessments for many years, organisations have generally not translated this into 
meaningful response plans, particularly with regard to the indirect, knock-on impacts on downstream industries, largely because 
the scenario was viewed as low probability. As one CEO in the oil and gas industry candidly acknowledged, “we are stupid in our 
industry” companies have recognised the risk but have not consistently converted that awareness into operational preparedness.

As a result, scenario modelling needs to be complemented by the development and refinement of response playbooks, helping to 
translate insight into actionable and coordinated management responses.

In practice, many companies are moving beyond traditional ‘desktop’ scenario analysis towards more dynamic ‘mobilised’ 
scenarios that actively involve relevant functions and decision makers. These exercises test whether geopolitical risks are well 
understood in practice, whether controls are appropriately designed, and whether governance arrangements, resources and 
response plans are capable of being executed under real-world conditions.

Element Example effectiveness consideration

Design and 
maintenance

	▪ The scenarios have been approved by those with an appropriate level of seniority.

	▪ Time horizons have been clearly articulated.

	▪ The scenarios are up to date, for example:

	▪ They reflect any recent changes to the business.

	▪ They reflect the geopolitics-related outputs from the horizon scan.

	▪ They include consideration of ‘grey rhinos’.3

	▪ Modelling of the scenarios is updated on a regular basis and aligned with planning cycles.

Awareness 	▪ Consequences and outcomes of scenarios are communicated to relevant business units and functions 
and incorporated into risk modelling.

Organisational 
readiness

	▪ Risk response playbooks are created and meaningfully stress tested under realistic time pressure with 
C-suite participation.

	▪ No-regret moves to boost resilience are implemented.

Integrating geopolitical risk into strategy requires a structured approach. It begins with stress-testing the macro 
assumptions underpinning the business model and modelling how performance degrades under alternative 
conditions. Organisations should then identify and prioritise their most critical vulnerabilities across operations, 
supply chains and market access, focusing on those most likely to shift over a defined time horizon. Strategic 
planning should be anchored in a set of differentiated scenarios that reflect fundamentally distinct geopolitical 
trajectories, rather than incremental variations on a baseline. The EY Geostrategic Business Group supports this 
end-to-end process, combining its Geostrategic Outlook, sector expertise and proprietary globalisation scenarios 
to translate geopolitical uncertainty into actionable strategic, operational and crisis-readiness decisions.

Oliver Jones 
EY-Parthenon Geostrategy Leader & Global Leader in Client Insights and Research

oliver.jones@uk.ey.com

“

3.  Grey rhinos are ‘known unknowns’. They are more plentiful and expected, charging in plain sight, and with a significantly wider impact yet often ignored. These 
charging grey rhinos represent the risks that boards should proactively prioritise within their enterprise risk management, i.e. anticipate and adapt rather than react. 
By contrast black swans are ‘unknown unknowns’. They can be catastrophic, but they are unique, rare, impossible to predict, and outside an organisation’s control.
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Element Example effectiveness consideration

Design and 
maintenance

	▪ The BCP is prepared with input from representatives of critical functions.

	▪ The BCP has been approved by those with an appropriate level of seniority.

	▪ The BCP is regularly updated, including for outcomes of scenario modelling.

Awareness 	▪ Clear communication, decision and escalation protocols have been established, including with relevant 
third parties.

	▪ Training for general staff on emergency protocols is in place.

Organisational 
readiness

	▪ BCP is regularly tested through simulations or tabletop exercises.

	▪ Testing involves senior management to rehearse incidents, test decision-making roles and escalation 
paths. Employee and external communication channels have been tested.

6.4  Business continuity planning (BCP)
While some companies treat their strategic planning process or business plan as a material control for geopolitical risk, this 
remains less common at present. What is becoming more prevalent is a shift towards greater emphasis on resilience. As a result, 
business continuity and operational resilience planning is increasingly being elevated and treated as a material control.

This typically involves assessing geopolitical risk exposure and response maturity relative to peers — by sector, geography and 
scale — and using this insight to define a target level of resilience aligned with the organisation’s risk appetite. This in turn can 
iteratively inform scenario analysis, for example by ensuring that modelling factors in critical business services by geography.

Severn Trent (Example 23) includes detailed disclosures about its business continuity activities. In addition, it separately notes 
that as part of its continued focus on operational resilience, its Board participated in a live cyber incident simulation. This 
replicated the pressure, pace and uncertainty of a real cyber attack, enabling Board members to test decision making, escalation 
routes, crisis communication and regulatory reporting in a realistic environment.
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category: societal, technological, environmental, 
economic and geopolitical. Over the next decade, 
environmental risks were perceived with the most 
pessimism out of all risk categories surveyed, with 
close to three-quarters of respondents selecting 
either a turbulent or stormy outlook (Figure 8). 
Chapter 2.5: Infrastructure endangered explores, 
in part, the effects of continued extreme weather 
and climate change on ageing infrastructure. From 
supply-chain chokepoints to strains on electrical 
grids, critical infrastructure requires renewed 
attention, with the current risks already playing out 
and affecting societies globally.

A new competitive order is 
emerging

In this period of geoeconomic transformation, 
alliances are being reshaped and the resilience 
of markets and of the institutions that emerged 
from the Bretton Woods Conference of 1944 is 
being tested. Protectionism, strategic industrial 
policy and active influence by governments over 
critical supply chains all signal a world growing 
more intensely competitive. In this year’s GRPS, 
68% of respondents describe the global political 

Global Risks Report 2026 11

WEF Global Risks Report 2026, Figure 6

6.5  Considerations for the final 
stretch
Many companies regard geopolitics as a cross-cutting risk 
driver. Geopolitics creates, amplifies or accelerates other 
operational, economic and security risks. Most notably, the 
World Economic Forum (WEF) Global Cybersecurity Outlook 
2026 identifies geopolitical fragmentation, alongside artificial 

intelligence and supply-chain complexity, as one of the 
principal forces reshaping the cyber risk landscape.

Geoeconomic confrontation refers to a form of geopolitical 
risk in which states use economic tools — such as trade policy, 
sanctions, investment restrictions and control of supply chains 
— as instruments of strategic competition to advance political 
or security objectives. Rather than manifesting through direct 
military conflict, it arises from the deliberate ‘weaponisation’ 
of economic interdependence, as countries seek to constrain 
rivals.

According to the WEF Global Risks Report 2026, 
geoeconomic confrontation has emerged as the most severe 
risk over the next two years. The report highlights that the 
centrality of geoeconomic confrontation in the global risk 
landscape threatens the foundations of an increasingly 
interconnected global economy.

This heightens the need for companies to consider whether 
their evaluation of geopolitical risk should trigger a 
reassessment of the adequacy of material controls over 
interconnected risks, and whether existing responses are 
sufficiently dynamic to remain effective as conditions evolve.

Geopolitical instability and armed conflicts are 
reshaping the cyberthreat landscape, creating 
complex and unpredictable conditions for 
organizations. As global fragmentation deepens 
— driven by conflicts, sanctions and technological 
rivalry — cybersecurity is emerging as a critical 
extension of geopolitical competition.

Global Cybersecurity Outlook 2026

“

https://www.weforum.org/publications/global-cybersecurity-outlook-2026/
https://www.weforum.org/publications/global-cybersecurity-outlook-2026/
https://reports.weforum.org/docs/WEF_Global_Risks_Report_2026.pdf
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6.6  What comes next
To date, we have not observed companies treating the 
following as material controls. However, as geopolitical 
volatility appears set to become the new normal, it would not 
be surprising if they begin to be considered as such.

6.6.1  Executive-level geostrategic risk 
committee
While many annual reports reference oversight by the board 
or its risk committee and involvement of corporate affairs, 
legal, compliance and regulatory teams, we have not come 
across references to standing geostrategic risk committees, 
although our engagement indicates that they do exist. In the 
2025 Geostrategy in Practice survey, all of the companies 
interviewed indicated that they had altered their strategic 
investment plans as a result of political risks over the past 
24 months. In the same survey, however, fewer than one-
third of executives reported that their company does this on 
a proactive basis — meaning that, in most cases, companies 
respond to political risk only as events arise.

Where geopolitics is a principal risk and no such committee 
exists already, companies should consider the merits of 
establishing one with a remit to address the risk proactively. 
While not itself a material control at present, establishing one 
could provide a valuable opportunity to reassess whether 
the information provided to directors to support ongoing 
monitoring of the risk management and internal control 
framework is sufficiently robust. In particular, this may 
include considering whether relevant metrics on geopolitical 
exposure — such as supply-chain concentration by geography 
or dependency on higher risk jurisdictions — are routinely 
reported to enable informed oversight and challenge.

As organisations start to transition into business as usual after 
the first declaration, such a committee could evolve into an 
oversight cluster control that, amongst other things, oversees 
the controls described above — horizon scanning, scenario 
modelling and stress testing, and business continuity planning.

The Committee believes boards should take a more 
structured approach by assigning responsibility for 
geopolitical oversight, undertaking regular scenario 
planning, and ensuring they understand both the 
risks and the opportunities created by a changing 
global landscape. In an increasingly fragmented 
world, geopolitical awareness is becoming a source 
of competitive advantage.

Three Priorities for the Board of the Future, 
The ICGN Future Leaders Committee

“

6.6.2  Minimum viable company
The resilience of organisations is becoming increasingly 
important, with major business disruptions and outages being 
ever more common. During times of severe, mass disruption, 
when in emergency mode, businesses need to be able to 
continue to operate to survive. This has driven a shift in thinking 
and approach when responding to major outages, away from 
solely recovering to normal operations as quickly as possible, 
towards the explicit prioritisation of what must be preserved or 
recovered first to stop the company grinding to a prolonged halt 
— the so-called minimum viable company (MVC).

From our review of disclosures, there are a handful of references 
to the MVC concept. The audit committee of Domino’s Pizza 
discussed and challenged the identification of business-critical 
systems and which of these comprise a minimum viable trading 
platform, with a specific focus on ensuring recovery processes 
are well-established and failover testing. As part of improving 
the group’s operational resilience, the audit committee of 
ITV reviewed management’s work to identify critical business 
services — MVC — and strengthen recovery planning, including 
the ability to respond to scenarios where key systems or third-
party services are unavailable.

https://www.ey.com/en_gl/insights/strategy-transactions/the-five-habits-of-successful-geostrategists
https://www.icgn.org/sites/default/files/2026-06/2026%20-%20Future%20Leaders%20Committee%20-%20Paper%20%281%29.pdf
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MVC is not a documented plan, but a defined target operating 
state. While related to business continuity and disaster 
response plans, it is distinctly different. At a high level, these 
plans seek to answer the question of how to restore normal 
operations; they are a plan to execute, to direct the journey, to 
recover. The MVC, on the other hand, is a critical stop on that 
journey that underpins the future recovery activities. Once 
MVC is established, organisations can focus on rebuilding in a 
controlled way, limiting the overall impact of the crisis. MVC 
sets out the minimum set of services, capabilities, dependencies 
and resources that must remain operational for an organisation 
to continue functioning, meet its obligations, and support a 
controlled recovery under severe disruption. Put simply, it asks: 
what is the minimum version of this organisation that must 
continue to operate under sustained disruption?

Resilience, in this context, is no longer defined by the ability 
to prevent failure, but by the ability to withstand it — to 
prioritise crisis response in a controlled way, maintain critical 
operations, and recover predictably under pressure. It requires 
organisations to anticipate, absorb and adapt to complex, 
interconnected risks, not only those arising from cyber 
threats. Over time, having a defined MVC has the potential to 
become a material control in managing high impact risks that 
sit, at least in part, outside an organisation’s direct control.

On a practical level, to deliver a successful MVC, 
organisations need to focus on getting the following 
two key aspects right:

1. �Ensuring strong inter-departmental collaboration 
to ensure that the business’s MVC is truly 
understood and accurately reflects the needs of 
the business. This is paramount to enable the 
effective recovery and preservation of the MVC.

2. �Extending the analysis of what the MVC is to 
the supply chain to identify and account for 
dependencies on other organisations that impact 
effective recovery.

Andrew Napier 
EY UK Director 
Technology Risk

anapier@uk.ey.com

“
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The Committee was satisfied that the audit plan was effectively executed, focusing appropriately on identified 
key risk areas and challenging management’s assumptions, particularly in areas of significant accounting 
estimates. It concluded that EY maintains its independence and objectivity, operates at a high standard, and 
has recommended to the Board that EY be re-appointed as the External Auditor at this year’s AGM for the 
financial year ending 31 December 2026. 

NNoonn--aauuddiitt  sseerrvviicceess  

In order to safeguard the External Auditor’s independence and objectivity, the Group has in place a policy 
setting out the circumstances in which the External Auditor may be engaged to provide services other than 
those covered by the Group audit. The policy complies with the FRC’s Revised Ethical Standard for auditors, 
published in January 2024 (effective December 2024), and is designed to ensure that any permissible non-audit 
services do not compromise auditor independence and objectivity.  

The policy sets out those types of services that are strictly prohibited and those that are allowable in principle 
(permissible services). Any service types are considered by the Audit & Risk Committee Chair on a case-by-case 
basis. This is reported by management to the Audit & Risk Committee who consider the services provided as 
part of concluding on the auditor’s independence. 

The types of non-audit services provided by the auditor during 2025 were as follows: 

• Climate change and sustainability assurance services provided by EY Greece. 
• Comfort letter in connection with the bond offering. 
• Agreed-upon procedures provided by EY Greece for a Greek Government loan. 
• Agreed-upon procedures in connection with a proposed capital reduction. 
• Tax and levy return certification services in Greece and Israel. 
• Interim review of consolidated financial statements for six months ended 30 June 2025. 
• Subscription to EY Atlas CE. 

In all these cases, safeguards were adopted and reasons given as to why these safeguards were considered to 
be effective. The Committee was satisfied that the independence of the External Auditor was not affected by 
the performance of any of these services. The non-audit services provided were required by law and/or are 
typically performed by the auditor. Furthermore, in each case there were business justifications for using the 
External Auditor for non-audit services. The Chair of the Audit & Risk Committee agreed with each justification 
before the service was carried out. 

Further details on non-audit services are outlined in note 7 to the consolidated financial statements on pages 
200-201. 

AAuuddiitt  CCoommmmiitttteeeess  aanndd  tthhee  EExxtteerrnnaall  AAuuddiitt::  MMiinniimmuumm  SSttaannddaarrdd  

This Audit & Risk Committee Report details the Committee’s adherence to each provision of the Minimum 
Standard over the past year, specifically within the “External Auditor” section of this report. An explanation of 
the Group’s material accounting policies can be found on pages 171-188. 

Throughout the year, there were no requests from shareholders for specific matters to be addressed in the 
audit, nor were there any regulatory inspections concerning the quality of the Group’s audit. 

IInntteerrnnaall  ccoonnttrroollss  aanndd  rriisskk  mmaannaaggeemmeenntt  oovveerrvviieeww  

The Audit & Risk Committee is responsible for the oversight of the Group’s system of internal controls, including 
the risk management framework and the work of the Internal Audit Function. Details of the main features of 
the risk management framework, including an overview of the relevant governance structures in place, how the 
Company assesses risks, how it manages or mitigates them, and how the information is shared and 
communicated throughout the organisation, are provided within the risk management section on pages 65-79. 

At a Group level, a consolidated risk register, risk dashboard and report by the Head of Compliance who is 
responsible for the Company’s ERM are reviewed and biannually debated by the Audit & Risk Committee, with 
formal updates provided to the Board to ensure that they are satisfied with the overall risk profile, risk 
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accountabilities and mitigating actions. The dashboard provides a view of the Company’s risk profile, key risks 
and management actions, together with its movement on an inherent basis against last reporting period. 

In 2025, the Board has carried out an assessment of the Company’s principal and emerging risks, considering 
the nature and extent of the principal risks that the Group is willing to take to achieve its strategic objectives (its 
“risk appetite”) and of the Company’s risk management activities and processes. This assessment reflected the 
changed composition of the Group following the termination of the Strategic Sale and the re-integration of the 
Egypt, Italy and Croatia portfolio, including the re-emergence of certain risks, notably receivables risk in Egypt 
and risks associated with non-operated assets and joint ventures. 

The Board of Directors reviewed the effectiveness of the risk management system during the reporting period 
and subsequently approved its effectiveness on 18 March 2026. 

The Group’s principal risks and uncertainties, which provide a framework for the Audit & Risk Committee’s 
focus, alongside what procedures are in place to identify emerging risks, and an explanation of how these are 
being managed or mitigated, are discussed on pages 69-79. 

PPrreeppaarraattiioonn  ffoorr  tthhee  rreevviisseedd  PPrroovviissiioonn  2299  ooff  tthhee  22002244  UUKK  CCoorrppoorraattee  GGoovveerrnnaannccee  CCooddee    

A major area of focus in 2025 was the Committee’s preparation for the enhanced requirements of the New 
Provision 29, which takes effect for financial years beginning on or after 1 January 2026. Under the New 
Provision 29, the Board will be required to provide a formal declaration on the effectiveness of the Company’s 
material controls, covering financial, operational, reporting and compliance controls. 

Building on the preparatory work commenced in 2024, the Committee oversaw the following activities during 
2025: 

• The focus group led by the Head of Compliance and the Head of Internal Audit continued and expanded 
its work, conducting walkthroughs of core business processes  across selected areas of the business, as 
well as ensuring that appropriate training and awareness is provided at the Board and senior 
management level. 

• The Committee endorsed management’s framework for identifying and defining “material controls” in 
alignment with the Group’s principal risks, considering guidance from the FRC and best practices. 

• Risk Pilot sessions were conducted with the objectives of: breaking down the Organisation’s key risks into 
their underlying causes/sub-risks, identifying relevant Key Risk Indicators (“KKRRIIss”), defining the controls 
in place, determining the periodic testing and assurance activities employed to monitor and validate 
control effectiveness, obtaining feedback regarding third party assurance and reviewing activities that 
enhance risk coverage. 

The Committee oversaw the conduct of two Risk Pilots covering project delay risk and cyber risk, and agreed 
that further pilots would be progressed during 2026 in areas including liquidity risk, and legal and regulatory 
risk. 

The Committee also supported continued use of a structured verification process for controls-related 
statements in the Annual Report to ensure that key claims are supported by evidence and a clear audit trail 
exists for external scrutiny. 

The Committee is satisfied that the Group is well advanced in its preparations and is on track to comply with the 
enhanced New Provision 29 requirements for the financial year beginning 1 January 2026. 

AAsssseessssmmeenntt  ooff  iinntteerrnnaall  ccoonnttrroollss  eeffffeeccttiivveenneessss  

Throughout the year, the Audit & Risk Committee assessed the Group's internal controls to determine if any 
significant failings or weaknesses required disclosure. The Committee focused on several critical areas: 

1 Integration of Audit Engagements and Oversight: A high-level review was conducted to evaluate how 
audit engagements, Board Committees’ oversight activities, and in-depth analyses are linked to the 
Group’s key risks. This review confirmed that principal risk topics are appropriately considered and 
escalated. The Committee has also recommended additional audit and review activities in targeted 
areas to enhance risk coverage further. 
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2 First Line of Defence Review: The Committee reviewed actions and activities undertaken by process 
owners responsible for designing, implementing, operating and monitoring key financial controls. 

3 Cyber Security and IT Projects: Alongside the Monthly Board Report, the Committee also receives at 
each meeting, a regular update on cyber security and key IT projects. There were no significant cyber 
incidents reported in the year. The Committee noted the continued effectiveness of the Managed 
Detect and Respond (“MMDDRR”) service introduced in 2024 and the ongoing investment in staff awareness 
training and prevention measures. 

4 Second Line of Defence Activities: Activities in the areas of Risk Management and Compliance were 
examined, further details of which are provided on page 65-67. 

5 Internal Audit Function Assessment: An evaluation of the Internal Audit Function’s effectiveness was 
performed, confirming its independence and risk-based approach. This included an assessment of the 
Internal Audit's involvement in the follow-up process, coordination with the first and second lines of 
defence, and interactions with senior management and the Audit & Risk Committee. 

6 Management Response to High-Risk Findings: The Committee reviewed high-risk rated findings 
reported by Internal Audit, assessing the level of management’s attention to and progress in 
remediating these issues. 

7 Fraud Instances: The Committee reviewed the Company’s fraud risk assessment and monitoring 
processes, and considered whether any instances of fraud had been identified or reported during the 
year. No fraud incidents or instances were brought to the Committee’s attention during the year. 

The Committee was satisfied that the risk management and internal controls systems operate effectively in all 
material respects with no significant weaknesses identified and others remediated appropriately. The Board of 
Directors approved the effectiveness of internal controls systems and the risk management system for the 
reporting period on 25 November 2025 and 18 March 2026 respectively, following the Committee’s 
recommendation. 

IInntteerrnnaall  AAuuddiitt  

The primary objective of the Internal Audit Function is to provide independent and objective assurance on risks 
and controls to the Board, the Audit & Risk Committee and senior management. Additionally, it assists the Board 
in meeting its corporate governance responsibilities. 

The Internal Audit Function plays a central role in the Group’s risk management and internal control system by 
objectively and independently evaluating controls, governance, and risk management processes. Under the 
coordination of the Head of Internal Audit, in collaboration with PricewaterhouseCoopers Business Solutions 
S.A. (“PPwwCC”), the function is responsible for facilitating relevant assurance and advisory engagements. This 
includes proposing the involvement of external providers (subject matter experts) for specific audit activities 
and presenting a risk-based annual audit plan to the Audit & Risk Committee for approval.  

The Head of Internal Audit is responsible for prioritising and co-ordinating internal audit projects, facilitating 
the communication between the Internal Audit Function, the Audit & Risk Committee, senior management and 
process owners. Furthermore, the Head of Internal Audit comments on controls design and operating 
efficiency, and escalates relevant issues when necessary. The Internal Audit Function also undertakes 
engagements on an ad-hoc basis at the request of senior management and the Audit & Risk Committee. In 2025 
there was one such ad-hoc engagement internally conducted, examining certain aspects of our offshore 
operations in Israel. 

PwC serves as the Group’s internal audit partner and, in 2025, the following activities were jointly undertaken 
with the Energean Internal Audit Function: 

• Execution of internal audit engagements; 
• Periodic follow-up activities to assess the implementation of agreed-upon management actions; 
• Preparation of the risk-based annual Internal Audit Plan; and 
• Commentary on issues related to internal audit methodology, quality assessment of the Internal Audit 

Function, and design and planning aspects of internal engagements. 
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During the year, an independent external quality assessment of our Group Internal Audit Function was 
conducted by Deloitte, in line with Global Internal Audit Standards and best practices. The assessment 
concluded that the function generally conforms with the Global IA Standards, which is the top rating available. 
This outcome demonstrates that our Group Internal Audit operates with integrity, objectivity and due 
professional care and in alliance with globally recognised best practices, and thus effectively supports the 
Board and Senior Management in maintaining, evaluating and improving the effectiveness of the 
Organisation’s governance, risk management and control processes. 

The Committee reviewed and challenged the Internal Audit Plan to ensure a focused and deliverable 
programme aligned to key risks, considered the results of an external quality assessment of the Internal Audit 
Function and approved updates to the Internal Audit Charter, Strategy and Manual aligned to the new Global 
Internal Audit Standards. Furthermore, the Committee monitored progress in reducing the number of long-
open internal audit actions and strengthened the approach to ownership, closure and risk acceptance where 
appropriate, to support effective remediation and accountability. 

The Audit & Risk Committee’s members regularly meet with members of the Internal Audit Function to approve 
areas to be assessed through internal audits, deep dives or Risk Pilot sessions throughout the year. 

Deep dives involve direct meetings between the Audit & Risk Committee and the process owner(s) to discuss key 
risks, business needs and critical gaps in the examined area. On the other hand Risk Pilots are structured risk 
analysis exercises which, inter alia, aim to break down key risks and gather insights into key controls in place 
and corresponding testing and assurance activities. This is done based on the feedback received by the Process 
Owners, through relevant discussions, workshops and corresponding narrative documents. Risk Pilot sessions 
are considered a key element of the Organisation’s New Provision 29 Framework. 

The deep dive and Risk Pilot sessions conducted throughout the year on the following topics proved to be an 
effective means of making progress and resolving matters efficiently: 

• JV and non-operated asset management practices for our Italian Operations  
• IT & Cyber security  
• Katlan development project  
• Egypt concession merger and receivables management. 

The Committee also held several discussions regarding readiness for the New Provision 29. During 2025, the 
following actions were undertaken: 

• Preparation of the relevant framework, including the overall approach, assignment of responsibilities 
and development of timelines. 

• Development of the Key Controls Repository, which was validated through a dedicated Board survey. 
• Coordination of two Risk-Pilot sessions to strengthen the evidence base and enhance control-testing 

discipline in line with the requirements of the New Provision 29. 

The Audit & Risk Committee is responsible for reviewing and approving the role and mandate of the Internal 
Audit Function, as reflected in the Internal Audit Charter. This includes approving annual internal audit plan, 
reviewing it for any revisions and monitoring the budget and effectiveness of the Internal Audit Function. Each 
internal audit report is delivered to the Audit & Risk Committee, and the status of follow-up action points is 
reviewed against agreed deadlines. 

In its annual assessment of the effectiveness of the Internal Audit Function, the Audit & Risk Committee:  

• Met with the Head of the Internal Audit without management present to discuss the function’s 
effectiveness. 

• In cooperation with the Head of Internal Audit, examined the sufficiency of internal audit resources and 
the involvement of subject matter experts in specific audit engagements. 

• Reviewed and re-assessed the annual Internal Audit Plan. 
• Monitored and assessed the role and effectiveness of the Internal Audit Function in the overall context of 

the Group’s risk management policy. 
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Energean 2025 ARA, p. 107, 109

Example 1

Source: 2025 Energean ARA
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The Committee was satisfied that the audit plan was effectively executed, focusing appropriately on identified 
key risk areas and challenging management’s assumptions, particularly in areas of significant accounting 
estimates. It concluded that EY maintains its independence and objectivity, operates at a high standard, and 
has recommended to the Board that EY be re-appointed as the External Auditor at this year’s AGM for the 
financial year ending 31 December 2026. 

NNoonn--aauuddiitt  sseerrvviicceess  

In order to safeguard the External Auditor’s independence and objectivity, the Group has in place a policy 
setting out the circumstances in which the External Auditor may be engaged to provide services other than 
those covered by the Group audit. The policy complies with the FRC’s Revised Ethical Standard for auditors, 
published in January 2024 (effective December 2024), and is designed to ensure that any permissible non-audit 
services do not compromise auditor independence and objectivity.  

The policy sets out those types of services that are strictly prohibited and those that are allowable in principle 
(permissible services). Any service types are considered by the Audit & Risk Committee Chair on a case-by-case 
basis. This is reported by management to the Audit & Risk Committee who consider the services provided as 
part of concluding on the auditor’s independence. 

The types of non-audit services provided by the auditor during 2025 were as follows: 

• Climate change and sustainability assurance services provided by EY Greece. 
• Comfort letter in connection with the bond offering. 
• Agreed-upon procedures provided by EY Greece for a Greek Government loan. 
• Agreed-upon procedures in connection with a proposed capital reduction. 
• Tax and levy return certification services in Greece and Israel. 
• Interim review of consolidated financial statements for six months ended 30 June 2025. 
• Subscription to EY Atlas CE. 

In all these cases, safeguards were adopted and reasons given as to why these safeguards were considered to 
be effective. The Committee was satisfied that the independence of the External Auditor was not affected by 
the performance of any of these services. The non-audit services provided were required by law and/or are 
typically performed by the auditor. Furthermore, in each case there were business justifications for using the 
External Auditor for non-audit services. The Chair of the Audit & Risk Committee agreed with each justification 
before the service was carried out. 

Further details on non-audit services are outlined in note 7 to the consolidated financial statements on pages 
200-201. 

AAuuddiitt  CCoommmmiitttteeeess  aanndd  tthhee  EExxtteerrnnaall  AAuuddiitt::  MMiinniimmuumm  SSttaannddaarrdd  

This Audit & Risk Committee Report details the Committee’s adherence to each provision of the Minimum 
Standard over the past year, specifically within the “External Auditor” section of this report. An explanation of 
the Group’s material accounting policies can be found on pages 171-188. 

Throughout the year, there were no requests from shareholders for specific matters to be addressed in the 
audit, nor were there any regulatory inspections concerning the quality of the Group’s audit. 

IInntteerrnnaall  ccoonnttrroollss  aanndd  rriisskk  mmaannaaggeemmeenntt  oovveerrvviieeww  

The Audit & Risk Committee is responsible for the oversight of the Group’s system of internal controls, including 
the risk management framework and the work of the Internal Audit Function. Details of the main features of 
the risk management framework, including an overview of the relevant governance structures in place, how the 
Company assesses risks, how it manages or mitigates them, and how the information is shared and 
communicated throughout the organisation, are provided within the risk management section on pages 65-79. 

At a Group level, a consolidated risk register, risk dashboard and report by the Head of Compliance who is 
responsible for the Company’s ERM are reviewed and biannually debated by the Audit & Risk Committee, with 
formal updates provided to the Board to ensure that they are satisfied with the overall risk profile, risk 
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accountabilities and mitigating actions. The dashboard provides a view of the Company’s risk profile, key risks 
and management actions, together with its movement on an inherent basis against last reporting period. 

In 2025, the Board has carried out an assessment of the Company’s principal and emerging risks, considering 
the nature and extent of the principal risks that the Group is willing to take to achieve its strategic objectives (its 
“risk appetite”) and of the Company’s risk management activities and processes. This assessment reflected the 
changed composition of the Group following the termination of the Strategic Sale and the re-integration of the 
Egypt, Italy and Croatia portfolio, including the re-emergence of certain risks, notably receivables risk in Egypt 
and risks associated with non-operated assets and joint ventures. 

The Board of Directors reviewed the effectiveness of the risk management system during the reporting period 
and subsequently approved its effectiveness on 18 March 2026. 

The Group’s principal risks and uncertainties, which provide a framework for the Audit & Risk Committee’s 
focus, alongside what procedures are in place to identify emerging risks, and an explanation of how these are 
being managed or mitigated, are discussed on pages 69-79. 

PPrreeppaarraattiioonn  ffoorr  tthhee  rreevviisseedd  PPrroovviissiioonn  2299  ooff  tthhee  22002244  UUKK  CCoorrppoorraattee  GGoovveerrnnaannccee  CCooddee    

A major area of focus in 2025 was the Committee’s preparation for the enhanced requirements of the New 
Provision 29, which takes effect for financial years beginning on or after 1 January 2026. Under the New 
Provision 29, the Board will be required to provide a formal declaration on the effectiveness of the Company’s 
material controls, covering financial, operational, reporting and compliance controls. 

Building on the preparatory work commenced in 2024, the Committee oversaw the following activities during 
2025: 

• The focus group led by the Head of Compliance and the Head of Internal Audit continued and expanded 
its work, conducting walkthroughs of core business processes  across selected areas of the business, as 
well as ensuring that appropriate training and awareness is provided at the Board and senior 
management level. 

• The Committee endorsed management’s framework for identifying and defining “material controls” in 
alignment with the Group’s principal risks, considering guidance from the FRC and best practices. 

• Risk Pilot sessions were conducted with the objectives of: breaking down the Organisation’s key risks into 
their underlying causes/sub-risks, identifying relevant Key Risk Indicators (“KKRRIIss”), defining the controls 
in place, determining the periodic testing and assurance activities employed to monitor and validate 
control effectiveness, obtaining feedback regarding third party assurance and reviewing activities that 
enhance risk coverage. 

The Committee oversaw the conduct of two Risk Pilots covering project delay risk and cyber risk, and agreed 
that further pilots would be progressed during 2026 in areas including liquidity risk, and legal and regulatory 
risk. 

The Committee also supported continued use of a structured verification process for controls-related 
statements in the Annual Report to ensure that key claims are supported by evidence and a clear audit trail 
exists for external scrutiny. 

The Committee is satisfied that the Group is well advanced in its preparations and is on track to comply with the 
enhanced New Provision 29 requirements for the financial year beginning 1 January 2026. 

AAsssseessssmmeenntt  ooff  iinntteerrnnaall  ccoonnttrroollss  eeffffeeccttiivveenneessss  

Throughout the year, the Audit & Risk Committee assessed the Group's internal controls to determine if any 
significant failings or weaknesses required disclosure. The Committee focused on several critical areas: 

1 Integration of Audit Engagements and Oversight: A high-level review was conducted to evaluate how 
audit engagements, Board Committees’ oversight activities, and in-depth analyses are linked to the 
Group’s key risks. This review confirmed that principal risk topics are appropriately considered and 
escalated. The Committee has also recommended additional audit and review activities in targeted 
areas to enhance risk coverage further. 
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2 First Line of Defence Review: The Committee reviewed actions and activities undertaken by process 
owners responsible for designing, implementing, operating and monitoring key financial controls. 

3 Cyber Security and IT Projects: Alongside the Monthly Board Report, the Committee also receives at 
each meeting, a regular update on cyber security and key IT projects. There were no significant cyber 
incidents reported in the year. The Committee noted the continued effectiveness of the Managed 
Detect and Respond (“MMDDRR”) service introduced in 2024 and the ongoing investment in staff awareness 
training and prevention measures. 

4 Second Line of Defence Activities: Activities in the areas of Risk Management and Compliance were 
examined, further details of which are provided on page 65-67. 

5 Internal Audit Function Assessment: An evaluation of the Internal Audit Function’s effectiveness was 
performed, confirming its independence and risk-based approach. This included an assessment of the 
Internal Audit's involvement in the follow-up process, coordination with the first and second lines of 
defence, and interactions with senior management and the Audit & Risk Committee. 

6 Management Response to High-Risk Findings: The Committee reviewed high-risk rated findings 
reported by Internal Audit, assessing the level of management’s attention to and progress in 
remediating these issues. 

7 Fraud Instances: The Committee reviewed the Company’s fraud risk assessment and monitoring 
processes, and considered whether any instances of fraud had been identified or reported during the 
year. No fraud incidents or instances were brought to the Committee’s attention during the year. 

The Committee was satisfied that the risk management and internal controls systems operate effectively in all 
material respects with no significant weaknesses identified and others remediated appropriately. The Board of 
Directors approved the effectiveness of internal controls systems and the risk management system for the 
reporting period on 25 November 2025 and 18 March 2026 respectively, following the Committee’s 
recommendation. 

IInntteerrnnaall  AAuuddiitt  

The primary objective of the Internal Audit Function is to provide independent and objective assurance on risks 
and controls to the Board, the Audit & Risk Committee and senior management. Additionally, it assists the Board 
in meeting its corporate governance responsibilities. 

The Internal Audit Function plays a central role in the Group’s risk management and internal control system by 
objectively and independently evaluating controls, governance, and risk management processes. Under the 
coordination of the Head of Internal Audit, in collaboration with PricewaterhouseCoopers Business Solutions 
S.A. (“PPwwCC”), the function is responsible for facilitating relevant assurance and advisory engagements. This 
includes proposing the involvement of external providers (subject matter experts) for specific audit activities 
and presenting a risk-based annual audit plan to the Audit & Risk Committee for approval.  

The Head of Internal Audit is responsible for prioritising and co-ordinating internal audit projects, facilitating 
the communication between the Internal Audit Function, the Audit & Risk Committee, senior management and 
process owners. Furthermore, the Head of Internal Audit comments on controls design and operating 
efficiency, and escalates relevant issues when necessary. The Internal Audit Function also undertakes 
engagements on an ad-hoc basis at the request of senior management and the Audit & Risk Committee. In 2025 
there was one such ad-hoc engagement internally conducted, examining certain aspects of our offshore 
operations in Israel. 

PwC serves as the Group’s internal audit partner and, in 2025, the following activities were jointly undertaken 
with the Energean Internal Audit Function: 

• Execution of internal audit engagements; 
• Periodic follow-up activities to assess the implementation of agreed-upon management actions; 
• Preparation of the risk-based annual Internal Audit Plan; and 
• Commentary on issues related to internal audit methodology, quality assessment of the Internal Audit 

Function, and design and planning aspects of internal engagements. 
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During the year, an independent external quality assessment of our Group Internal Audit Function was 
conducted by Deloitte, in line with Global Internal Audit Standards and best practices. The assessment 
concluded that the function generally conforms with the Global IA Standards, which is the top rating available. 
This outcome demonstrates that our Group Internal Audit operates with integrity, objectivity and due 
professional care and in alliance with globally recognised best practices, and thus effectively supports the 
Board and Senior Management in maintaining, evaluating and improving the effectiveness of the 
Organisation’s governance, risk management and control processes. 

The Committee reviewed and challenged the Internal Audit Plan to ensure a focused and deliverable 
programme aligned to key risks, considered the results of an external quality assessment of the Internal Audit 
Function and approved updates to the Internal Audit Charter, Strategy and Manual aligned to the new Global 
Internal Audit Standards. Furthermore, the Committee monitored progress in reducing the number of long-
open internal audit actions and strengthened the approach to ownership, closure and risk acceptance where 
appropriate, to support effective remediation and accountability. 

The Audit & Risk Committee’s members regularly meet with members of the Internal Audit Function to approve 
areas to be assessed through internal audits, deep dives or Risk Pilot sessions throughout the year. 

Deep dives involve direct meetings between the Audit & Risk Committee and the process owner(s) to discuss key 
risks, business needs and critical gaps in the examined area. On the other hand Risk Pilots are structured risk 
analysis exercises which, inter alia, aim to break down key risks and gather insights into key controls in place 
and corresponding testing and assurance activities. This is done based on the feedback received by the Process 
Owners, through relevant discussions, workshops and corresponding narrative documents. Risk Pilot sessions 
are considered a key element of the Organisation’s New Provision 29 Framework. 

The deep dive and Risk Pilot sessions conducted throughout the year on the following topics proved to be an 
effective means of making progress and resolving matters efficiently: 

• JV and non-operated asset management practices for our Italian Operations  
• IT & Cyber security  
• Katlan development project  
• Egypt concession merger and receivables management. 

The Committee also held several discussions regarding readiness for the New Provision 29. During 2025, the 
following actions were undertaken: 

• Preparation of the relevant framework, including the overall approach, assignment of responsibilities 
and development of timelines. 

• Development of the Key Controls Repository, which was validated through a dedicated Board survey. 
• Coordination of two Risk-Pilot sessions to strengthen the evidence base and enhance control-testing 

discipline in line with the requirements of the New Provision 29. 

The Audit & Risk Committee is responsible for reviewing and approving the role and mandate of the Internal 
Audit Function, as reflected in the Internal Audit Charter. This includes approving annual internal audit plan, 
reviewing it for any revisions and monitoring the budget and effectiveness of the Internal Audit Function. Each 
internal audit report is delivered to the Audit & Risk Committee, and the status of follow-up action points is 
reviewed against agreed deadlines. 

In its annual assessment of the effectiveness of the Internal Audit Function, the Audit & Risk Committee:  

• Met with the Head of the Internal Audit without management present to discuss the function’s 
effectiveness. 

• In cooperation with the Head of Internal Audit, examined the sufficiency of internal audit resources and 
the involvement of subject matter experts in specific audit engagements. 

• Reviewed and re-assessed the annual Internal Audit Plan. 
• Monitored and assessed the role and effectiveness of the Internal Audit Function in the overall context of 

the Group’s risk management policy. 
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Example 2

Audit Committee Report continued

Outcome
The Committee reviewed and approved the Group’s principal 
risks and monitored progress on improvement initiatives, 
including enhanced internal control frameworks, 
procurement processes and IT general controls, and oversaw 
the implementation of a rationalised and streamlined key 
controls universe and financial controls testing methodology.

The Committee approved the updated Fraud Control Plan 
and associated framework updates, addressing the “failure to 
prevent fraud” offence under ECCTA.

The Committee approved the risk review process and 
recommended approval of the Principal Risks Statement to 
the Board.

Effectiveness of the risk and internal controls systems 
In considering the effectiveness of the Group’s risk 
management and internal control systems, the Committee 
reviewed a range of management and Internal Audit reports, 
together with other assurance and monitoring activities. The 
Committee challenged management on identified control 
deficiencies, particularly those that were thematic and where 
additional maturity was required. The Risk team provided an 
update that informed the Committee’s annual assessment.

Outcome
The Committee concluded that, overall, the Group’s systems 
of risk management and internal control operated effectively 
during the year.

Preparations are well underway to ensure compliance with the 
requirements of Provision 29 of the Code, which applies to 
financial years beginning on or after 1 January 2026, with 
Ocado requiring this to be in place for the year ending 
28 November 2027.

Our approach
During FY25, significant progress has been made in preparing 
for compliance with Provision 29. The Committee and the Risk 
Committee have received regular updates on the timeline to 
compliance, reviewed an initial assessment of material controls 
and assurance map (an overview of where material control 
assurance will be sourced from) and discussed how to strengthen 
the current control environment and the associated resource 
requirements. In FY26, the Committees will continue to review 
the assurance activities ahead of a “dry run” later in the year.

Governance frameworks continue to be refined, and existing 
governance and committees will be refreshed to ensure they 
are reviewing material controls and strengthening any gaps, to 
make sure that the Board has the requisite level of confidence 
in time to make its annual declaration on the effectiveness of 
the material controls. 

Identifying our material controls 
Materiality has been informed by FRC guidance and the 
Company’s principal risks and risk appetite (see pages 
84-94 for further information on our risk appetite framework 
and governance process). The defined material controls are 
linked to the principal risks and additionally cover financial, 
IT general controls and non-financial reporting. 

A number of controls were already monitored by the Audit 
Committee (financial and IT general controls) and, during 
the year, the Committee received updates on the progress 
made by management to remediate and improve the 
controls.

Assurance
Current assurance activities across first, second, third and 
fourth lines (see page 84) have been mapped against the 
material controls. An assessment of the strength of current 
assurance activities and any potential gaps is ongoing and will 
continue into FY26.
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Audit Committee Report continued

Outcome
The Committee reviewed and approved the Group’s principal 
risks and monitored progress on improvement initiatives, 
including enhanced internal control frameworks, 
procurement processes and IT general controls, and oversaw 
the implementation of a rationalised and streamlined key 
controls universe and financial controls testing methodology.

The Committee approved the updated Fraud Control Plan 
and associated framework updates, addressing the “failure to 
prevent fraud” offence under ECCTA.

The Committee approved the risk review process and 
recommended approval of the Principal Risks Statement to 
the Board.

Effectiveness of the risk and internal controls systems 
In considering the effectiveness of the Group’s risk 
management and internal control systems, the Committee 
reviewed a range of management and Internal Audit reports, 
together with other assurance and monitoring activities. The 
Committee challenged management on identified control 
deficiencies, particularly those that were thematic and where 
additional maturity was required. The Risk team provided an 
update that informed the Committee’s annual assessment.

Outcome
The Committee concluded that, overall, the Group’s systems 
of risk management and internal control operated effectively 
during the year.

Preparations are well underway to ensure compliance with the 
requirements of Provision 29 of the Code, which applies to 
financial years beginning on or after 1 January 2026, with 
Ocado requiring this to be in place for the year ending 
28 November 2027.

Our approach
During FY25, significant progress has been made in preparing 
for compliance with Provision 29. The Committee and the Risk 
Committee have received regular updates on the timeline to 
compliance, reviewed an initial assessment of material controls 
and assurance map (an overview of where material control 
assurance will be sourced from) and discussed how to strengthen 
the current control environment and the associated resource 
requirements. In FY26, the Committees will continue to review 
the assurance activities ahead of a “dry run” later in the year.

Governance frameworks continue to be refined, and existing 
governance and committees will be refreshed to ensure they 
are reviewing material controls and strengthening any gaps, to 
make sure that the Board has the requisite level of confidence 
in time to make its annual declaration on the effectiveness of 
the material controls. 

Identifying our material controls 
Materiality has been informed by FRC guidance and the 
Company’s principal risks and risk appetite (see pages 
84-94 for further information on our risk appetite framework 
and governance process). The defined material controls are 
linked to the principal risks and additionally cover financial, 
IT general controls and non-financial reporting. 

A number of controls were already monitored by the Audit 
Committee (financial and IT general controls) and, during 
the year, the Committee received updates on the progress 
made by management to remediate and improve the 
controls.

Assurance
Current assurance activities across first, second, third and 
fourth lines (see page 84) have been mapped against the 
material controls. An assessment of the strength of current 
assurance activities and any potential gaps is ongoing and will 
continue into FY26.
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identifying improvement actions to strengthen the use of data 
analytics, project delivery, and the clarity and structure of 
reporting. These actions will be taken forward into FY26 and 
monitored by the Committee.

Outcome: Following discussion, the Committee concluded 
the Internal Audit function was an effective provider of 
assurance over risk. The Audit Committee Chair and the CFO 
addressed key actions with the Director of Internal Audit to 
take forward into FY26.

Key activities of the Committee during FY25: 
• Reviewed the FY25 Internal Audit Plan.
• Monitored progress of audit work, including updates on 

general IT controls, NIS2 risk gap analysis, regulatory 
governance, and the procurement transformation programme.

• Monitored progress on addressing priority actions resulting 
from the Internal Audit effectiveness review.

• Met with the Director of Internal Audit privately and engaged 
with key management to discuss specific audit findings, 
including in relation to financial discipline and investment 
governance, fire prevention and mitigation, gaps in the 
broader organisational framework for intellectual property 
protection and weaknesses in controls for capitalising 
development costs.

• Evaluated Internal Audit’s post-audit feedback, status of 
management actions and reporting methodologies.

Outcome
The Committee approved the FY25 Internal Audit Plan, 
ensuring alignment with principal risks and strategic 
priorities. The Committee requested more information in 
relation to specific Internal Audit reports and discussed 
outcomes with management.

The Committee was satisfied that management had 
addressed, or was actively addressing, outstanding concerns 
raised by Internal Audit.

Risk management and internal controls 
The Committee, under its delegated responsibility from the 
Board, assessed the effectiveness of the Group’s systems of 
risk management and internal control. It received regular 
updates on key areas, including financial controls, controls 
related to the principal risks, fraud risk, cybersecurity, general 
IT controls and the compliance framework and controls. The 
Committee oversaw delivery of the plan to strengthen the risk 
and internal control framework in readiness for the new 
internal controls disclosures.

Key activities of the Committee during FY25:
• Received updates on core emerging regulations and the 

evolving risk landscape, including tariffs, non-financial 
reporting and sector-specific digital and data requirements, 
and ensured that priorities, ownership and delivery plans 
were clearly defined and agreed.

• Received regular updates on the timeline to compliance with 
Provision 29 of the Code, including control assurance and 
effectiveness summaries, and oversaw the programme to 
strengthen documentation, testing and reporting to support 
the Board’s future declaration.

• Reviewed and approved the updated Fraud Control Plan and 
wider fraud prevention compliance framework updates, 
developed in light of the new “failure to prevent fraud” 
offence introduced under the ECCTA. It received assurance 
mapping against ECCTA guidance and monitored progress 
on completed and outstanding actions.

• Carried out a robust assessment of the Group’s principal and 
emerging risks, including those that could threaten its future 
performance, business model, solvency or liquidity, and 
reviewed the Group’s approach to risk monitoring.

• Discussed the Cybersecurity & data risk appetite, exploring 
risk appetite levels across multiple cyber domains. This 
remains an area of continued discussion.

• In relation to financial risks, reviewed reports from 
management on the financial control environment, 
specifically noting progress on remediating deficiencies 
raised in the FY24 external audit management letter. The 
Committee discussed the results of the FY25 testing 
programme and the implementation of new processes to 
strengthen the control environment, such as standardised 
action planning. The approach was enhanced to support a 
controls-based audit, with a risk-based plan defined for the 
year ahead to include material controls testing in preparation 
for the Code.

• Reviewed management’s approach to identifying and 
managing risks, discussed with management its programme 
of work to strengthen the maturity of the Group’s risk 
management and internal control framework, and 
recommended enhancements.
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Risk management governance
Risk management delivery is governed by a structured set of 
governance forums:

• The Board is responsible for the review and approval of the 
risk management framework and the Group’s strategic and 
emerging risks. Our risk management is aligned to our 
strategy, and each principal risk and uncertainty is 
considered in the context of how it relates to the 
achievement of the Group’s strategic objectives. Annually, 
the Board conducts a robust assessment of principal and 
emerging risks, and reviews the associated risk appetite.

• The Audit Committee, delegated by the Board, is 
responsible for the review of the effectiveness of risk 
management, the system of internal control, the monitoring 
of the quality of the Financial Statements and consideration 
of any findings reported by the auditor.

• The Risk Committee reviews principal and emerging risks, 
and monitors the effectiveness of risk management across 
the Group. It is chaired by the Group General Counsel. 
Attendees include other members of senior management 
and the Chair of the Audit Committee, and it is run by the 
Risk team. The Committee reviews a full risk report twice a 
year and this is, in turn, discussed by the Audit Committee 
and the Board.

• This is underpinned by specialist risk committees and 
second-line teams covering risk areas such as Information 
Security, Safety, Sustainability and Data Privacy. In addition, 
the Treasury Committee manages Ocado Group’s cash and 
deposits, investments, hedging of foreign exchange, 
commodity prices and interest rates, so as to ensure liquidity 
and minimise financial risk.

Internal Audit supports the Audit Committee and Risk 
Committee in reviewing the effectiveness of the risk 
management framework and the management of individual 
risks driven by a risk-based audit plan.

We have an ERM Policy which covers the management of risks, 
encompassing sustainability matters. This has the purpose of 
protecting and enhancing enterprise value. The Company has 
a number of other policies that cover specific sustainability 
topics.

  You can find further detail on these policies on page 98

Strengthening our framework
The key features of the Group’s risk management and internal 
control systems that underpin the accuracy and reliability of 
financial reporting include:

• a four lines of assurance model and an organisational 
structure with clearly defined lines of accountability and 
delegation of authority;

• the Group’s Code of Conduct and a framework of policies 
and procedures, which cover key areas, financial planning 
and reporting;

• a capital expenditure approval policy and governance, which 
controls Ocado’s capital expenditure;

• a Risk Committee, a Risk team and a Financial Controls team, 
which help monitor Ocado’s risks and controls;

• an Information Security Committee and an Information 
Security team, which monitors Ocado’s information security 
risks and mitigations;

• a Personal Data Committee and Data Protection team, which 
supports data privacy governance; and

• an Internal Audit function, which provides independent 
assurance on key risks, controls and programmes.

We reported in 2024 that a cross-functional team had been 
established to prepare for the upcoming changes to the UK 
Corporate Governance Code. Since then, the team has made 
strong progress in developing the structures and visibility 
needed to meet the new expectations under Provision 29. 
Regular updates have been provided to the Risk and Audit 
Committees, which have overseen the continued 
strengthening of governance frameworks and alignment of 
committee responsibilities to ensure material controls are 
appropriately reviewed. 

  Further information on our approach and timeline  
to compliance is set out in the Audit Committee Report 
on pages 127-129.

Outcome: The Risk Committee supported the Board through 
its Risk and Internal Control Effectiveness Review. This 
involved a detailed assessment of the Group’s principal and 
key risks and the effectiveness of related internal controls, 
providing assurance over the robustness of the Group’s risk 
management framework. The Committee also reviewed and 
approved updates to the ERM Policy, reinforcing a mindset of 
continual improvement, and approved enhancements to risk 
assessment methodologies to support clearer, decision-
useful risk evaluation.
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Audit Committee Report continued

Outcome
The Committee reviewed and approved the Group’s principal 
risks and monitored progress on improvement initiatives, 
including enhanced internal control frameworks, 
procurement processes and IT general controls, and oversaw 
the implementation of a rationalised and streamlined key 
controls universe and financial controls testing methodology.

The Committee approved the updated Fraud Control Plan 
and associated framework updates, addressing the “failure to 
prevent fraud” offence under ECCTA.

The Committee approved the risk review process and 
recommended approval of the Principal Risks Statement to 
the Board.

Effectiveness of the risk and internal controls systems 
In considering the effectiveness of the Group’s risk 
management and internal control systems, the Committee 
reviewed a range of management and Internal Audit reports, 
together with other assurance and monitoring activities. The 
Committee challenged management on identified control 
deficiencies, particularly those that were thematic and where 
additional maturity was required. The Risk team provided an 
update that informed the Committee’s annual assessment.

Outcome
The Committee concluded that, overall, the Group’s systems 
of risk management and internal control operated effectively 
during the year.

Preparations are well underway to ensure compliance with the 
requirements of Provision 29 of the Code, which applies to 
financial years beginning on or after 1 January 2026, with 
Ocado requiring this to be in place for the year ending 
28 November 2027.

Our approach
During FY25, significant progress has been made in preparing 
for compliance with Provision 29. The Committee and the Risk 
Committee have received regular updates on the timeline to 
compliance, reviewed an initial assessment of material controls 
and assurance map (an overview of where material control 
assurance will be sourced from) and discussed how to strengthen 
the current control environment and the associated resource 
requirements. In FY26, the Committees will continue to review 
the assurance activities ahead of a “dry run” later in the year.

Governance frameworks continue to be refined, and existing 
governance and committees will be refreshed to ensure they 
are reviewing material controls and strengthening any gaps, to 
make sure that the Board has the requisite level of confidence 
in time to make its annual declaration on the effectiveness of 
the material controls. 

Identifying our material controls 
Materiality has been informed by FRC guidance and the 
Company’s principal risks and risk appetite (see pages 
84-94 for further information on our risk appetite framework 
and governance process). The defined material controls are 
linked to the principal risks and additionally cover financial, 
IT general controls and non-financial reporting. 

A number of controls were already monitored by the Audit 
Committee (financial and IT general controls) and, during 
the year, the Committee received updates on the progress 
made by management to remediate and improve the 
controls.

Assurance
Current assurance activities across first, second, third and 
fourth lines (see page 84) have been mapped against the 
material controls. An assessment of the strength of current 
assurance activities and any potential gaps is ongoing and will 
continue into FY26.
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Key activities of the Committee during FY25:
• Ensured that the Committee Report describes how the 

Committee has met the requirements of the Minimum 
Standard throughout the year.

• Received a detailed report on the preparation, process and 
validation of the Annual Report and Accounts.

Outcome: The Committee was satisfied that the Annual 
Report and Accounts met the requirements of the Minimum 
Standard and that appropriate procedures were in place to 
support accurate and compliant reporting.

Tax and treasury matters 
Management updated the Committee on tax and treasury 
matters, including on refinancing activities and liquidity and 
cash management. The Committee reviewed the Treasury 
Policy and the Group’s Tax Strategy Statement, ensuring these 
align with regulatory requirements and the Group’s strategic 
objectives. Additionally, the Committee reviewed treasury 
controls and key tax risks to ensure robust governance and 
risk management processes are in place, noting enhanced 
control measures such as centralisation of banking operations 
by integrating all bank accounts into the Group’s treasury 
management system.

Outcome: The Committee recommended the Treasury Policy 
for approval to the Board and approved the Group’s Tax 
Strategy Statement for publication on our website, 
reinforcing the Group’s commitment to transparency and 
compliance.

External audit 
The Committee has primary responsibility for overseeing the 
relationship with the external auditor, including assessing its 
performance, effectiveness and independence, 
recommending to the Board its re-appointment or removal, 
and agreeing terms of engagement. The Committee has 
continued to focus on the oversight of the quality of the 
external audit, including the advancement of audit technology 
to deliver on the external auditor’s FY25 audit strategy. At each 
meeting, the Committee considered reports from the external 
auditor. The main interactions with Deloitte focused on the 
external audit strategy and plan, the audit and publication of 
the Group’s interim and year-end reports, and the external 
auditor’s approach to key areas of judgement. 

Tender and appointment 
Deloitte was appointed as the external auditor to the Company 
in 2016 for the financial year ended 3 December 2017 and has 
been re-appointed by shareholders each year since. David 

Key milestones to compliance
Date Milestone Progress

Jan 2024 FRC published the Code and 
supporting guidance.

  
Completed

FY25 Materials Controls Working Group 
created, principal risks reviewed 
and confirmed they remain 
appropriate, materiality definition 
agreed, material controls defined 
and initial assurance proposal 
reviewed by Risk Committee and 
Audit Committee.

  
Completed

Jan and 
Feb 2026

Effectiveness assessment of 
material controls undertaken as 
part of the year-end principal risk 
review and reported to the Risk 
and Audit Committees.

  
Completed

H1 2026 Governance Committees Terms of 
Reference and governance to be 
refreshed to ensure governance 
of principal risks and material 
controls is appropriate.

  
In progress

FY26 Control owners continue to 
monitor controls and control 
evidence. Risk and Audit 
Committees review the outcome 
of the ‘dry run’ and draft Board 
declaration.

  
Not started

FY27 Perform and monitor Code 
assurance activities, and work to 
close any control gaps. Embed 
controls reviews into business as 
usual.

  
Not started

Feb 2028 Annual Report & Accounts for 
FY27 to include the Board’s 
declaration on the effectiveness of 
the Company’s material controls.

  
Not started

Governance and compliance
Regular reports were received on governance, regulatory 
horizon scanning, compliance, including updates on data 
governance, global data privacy and our compliance 
framework, including whistleblowing, alongside an annual 
fraud update. 

129Ocado Group plc   Annual Report and Accounts 2025

Governance Financial Statements Additional InformationStrategic Report

identifying improvement actions to strengthen the use of data 
analytics, project delivery, and the clarity and structure of 
reporting. These actions will be taken forward into FY26 and 
monitored by the Committee.

Outcome: Following discussion, the Committee concluded 
the Internal Audit function was an effective provider of 
assurance over risk. The Audit Committee Chair and the CFO 
addressed key actions with the Director of Internal Audit to 
take forward into FY26.

Key activities of the Committee during FY25: 
• Reviewed the FY25 Internal Audit Plan.
• Monitored progress of audit work, including updates on 

general IT controls, NIS2 risk gap analysis, regulatory 
governance, and the procurement transformation programme.

• Monitored progress on addressing priority actions resulting 
from the Internal Audit effectiveness review.

• Met with the Director of Internal Audit privately and engaged 
with key management to discuss specific audit findings, 
including in relation to financial discipline and investment 
governance, fire prevention and mitigation, gaps in the 
broader organisational framework for intellectual property 
protection and weaknesses in controls for capitalising 
development costs.

• Evaluated Internal Audit’s post-audit feedback, status of 
management actions and reporting methodologies.

Outcome
The Committee approved the FY25 Internal Audit Plan, 
ensuring alignment with principal risks and strategic 
priorities. The Committee requested more information in 
relation to specific Internal Audit reports and discussed 
outcomes with management.

The Committee was satisfied that management had 
addressed, or was actively addressing, outstanding concerns 
raised by Internal Audit.

Risk management and internal controls 
The Committee, under its delegated responsibility from the 
Board, assessed the effectiveness of the Group’s systems of 
risk management and internal control. It received regular 
updates on key areas, including financial controls, controls 
related to the principal risks, fraud risk, cybersecurity, general 
IT controls and the compliance framework and controls. The 
Committee oversaw delivery of the plan to strengthen the risk 
and internal control framework in readiness for the new 
internal controls disclosures.

Key activities of the Committee during FY25:
• Received updates on core emerging regulations and the 

evolving risk landscape, including tariffs, non-financial 
reporting and sector-specific digital and data requirements, 
and ensured that priorities, ownership and delivery plans 
were clearly defined and agreed.

• Received regular updates on the timeline to compliance with 
Provision 29 of the Code, including control assurance and 
effectiveness summaries, and oversaw the programme to 
strengthen documentation, testing and reporting to support 
the Board’s future declaration.

• Reviewed and approved the updated Fraud Control Plan and 
wider fraud prevention compliance framework updates, 
developed in light of the new “failure to prevent fraud” 
offence introduced under the ECCTA. It received assurance 
mapping against ECCTA guidance and monitored progress 
on completed and outstanding actions.

• Carried out a robust assessment of the Group’s principal and 
emerging risks, including those that could threaten its future 
performance, business model, solvency or liquidity, and 
reviewed the Group’s approach to risk monitoring.

• Discussed the Cybersecurity & data risk appetite, exploring 
risk appetite levels across multiple cyber domains. This 
remains an area of continued discussion.

• In relation to financial risks, reviewed reports from 
management on the financial control environment, 
specifically noting progress on remediating deficiencies 
raised in the FY24 external audit management letter. The 
Committee discussed the results of the FY25 testing 
programme and the implementation of new processes to 
strengthen the control environment, such as standardised 
action planning. The approach was enhanced to support a 
controls-based audit, with a risk-based plan defined for the 
year ahead to include material controls testing in preparation 
for the Code.

• Reviewed management’s approach to identifying and 
managing risks, discussed with management its programme 
of work to strengthen the maturity of the Group’s risk 
management and internal control framework, and 
recommended enhancements.
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Example 3

AUDIT COMMITTEE REPORT continued

Preparation for compliance with 
Provision 29 of the 2024 Code 
The updated Provision 29, which applies to 
financial years beginning on or after 1 
January 2026, requires boards to make an 
annual declaration in the Annual Report as 
to the effectiveness of all material controls 
as at the balance sheet date. This covers 
controls relating to financial and non-
financial reporting, operational activities, 
and compliance. The declaration must also 
include a description of any material controls 
which have not operated effectively as at the 
balance sheet date, the action taken, or 
proposed, to improve them and any action 
taken to address previously reported issues. 

Throughout the year, the Committee 
continued to oversee management’s 
preparations to ensure readiness for 
compliance with Provision 29. This work, 
examples of which are set out below, has 
focused on clearly defining and identifying 
material controls, enhancing their design 
and operation, and embedding year-round 
monitoring to support robust, meaningful 
reporting.

Review of the Material Controls Risk and 
Control Matrix (‘RACM’)
The Committee oversaw a comprehensive 
review of the RACM to assess its alignment 
with the Group’s principal risks and 
associated reporting processes, drawing on 
internal audit testing and management 
attestations. The findings were presented to 
the Committee and resulted in amendments 
to two controls and the addition of one new 
control. The review also identified a small 
number of opportunities to further 
strengthen certain processes. Work with 
control owners commenced in 2025 to 
address these enhancements and perform 
dry-run testing of control effectiveness, 

supported by a focused review conducted 
by the internal audit team.

Adoption of a Material Controls Policy
The Committee considered and 
recommended to the Board for approval 
a new Material Controls Policy that: (i) sets 
out the methodology for identifying and 
managing material controls (criteria, linkage 
to principal risks and disclosures); (ii) aligns 
the Material Controls Policy with the existing 
Risk Management Policy; and (iii) integrates 
the Internal Controls Essentials programme 
and similar functional frameworks to avoid 
duplication and to standardise evidence 
expectations. 

Covering financial, operational, reporting 
and compliance domains, the Material 
Controls Policy also clarifies accountability 
among management, risk owners and the 
Committee for ongoing monitoring and the 
annual review of material controls.

Governance updates
To reflect the enhanced responsibilities 
introduced by Provision 29, the Committee’s 
terms of reference were updated in 2025 to 
explicitly reference material controls and 
the associated Board declaration. This 
update has strengthened the governance 
structure by clearly delegating authority 
to the Committee and expanding its remit 
in relation to risk management and internal 
controls.

The Committee is satisfied that the 
prepatory work undertaken during the 
year has further strengthened the Group’s 
control environment and enhanced the 
visibility and oversight of material controls. 
Based on the progress achieved to date, 
and the continued work planned for 2026, 
the Committee is confident that the Board 
will be well positioned to make the required 
declaration under Provision 29 when it 
becomes applicable.

CYBER: AI GOVERNANCE

As part of the Committee’s ongoing prioritisation of cyber and information security, it also 
oversaw Bunzl’s approach to AI during 2025. With the Committee’s support, the Group 
strengthened its AI governance through the adoption of updated policies, enhanced risk 
management measures, and reinforced oversight. The Company’s AI policy defines 
acceptable use and governs the use of company, supplier, and customer data within external 
Generative AI tools. In addition, a Data Security & AI Risk Approach was implemented across 
the Group to address key risks, including privacy, cyber security, regulatory compliance, and 
third party AI usage.

BUNZL’S CYBER SECURITY RISK MITIGATION FRAMEWORK 

Identify
Know what we have, what we do, 
and what’s important

• Asset Management
• Business Environment 
• Governance

• Risk Assessment 
• Risk Management

Protect
Stop the things we should and do 
the basics well

• Identity Management
• Awareness and Training 

• Data Security
• Information Protection

Detect
Quickly, simply, and efficiently 
find what needs to be stopped

• Anomalies and Events 
• Detection Processes 

• Security 
• Continuous Monitoring

Respond
Implement processes to deal with 
events in real time

• Analysis 
• Mitigation 
• Improvements 

• Communications
• Response Planning

Recover
Return to known good state and 
focus on continuous 
improvement

• Disaster Recovery
• Continuous 

Improvement

• Communications
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AUDIT COMMITTEE REPORT continued

Preparation for compliance with 
Provision 29 of the 2024 Code 
The updated Provision 29, which applies to 
financial years beginning on or after 1 
January 2026, requires boards to make an 
annual declaration in the Annual Report as 
to the effectiveness of all material controls 
as at the balance sheet date. This covers 
controls relating to financial and non-
financial reporting, operational activities, 
and compliance. The declaration must also 
include a description of any material controls 
which have not operated effectively as at the 
balance sheet date, the action taken, or 
proposed, to improve them and any action 
taken to address previously reported issues. 

Throughout the year, the Committee 
continued to oversee management’s 
preparations to ensure readiness for 
compliance with Provision 29. This work, 
examples of which are set out below, has 
focused on clearly defining and identifying 
material controls, enhancing their design 
and operation, and embedding year-round 
monitoring to support robust, meaningful 
reporting.

Review of the Material Controls Risk and 
Control Matrix (‘RACM’)
The Committee oversaw a comprehensive 
review of the RACM to assess its alignment 
with the Group’s principal risks and 
associated reporting processes, drawing on 
internal audit testing and management 
attestations. The findings were presented to 
the Committee and resulted in amendments 
to two controls and the addition of one new 
control. The review also identified a small 
number of opportunities to further 
strengthen certain processes. Work with 
control owners commenced in 2025 to 
address these enhancements and perform 
dry-run testing of control effectiveness, 

supported by a focused review conducted 
by the internal audit team.

Adoption of a Material Controls Policy
The Committee considered and 
recommended to the Board for approval 
a new Material Controls Policy that: (i) sets 
out the methodology for identifying and 
managing material controls (criteria, linkage 
to principal risks and disclosures); (ii) aligns 
the Material Controls Policy with the existing 
Risk Management Policy; and (iii) integrates 
the Internal Controls Essentials programme 
and similar functional frameworks to avoid 
duplication and to standardise evidence 
expectations. 

Covering financial, operational, reporting 
and compliance domains, the Material 
Controls Policy also clarifies accountability 
among management, risk owners and the 
Committee for ongoing monitoring and the 
annual review of material controls.

Governance updates
To reflect the enhanced responsibilities 
introduced by Provision 29, the Committee’s 
terms of reference were updated in 2025 to 
explicitly reference material controls and 
the associated Board declaration. This 
update has strengthened the governance 
structure by clearly delegating authority 
to the Committee and expanding its remit 
in relation to risk management and internal 
controls.

The Committee is satisfied that the 
prepatory work undertaken during the 
year has further strengthened the Group’s 
control environment and enhanced the 
visibility and oversight of material controls. 
Based on the progress achieved to date, 
and the continued work planned for 2026, 
the Committee is confident that the Board 
will be well positioned to make the required 
declaration under Provision 29 when it 
becomes applicable.

CYBER: AI GOVERNANCE

As part of the Committee’s ongoing prioritisation of cyber and information security, it also 
oversaw Bunzl’s approach to AI during 2025. With the Committee’s support, the Group 
strengthened its AI governance through the adoption of updated policies, enhanced risk 
management measures, and reinforced oversight. The Company’s AI policy defines 
acceptable use and governs the use of company, supplier, and customer data within external 
Generative AI tools. In addition, a Data Security & AI Risk Approach was implemented across 
the Group to address key risks, including privacy, cyber security, regulatory compliance, and 
third party AI usage.

BUNZL’S CYBER SECURITY RISK MITIGATION FRAMEWORK 

Identify
Know what we have, what we do, 
and what’s important

• Asset Management
• Business Environment 
• Governance

• Risk Assessment 
• Risk Management

Protect
Stop the things we should and do 
the basics well

• Identity Management
• Awareness and Training 

• Data Security
• Information Protection

Detect
Quickly, simply, and efficiently 
find what needs to be stopped

• Anomalies and Events 
• Detection Processes 

• Security 
• Continuous Monitoring

Respond
Implement processes to deal with 
events in real time

• Analysis 
• Mitigation 
• Improvements 

• Communications
• Response Planning

Recover
Return to known good state and 
focus on continuous 
improvement

• Disaster Recovery
• Continuous 

Improvement

• Communications
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Example 4

Worked closely with key  
stakeholders across the  

business to define our approach  
to Provision 29 and initiate 
our readiness programme.

Full implementation of the new requirements under 
Provision 29. The Board to carry out a review of the 
effectiveness of the Group’s risk management and 

internal control framework. Our first declaration on 
the effectiveness of our material controls will be 

included as part of the 2027 Annual Report. 

Identified the risks that the Board  
considers material to the business,  

derived from our principal risks. 

Code  
readiness
Provision 29 of the UK Corporate 
Governance Code 2024 introduces new 
requirements for Boards to describe how 
they monitor the effectiveness of their 
internal control and risk management 
framework, and to provide a declaration on 
the effectiveness of their material controls. 
To prepare for our first declaration in the 
2027 Annual Report, we initiated a 
three-year programme in 2024 to 
strengthen where required and align our 
processes across the business.
The timeline summarises the steps we have 
taken so far and the activities planned as we 
move towards full implementation.

Spotlight on:

FY 24/25

FY 26/27

1. 
Pr

ep
ar

at
io

n 
ph

as
e

2.
 R

ep
or

tin
g 

ph
as

e

FY 25/26

 – Identified the material controls which support 
the mitigation of the material risks in scope.
 – Developed expected standards for our material 
controls to ensure they are designed 
to operate effectively.
 – Assessed all material controls against our expected 
standard, identified any specific enhancements 
where required and worked with all relevant 
stakeholders to deliver these. 
 – Strengthened the governance environment by 
updating the terms of reference for key governance 
forums, ensuring each forum has the right mandate, 
decision-making authority and cadence to provide 
robust risk and control oversight.

 – Mapped existing assurance activities against the 
material controls, to ensure that the Board is 
comfortable with the level of assurance to support 
the future Board declaration.
 – Developed a robust end-to-end sign-off process with 
material control owners and simulated the roll up for 
the Board declaration process, further embedding 
alignment to the Code ahead of full implementation.
 – Regular updates provided to the Audit Committee 
and the Board to support effective oversight and 
feedback on the proposed approach.

Tesco PLC Annual Report and Financial Statements 2026
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Governance framework continued

Source: 2026 Tesco ARA

Internal financial controls
During the year, on behalf of the Board, the 
Committee conducted a review of the 
effectiveness of management’s internal financial 
controls framework. The Committee did this 
principally through updates provided to it by 
management, Group Controls and Compliance, 
Group Audit, and the external auditor. 
Management is responsible for identifying and 
managing financial risks, and for maintaining an 
effective internal financial controls framework 
that identifies financial risks, maps these to 
controls and gives assurance over the effective 
operation of its control activities.

Throughout the year, work continued to embed 
the Internal Controls over Financial Reporting 
(ICFR) programme as a business-as-usual activity, 
and the Committee received regular updates 
from the Group Financial Controller on the 
progress of the ICFR programme, including the 
progress made within TBS, IT General Controls 
and IT automated business process controls. 
Management operates a three lines of defence 
model, including financial controls testing by the 
Group Controls and Compliance team which is 
independent of the relevant control operators 
and use of the Group Audit function as a third 
line of defence. Such testing includes validation 

of IT general controls, IT automated controls 
as well as manual business process control 
activities, and entity level controls. 
The ICFR programme will support the Provision 
29 Code assurance statement in FY27. 

The ICFR Framework

Did you know:

Significant progress has been 
made over the last two years 
in improving and enhancing 
the Tesco IT general control 
environment, facilitating 
greater reliance on automated 
controls within our ICFR 
framework, and enhanced 
reliance on our control 
environment by our external 
auditor.Such controls mitigate Group-wide risks to our financial reporting. They are designed 

to ensure Tesco has a strong control environment. Examples include Annual Code of 
Conduct Attestations, Group Audit Independence and the Audit Committee review of 
Key Regulatory Disclosures.

A defined set of financial controls established to provide assurance over the effective 
financial operation of the business. From FY27 the Board are required to provide a formal 
declaration of the effectiveness for each of these controls. The ICFR programme along 
with specific business controls over significant judgement and estimates form our material 
controls for ICFR. These are tested annually as part of our internal assurance programme 
over our material controls.

A larger set of controls which provide breadth of coverage across our financial processes 
and a strong foundation on which our material controls are built. These will be tested 
annually.

These are the controls over our business processes that mitigate the financial risks 
associated with our end-to-end processes impacting our financial reporting. They are 
designed to ensure our financial statement assertions are covered. All remaining controls 
other than those classed as ‘Material’ and ‘Critical’ are classed as ‘Other ICFR’ controls and 
will be tested on a rolling three-year basis.

ITGCs are controls over our systems, mitigating IT/system risks relating to the integrity of  
our financial reporting. They are designed to ensure that the data within our systems and 
processes they perform is controlled. Examples: change management, user access and  
data recovery, those systems which are key to support our material and critical controls 
are tested on an annual basis across two testing cycles.

Entity Level Controls  
(ELCs)

IT General  
Controls (ITGCs)

Other 
 controls

Critical 
 controls

Material 
 controls
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Audit Committee continued

Internal financial controls
During the year, on behalf of the Board, the 
Committee conducted a review of the 
effectiveness of management’s internal financial 
controls framework. The Committee did this 
principally through updates provided to it by 
management, Group Controls and Compliance, 
Group Audit, and the external auditor. 
Management is responsible for identifying and 
managing financial risks, and for maintaining an 
effective internal financial controls framework 
that identifies financial risks, maps these to 
controls and gives assurance over the effective 
operation of its control activities.

Throughout the year, work continued to embed 
the Internal Controls over Financial Reporting 
(ICFR) programme as a business-as-usual activity, 
and the Committee received regular updates 
from the Group Financial Controller on the 
progress of the ICFR programme, including the 
progress made within TBS, IT General Controls 
and IT automated business process controls. 
Management operates a three lines of defence 
model, including financial controls testing by the 
Group Controls and Compliance team which is 
independent of the relevant control operators 
and use of the Group Audit function as a third 
line of defence. Such testing includes validation 

of IT general controls, IT automated controls 
as well as manual business process control 
activities, and entity level controls. 
The ICFR programme will support the Provision 
29 Code assurance statement in FY27. 

The ICFR Framework

Did you know:

Significant progress has been 
made over the last two years 
in improving and enhancing 
the Tesco IT general control 
environment, facilitating 
greater reliance on automated 
controls within our ICFR 
framework, and enhanced 
reliance on our control 
environment by our external 
auditor.Such controls mitigate Group-wide risks to our financial reporting. They are designed 

to ensure Tesco has a strong control environment. Examples include Annual Code of 
Conduct Attestations, Group Audit Independence and the Audit Committee review of 
Key Regulatory Disclosures.

A defined set of financial controls established to provide assurance over the effective 
financial operation of the business. From FY27 the Board are required to provide a formal 
declaration of the effectiveness for each of these controls. The ICFR programme along 
with specific business controls over significant judgement and estimates form our material 
controls for ICFR. These are tested annually as part of our internal assurance programme 
over our material controls.

A larger set of controls which provide breadth of coverage across our financial processes 
and a strong foundation on which our material controls are built. These will be tested 
annually.

These are the controls over our business processes that mitigate the financial risks 
associated with our end-to-end processes impacting our financial reporting. They are 
designed to ensure our financial statement assertions are covered. All remaining controls 
other than those classed as ‘Material’ and ‘Critical’ are classed as ‘Other ICFR’ controls and 
will be tested on a rolling three-year basis.

ITGCs are controls over our systems, mitigating IT/system risks relating to the integrity of  
our financial reporting. They are designed to ensure that the data within our systems and 
processes they perform is controlled. Examples: change management, user access and  
data recovery, those systems which are key to support our material and critical controls 
are tested on an annual basis across two testing cycles.

Entity Level Controls  
(ELCs)

IT General  
Controls (ITGCs)

Other 
 controls

Critical 
 controls

Material 
 controls
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Audit Committee continued

Internal financial controls
During the year, on behalf of the Board, the 
Committee conducted a review of the 
effectiveness of management’s internal financial 
controls framework. The Committee did this 
principally through updates provided to it by 
management, Group Controls and Compliance, 
Group Audit, and the external auditor. 
Management is responsible for identifying and 
managing financial risks, and for maintaining an 
effective internal financial controls framework 
that identifies financial risks, maps these to 
controls and gives assurance over the effective 
operation of its control activities.

Throughout the year, work continued to embed 
the Internal Controls over Financial Reporting 
(ICFR) programme as a business-as-usual activity, 
and the Committee received regular updates 
from the Group Financial Controller on the 
progress of the ICFR programme, including the 
progress made within TBS, IT General Controls 
and IT automated business process controls. 
Management operates a three lines of defence 
model, including financial controls testing by the 
Group Controls and Compliance team which is 
independent of the relevant control operators 
and use of the Group Audit function as a third 
line of defence. Such testing includes validation 

of IT general controls, IT automated controls 
as well as manual business process control 
activities, and entity level controls. 
The ICFR programme will support the Provision 
29 Code assurance statement in FY27. 

The ICFR Framework

Did you know:

Significant progress has been 
made over the last two years 
in improving and enhancing 
the Tesco IT general control 
environment, facilitating 
greater reliance on automated 
controls within our ICFR 
framework, and enhanced 
reliance on our control 
environment by our external 
auditor.Such controls mitigate Group-wide risks to our financial reporting. They are designed 

to ensure Tesco has a strong control environment. Examples include Annual Code of 
Conduct Attestations, Group Audit Independence and the Audit Committee review of 
Key Regulatory Disclosures.

A defined set of financial controls established to provide assurance over the effective 
financial operation of the business. From FY27 the Board are required to provide a formal 
declaration of the effectiveness for each of these controls. The ICFR programme along 
with specific business controls over significant judgement and estimates form our material 
controls for ICFR. These are tested annually as part of our internal assurance programme 
over our material controls.

A larger set of controls which provide breadth of coverage across our financial processes 
and a strong foundation on which our material controls are built. These will be tested 
annually.

These are the controls over our business processes that mitigate the financial risks 
associated with our end-to-end processes impacting our financial reporting. They are 
designed to ensure our financial statement assertions are covered. All remaining controls 
other than those classed as ‘Material’ and ‘Critical’ are classed as ‘Other ICFR’ controls and 
will be tested on a rolling three-year basis.

ITGCs are controls over our systems, mitigating IT/system risks relating to the integrity of  
our financial reporting. They are designed to ensure that the data within our systems and 
processes they perform is controlled. Examples: change management, user access and  
data recovery, those systems which are key to support our material and critical controls 
are tested on an annual basis across two testing cycles.

Entity Level Controls  
(ELCs)

IT General  
Controls (ITGCs)

Other 
 controls

Critical 
 controls

Material 
 controls
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Audit Committee continued

Internal financial controls
During the year, on behalf of the Board, the 
Committee conducted a review of the 
effectiveness of management’s internal financial 
controls framework. The Committee did this 
principally through updates provided to it by 
management, Group Controls and Compliance, 
Group Audit, and the external auditor. 
Management is responsible for identifying and 
managing financial risks, and for maintaining an 
effective internal financial controls framework 
that identifies financial risks, maps these to 
controls and gives assurance over the effective 
operation of its control activities.

Throughout the year, work continued to embed 
the Internal Controls over Financial Reporting 
(ICFR) programme as a business-as-usual activity, 
and the Committee received regular updates 
from the Group Financial Controller on the 
progress of the ICFR programme, including the 
progress made within TBS, IT General Controls 
and IT automated business process controls. 
Management operates a three lines of defence 
model, including financial controls testing by the 
Group Controls and Compliance team which is 
independent of the relevant control operators 
and use of the Group Audit function as a third 
line of defence. Such testing includes validation 

of IT general controls, IT automated controls 
as well as manual business process control 
activities, and entity level controls. 
The ICFR programme will support the Provision 
29 Code assurance statement in FY27. 

The ICFR Framework

Did you know:

Significant progress has been 
made over the last two years 
in improving and enhancing 
the Tesco IT general control 
environment, facilitating 
greater reliance on automated 
controls within our ICFR 
framework, and enhanced 
reliance on our control 
environment by our external 
auditor.Such controls mitigate Group-wide risks to our financial reporting. They are designed 

to ensure Tesco has a strong control environment. Examples include Annual Code of 
Conduct Attestations, Group Audit Independence and the Audit Committee review of 
Key Regulatory Disclosures.

A defined set of financial controls established to provide assurance over the effective 
financial operation of the business. From FY27 the Board are required to provide a formal 
declaration of the effectiveness for each of these controls. The ICFR programme along 
with specific business controls over significant judgement and estimates form our material 
controls for ICFR. These are tested annually as part of our internal assurance programme 
over our material controls.

A larger set of controls which provide breadth of coverage across our financial processes 
and a strong foundation on which our material controls are built. These will be tested 
annually.

These are the controls over our business processes that mitigate the financial risks 
associated with our end-to-end processes impacting our financial reporting. They are 
designed to ensure our financial statement assertions are covered. All remaining controls 
other than those classed as ‘Material’ and ‘Critical’ are classed as ‘Other ICFR’ controls and 
will be tested on a rolling three-year basis.

ITGCs are controls over our systems, mitigating IT/system risks relating to the integrity of  
our financial reporting. They are designed to ensure that the data within our systems and 
processes they perform is controlled. Examples: change management, user access and  
data recovery, those systems which are key to support our material and critical controls 
are tested on an annual basis across two testing cycles.

Entity Level Controls  
(ELCs)

IT General  
Controls (ITGCs)

Other 
 controls
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 controls
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Audit Committee continued

Internal financial controls
During the year, on behalf of the Board, the 
Committee conducted a review of the 
effectiveness of management’s internal financial 
controls framework. The Committee did this 
principally through updates provided to it by 
management, Group Controls and Compliance, 
Group Audit, and the external auditor. 
Management is responsible for identifying and 
managing financial risks, and for maintaining an 
effective internal financial controls framework 
that identifies financial risks, maps these to 
controls and gives assurance over the effective 
operation of its control activities.

Throughout the year, work continued to embed 
the Internal Controls over Financial Reporting 
(ICFR) programme as a business-as-usual activity, 
and the Committee received regular updates 
from the Group Financial Controller on the 
progress of the ICFR programme, including the 
progress made within TBS, IT General Controls 
and IT automated business process controls. 
Management operates a three lines of defence 
model, including financial controls testing by the 
Group Controls and Compliance team which is 
independent of the relevant control operators 
and use of the Group Audit function as a third 
line of defence. Such testing includes validation 

of IT general controls, IT automated controls 
as well as manual business process control 
activities, and entity level controls. 
The ICFR programme will support the Provision 
29 Code assurance statement in FY27. 

The ICFR Framework

Did you know:

Significant progress has been 
made over the last two years 
in improving and enhancing 
the Tesco IT general control 
environment, facilitating 
greater reliance on automated 
controls within our ICFR 
framework, and enhanced 
reliance on our control 
environment by our external 
auditor.Such controls mitigate Group-wide risks to our financial reporting. They are designed 

to ensure Tesco has a strong control environment. Examples include Annual Code of 
Conduct Attestations, Group Audit Independence and the Audit Committee review of 
Key Regulatory Disclosures.

A defined set of financial controls established to provide assurance over the effective 
financial operation of the business. From FY27 the Board are required to provide a formal 
declaration of the effectiveness for each of these controls. The ICFR programme along 
with specific business controls over significant judgement and estimates form our material 
controls for ICFR. These are tested annually as part of our internal assurance programme 
over our material controls.

A larger set of controls which provide breadth of coverage across our financial processes 
and a strong foundation on which our material controls are built. These will be tested 
annually.

These are the controls over our business processes that mitigate the financial risks 
associated with our end-to-end processes impacting our financial reporting. They are 
designed to ensure our financial statement assertions are covered. All remaining controls 
other than those classed as ‘Material’ and ‘Critical’ are classed as ‘Other ICFR’ controls and 
will be tested on a rolling three-year basis.

ITGCs are controls over our systems, mitigating IT/system risks relating to the integrity of  
our financial reporting. They are designed to ensure that the data within our systems and 
processes they perform is controlled. Examples: change management, user access and  
data recovery, those systems which are key to support our material and critical controls 
are tested on an annual basis across two testing cycles.
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Audit Committee continued

Internal financial controls
During the year, on behalf of the Board, the 
Committee conducted a review of the 
effectiveness of management’s internal financial 
controls framework. The Committee did this 
principally through updates provided to it by 
management, Group Controls and Compliance, 
Group Audit, and the external auditor. 
Management is responsible for identifying and 
managing financial risks, and for maintaining an 
effective internal financial controls framework 
that identifies financial risks, maps these to 
controls and gives assurance over the effective 
operation of its control activities.

Throughout the year, work continued to embed 
the Internal Controls over Financial Reporting 
(ICFR) programme as a business-as-usual activity, 
and the Committee received regular updates 
from the Group Financial Controller on the 
progress of the ICFR programme, including the 
progress made within TBS, IT General Controls 
and IT automated business process controls. 
Management operates a three lines of defence 
model, including financial controls testing by the 
Group Controls and Compliance team which is 
independent of the relevant control operators 
and use of the Group Audit function as a third 
line of defence. Such testing includes validation 

of IT general controls, IT automated controls 
as well as manual business process control 
activities, and entity level controls. 
The ICFR programme will support the Provision 
29 Code assurance statement in FY27. 

The ICFR Framework

Did you know:

Significant progress has been 
made over the last two years 
in improving and enhancing 
the Tesco IT general control 
environment, facilitating 
greater reliance on automated 
controls within our ICFR 
framework, and enhanced 
reliance on our control 
environment by our external 
auditor.Such controls mitigate Group-wide risks to our financial reporting. They are designed 

to ensure Tesco has a strong control environment. Examples include Annual Code of 
Conduct Attestations, Group Audit Independence and the Audit Committee review of 
Key Regulatory Disclosures.

A defined set of financial controls established to provide assurance over the effective 
financial operation of the business. From FY27 the Board are required to provide a formal 
declaration of the effectiveness for each of these controls. The ICFR programme along 
with specific business controls over significant judgement and estimates form our material 
controls for ICFR. These are tested annually as part of our internal assurance programme 
over our material controls.

A larger set of controls which provide breadth of coverage across our financial processes 
and a strong foundation on which our material controls are built. These will be tested 
annually.

These are the controls over our business processes that mitigate the financial risks 
associated with our end-to-end processes impacting our financial reporting. They are 
designed to ensure our financial statement assertions are covered. All remaining controls 
other than those classed as ‘Material’ and ‘Critical’ are classed as ‘Other ICFR’ controls and 
will be tested on a rolling three-year basis.

ITGCs are controls over our systems, mitigating IT/system risks relating to the integrity of  
our financial reporting. They are designed to ensure that the data within our systems and 
processes they perform is controlled. Examples: change management, user access and  
data recovery, those systems which are key to support our material and critical controls 
are tested on an annual basis across two testing cycles.
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Audit Committee continued

Internal financial controls
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effective internal financial controls framework 
that identifies financial risks, maps these to 
controls and gives assurance over the effective 
operation of its control activities.

Throughout the year, work continued to embed 
the Internal Controls over Financial Reporting 
(ICFR) programme as a business-as-usual activity, 
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progress of the ICFR programme, including the 
progress made within TBS, IT General Controls 
and IT automated business process controls. 
Management operates a three lines of defence 
model, including financial controls testing by the 
Group Controls and Compliance team which is 
independent of the relevant control operators 
and use of the Group Audit function as a third 
line of defence. Such testing includes validation 

of IT general controls, IT automated controls 
as well as manual business process control 
activities, and entity level controls. 
The ICFR programme will support the Provision 
29 Code assurance statement in FY27. 
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in improving and enhancing 
the Tesco IT general control 
environment, facilitating 
greater reliance on automated 
controls within our ICFR 
framework, and enhanced 
reliance on our control 
environment by our external 
auditor.Such controls mitigate Group-wide risks to our financial reporting. They are designed 

to ensure Tesco has a strong control environment. Examples include Annual Code of 
Conduct Attestations, Group Audit Independence and the Audit Committee review of 
Key Regulatory Disclosures.

A defined set of financial controls established to provide assurance over the effective 
financial operation of the business. From FY27 the Board are required to provide a formal 
declaration of the effectiveness for each of these controls. The ICFR programme along 
with specific business controls over significant judgement and estimates form our material 
controls for ICFR. These are tested annually as part of our internal assurance programme 
over our material controls.

A larger set of controls which provide breadth of coverage across our financial processes 
and a strong foundation on which our material controls are built. These will be tested 
annually.

These are the controls over our business processes that mitigate the financial risks 
associated with our end-to-end processes impacting our financial reporting. They are 
designed to ensure our financial statement assertions are covered. All remaining controls 
other than those classed as ‘Material’ and ‘Critical’ are classed as ‘Other ICFR’ controls and 
will be tested on a rolling three-year basis.

ITGCs are controls over our systems, mitigating IT/system risks relating to the integrity of  
our financial reporting. They are designed to ensure that the data within our systems and 
processes they perform is controlled. Examples: change management, user access and  
data recovery, those systems which are key to support our material and critical controls 
are tested on an annual basis across two testing cycles.
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Example 5
The Company has applied the Financial Reporting 
Council’s (FRC’s) UK Corporate Governance Code 
2024 (the ‘Code’) Principles and complied with all 
the Code’s Provisions throughout the year ended 

27 December 2025 with the exception of Provision 
29 which comes into effect for financial years 
starting on or after 1 January 2026. The Code is 
available on the FRC’s website www.frc.org.uk.

Compliance with the UK 
Corporate Governance Code 2024

Provision 29 of the UK Corporate Governance Code 
Business readiness activities relating to changes brought by the Code, specifically the approach and 
roadmap to achieve compliance with the amended Provision 29, has been a key focus for the Board in 
2025. Initial phases included reviewing the current risk and controls framework, mobilising a new controls 
team and sourcing a new Governance, Risk and Compliance system. 

As a result of the work undertaken during the year, the business has defined and documented 30 material 
risks and 36 material controls to mitigate the Company’s principal risks. Material control performance 
is being recorded and control owners have started to formally record their assessment of the design 
and operational effectiveness of their controls. Management provided the Board with activity updates 
throughout the year.

Key activities undertaken in 2025

February 2025 March 2025 April 2025 December 2025 December 2025

Definition of 
materiality

Identification of 
material risks

Implementation of 
Governance, Risk  
and Compliance 
solution 

Documentation of 
material controls 

Launch of first line 
assurance activities 

Materiality was 
defined for the four 
risk categories: 
strategic and 
financial, 
operational, 
financial/non-
financial reporting 
and compliance. 

Material risks were 
identified from 
the Group Risk 
Register and were 
directly linked to 
our principal risks.

A third party solution 
was implemented 
during the year 
to evidence and 
monitor the 
operation of 
material controls. 

Material controls 
were identified and 
documented across 
the business.

Control owners 
and performers 
started to record 
the performance of 
their controls and 
perform regular 
self-assessments. 

Application of the Code

 Pages

1.  Board Leadership and Company Purpose

A. Effective Board 74-88

B. Purpose, values and culture 5-9, 18-21, 32-39, 78-79

C. Governance reporting 73-113

D. Stakeholder engagement 84-87

E. Workforce policies and practices 48-49, 81

2. Division of Responsibilities 

F. Role of the Chair 88

G. Independence 81

H. Non-executive responsibilities 88

I. Board resources 81

3. Composition, Succession and Evaluation 

J. Appointments to the Board 90-92

K. Board skills, experience and knowledge 76-77, 80

L. Board performance review 93

4. Audit, Risk and Internal Control 

M. Internal and external audit 97-99

N. Fair, balanced and understandable review 94-99

O. Risk management and internal control 99

5. Remuneration 

P. Linking remuneration to purpose and strategy 105

Q. Remuneration Policy review 105, 109

R. Remuneration outcomes 102-104, 106-107
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Governance report continued

A summary of the responses was presented to 
the Committee at its meeting in December 2025. 
The Committee used the feedback to assist its 
assessment of the effectiveness of the internal audit 
and risk function and discussed its conclusions and 
opportunities for improvement with Group Internal 
Audit. The overall feedback on the in-house model 
was positive and a number of actions to make 
improvements were identified as part of this process.

Risk management and internal controls 
The internal audit and risk function provides the 
Committee with support and advice on the Group’s 
assurance framework and risk management 
processes.

Risks are actively managed on an ongoing basis. 
Details of risks faced by the Group are maintained 
in the Group Risk Register, with key risks regularly 
collated and reviewed by management and the 
Executive Board to assess the potential impact and 
likelihood of occurrence, after taking into account key 
controls, mitigating factors and interdependencies. 
Additional focus is given to any risks that fall outside 
of the Company’s risk appetite, and further mitigating 
actions are put in place, where appropriate, to 
manage risks to an acceptable level. The principal 
risks and uncertainties are developed from this Group 
view of risk management, and are set out on pages 
64-69, together with information on how those risks 
are mitigated and how emerging risks are assessed.

The Committee also received reports on the 
implementation of a Governance, Risk & Compliance 
system. During the year, the system was fully 
implemented and is now being used to evidence and 
monitor the operation of material controls, supporting 
the existing assurance mechanisms that are in place.

At the year end, the Committee reviewed the 
effectiveness of the risk management and internal 
control systems, including all material controls. 
Noting the improvements made in 2025 and taking 
into account the manual detection controls in place, 
the Committee concluded that the internal control 
environment was effective. 

The Committee recognises the importance of 
continuous improvement in the effectiveness of the 
Company’s systems and processes, and is highly 
focused on ensuring that the Company delivers the 
required improvements to its material controls, as 
well as addressing the requirements of Provision 29 
of the UK Corporate Governance Code 2024. 

Committee effectiveness
The effectiveness of the Committee was considered 
as part of this year’s external Board performance 
review process, more details of which can be 
found on page 93. The review concluded that 
the Committee continues to operate effectively 
with no areas of concern requiring immediate 
attention identified. 

The Committee receives regular reports to provide 
assurance over the extent and performance of the 
control environment and to assist in its oversight of 
the principal risks. These reports include:

 – reports from management on progress with 
developing the material controls framework and 
with the ongoing development of our key financial 
controls framework; 

 – control improvement updates and assurance 
reports from oversight functions across the 
business, including finance, cyber security, 
compliance, store operations and security and 
investigations; 

 – reports from Group Internal Audit providing a 
status update on the implementation of agreed 
audit actions;

 – reports from Group Internal Audit on its audit 
reviews and findings as part of the Internal Audit 
Plan; and

 – KPMG’s external audit findings and insight from 
the external audit process.

The Committee’s focus during the year has been 
on the work undertaken to identify and document 
material controls and to monitor the development 
of material controls across the business. The 
Committee has received assurance from 
management that these controls are appropriately 
documented and that the expected control activities 
are taking place. Whilst the robustness and resilience 
of material controls continues to improve, there 
remains a high level of reliance on manual detection 
controls. The Company’s strategic transformation 
programme will optimise and automate a significant 
proportion of these manual controls, further 
strengthening the control environment. 

A Audit and Risk Committee report continued
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A summary of the responses was presented to 
the Committee at its meeting in December 2025. 
The Committee used the feedback to assist its 
assessment of the effectiveness of the internal audit 
and risk function and discussed its conclusions and 
opportunities for improvement with Group Internal 
Audit. The overall feedback on the in-house model 
was positive and a number of actions to make 
improvements were identified as part of this process.

Risk management and internal controls 
The internal audit and risk function provides the 
Committee with support and advice on the Group’s 
assurance framework and risk management 
processes.

Risks are actively managed on an ongoing basis. 
Details of risks faced by the Group are maintained 
in the Group Risk Register, with key risks regularly 
collated and reviewed by management and the 
Executive Board to assess the potential impact and 
likelihood of occurrence, after taking into account key 
controls, mitigating factors and interdependencies. 
Additional focus is given to any risks that fall outside 
of the Company’s risk appetite, and further mitigating 
actions are put in place, where appropriate, to 
manage risks to an acceptable level. The principal 
risks and uncertainties are developed from this Group 
view of risk management, and are set out on pages 
64-69, together with information on how those risks 
are mitigated and how emerging risks are assessed.

The Committee also received reports on the 
implementation of a Governance, Risk & Compliance 
system. During the year, the system was fully 
implemented and is now being used to evidence and 
monitor the operation of material controls, supporting 
the existing assurance mechanisms that are in place.

At the year end, the Committee reviewed the 
effectiveness of the risk management and internal 
control systems, including all material controls. 
Noting the improvements made in 2025 and taking 
into account the manual detection controls in place, 
the Committee concluded that the internal control 
environment was effective. 
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continuous improvement in the effectiveness of the 
Company’s systems and processes, and is highly 
focused on ensuring that the Company delivers the 
required improvements to its material controls, as 
well as addressing the requirements of Provision 29 
of the UK Corporate Governance Code 2024. 

Committee effectiveness
The effectiveness of the Committee was considered 
as part of this year’s external Board performance 
review process, more details of which can be 
found on page 93. The review concluded that 
the Committee continues to operate effectively 
with no areas of concern requiring immediate 
attention identified. 

The Committee receives regular reports to provide 
assurance over the extent and performance of the 
control environment and to assist in its oversight of 
the principal risks. These reports include:

 – reports from management on progress with 
developing the material controls framework and 
with the ongoing development of our key financial 
controls framework; 

 – control improvement updates and assurance 
reports from oversight functions across the 
business, including finance, cyber security, 
compliance, store operations and security and 
investigations; 

 – reports from Group Internal Audit providing a 
status update on the implementation of agreed 
audit actions;

 – reports from Group Internal Audit on its audit 
reviews and findings as part of the Internal Audit 
Plan; and

 – KPMG’s external audit findings and insight from 
the external audit process.

The Committee’s focus during the year has been 
on the work undertaken to identify and document 
material controls and to monitor the development 
of material controls across the business. The 
Committee has received assurance from 
management that these controls are appropriately 
documented and that the expected control activities 
are taking place. Whilst the robustness and resilience 
of material controls continues to improve, there 
remains a high level of reliance on manual detection 
controls. The Company’s strategic transformation 
programme will optimise and automate a significant 
proportion of these manual controls, further 
strengthening the control environment. 

A Audit and Risk Committee report continued
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A summary of the responses was presented to 
the Committee at its meeting in December 2025. 
The Committee used the feedback to assist its 
assessment of the effectiveness of the internal audit 
and risk function and discussed its conclusions and 
opportunities for improvement with Group Internal 
Audit. The overall feedback on the in-house model 
was positive and a number of actions to make 
improvements were identified as part of this process.

Risk management and internal controls 
The internal audit and risk function provides the 
Committee with support and advice on the Group’s 
assurance framework and risk management 
processes.

Risks are actively managed on an ongoing basis. 
Details of risks faced by the Group are maintained 
in the Group Risk Register, with key risks regularly 
collated and reviewed by management and the 
Executive Board to assess the potential impact and 
likelihood of occurrence, after taking into account key 
controls, mitigating factors and interdependencies. 
Additional focus is given to any risks that fall outside 
of the Company’s risk appetite, and further mitigating 
actions are put in place, where appropriate, to 
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risks and uncertainties are developed from this Group 
view of risk management, and are set out on pages 
64-69, together with information on how those risks 
are mitigated and how emerging risks are assessed.
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implementation of a Governance, Risk & Compliance 
system. During the year, the system was fully 
implemented and is now being used to evidence and 
monitor the operation of material controls, supporting 
the existing assurance mechanisms that are in place.
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effectiveness of the risk management and internal 
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Noting the improvements made in 2025 and taking 
into account the manual detection controls in place, 
the Committee concluded that the internal control 
environment was effective. 

The Committee recognises the importance of 
continuous improvement in the effectiveness of the 
Company’s systems and processes, and is highly 
focused on ensuring that the Company delivers the 
required improvements to its material controls, as 
well as addressing the requirements of Provision 29 
of the UK Corporate Governance Code 2024. 

Committee effectiveness
The effectiveness of the Committee was considered 
as part of this year’s external Board performance 
review process, more details of which can be 
found on page 93. The review concluded that 
the Committee continues to operate effectively 
with no areas of concern requiring immediate 
attention identified. 

The Committee receives regular reports to provide 
assurance over the extent and performance of the 
control environment and to assist in its oversight of 
the principal risks. These reports include:

 – reports from management on progress with 
developing the material controls framework and 
with the ongoing development of our key financial 
controls framework; 

 – control improvement updates and assurance 
reports from oversight functions across the 
business, including finance, cyber security, 
compliance, store operations and security and 
investigations; 

 – reports from Group Internal Audit providing a 
status update on the implementation of agreed 
audit actions;

 – reports from Group Internal Audit on its audit 
reviews and findings as part of the Internal Audit 
Plan; and

 – KPMG’s external audit findings and insight from 
the external audit process.

The Committee’s focus during the year has been 
on the work undertaken to identify and document 
material controls and to monitor the development 
of material controls across the business. The 
Committee has received assurance from 
management that these controls are appropriately 
documented and that the expected control activities 
are taking place. Whilst the robustness and resilience 
of material controls continues to improve, there 
remains a high level of reliance on manual detection 
controls. The Company’s strategic transformation 
programme will optimise and automate a significant 
proportion of these manual controls, further 
strengthening the control environment. 

A Audit and Risk Committee report continued
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Example 6

Preparing for Provision 29
Throughout 2025 we have been preparing 
for the implementation of the amended 
Provision 29 of the 2024 UK Corporate 
Governance Code. Provision 29 concerns 
risk management and internal controls, 

with the first Board declaration in relation 
to the effectiveness of the Group’s material 
internal controls in respect of financial, 
reporting, operational and compliance risks 
required in the 2026 Annual Report. 

1  Approach to identification of material controls

Our second-line Group Risk and Controls 
team have led the process reviewing the 
Group’s risk profile, utilising the existing 
risk management and internal control 
frameworks, to determine those that are a 
‘material’ risk, to the Group.

For each material risk we have identified the 
most critical controls, which are relied upon 
by senior management and the Board to 
oversee and manage the risk.

Managing our risks and opportunities

2 Scope

We identified 31 material controls across 
our identified risk areas: financial, reporting, 
operational and compliance. Cyber, IT 
and legal compliance controls formed 
part of this review as well as entity level 
controls, such as delegation of authority 
and whistleblowing.

We have been able to leverage the work 
undertaken to evolve the Group’s approach 
to risk and control over recent years to rely 
on higher level frameworks, such as the 
Group’s financial controls framework, to 
reduce the number of individual controls.

3 Board engagement and embedded 
accountability

The Audit & Risk Committee, on behalf of 
the Board, has been actively involved in 
the scoping process to support alignment 
between executive and non-executive 
management, and the outputs from the 
process have been subject to review by 
RSM, our outsourced internal auditor.

Each material control has been assigned a 
named senior manager who is responsible 
for the ongoing effectiveness of the control 
and accountable to the Board. 

4 Assurance planning

The Group Risk and Controls team have 
undertaken preliminary testing, including 
design and implementation walkthroughs, 
to understand the baseline and establish 
what effectiveness looks like for each 
control. Where gaps were identified, 
improvement plans were put in place.

Our assurance policy and five-year plans 
have been updated to incorporate specific 
requirements in respect of the material 
controls identified, which are as follows:

 Annual attestation of effectiveness from 
each process owner;

 Annual internal testing by the Group 
Risk and Controls team of each material 
control; and

 Third-line testing, either through RSM’s 
internal audit or another appropriate 
third-party, of a selection of controls on a 
rotational basis.

The Group 
Financial controls 

and Fraud risk 
management 

frameworks and 
key audit matters

Controls that address risks that  
financial and non-financial reporting is 

materially incorrect

The most important controls which reduce 
the likelihood of the material components 

of principal risks to a tolerable level 

The Group’s risk registers which form part 
of Breedon’s Group risk management 
framework and Principal risk reporting

Financial
(including fraud)

Reporting Operational Compliance

 The Group’s 
external reporting 

and its relative 
importance to 
stakeholders

Breedon’s entity-level controls

Risk 
category

Material 
control 
definition

Our 
approach

Financial
(including fraud) 

Operational and
compliance

62%

19%

Reporting 19%

Distribution of material controls
Primary material control category
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to understand the baseline and establish 
what effectiveness looks like for each 
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improvement plans were put in place.

Our assurance policy and five-year plans 
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Preparing for Provision 29
Throughout 2025 we have been preparing 
for the implementation of the amended 
Provision 29 of the 2024 UK Corporate 
Governance Code. Provision 29 concerns 
risk management and internal controls, 

with the first Board declaration in relation 
to the effectiveness of the Group’s material 
internal controls in respect of financial, 
reporting, operational and compliance risks 
required in the 2026 Annual Report. 

1  Approach to identification of material controls

Our second-line Group Risk and Controls 
team have led the process reviewing the 
Group’s risk profile, utilising the existing 
risk management and internal control 
frameworks, to determine those that are a 
‘material’ risk, to the Group.

For each material risk we have identified the 
most critical controls, which are relied upon 
by senior management and the Board to 
oversee and manage the risk.

Managing our risks and opportunities

2 Scope

We identified 31 material controls across 
our identified risk areas: financial, reporting, 
operational and compliance. Cyber, IT 
and legal compliance controls formed 
part of this review as well as entity level 
controls, such as delegation of authority 
and whistleblowing.

We have been able to leverage the work 
undertaken to evolve the Group’s approach 
to risk and control over recent years to rely 
on higher level frameworks, such as the 
Group’s financial controls framework, to 
reduce the number of individual controls.
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process have been subject to review by 
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design and implementation walkthroughs, 
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 Annual internal testing by the Group 
Risk and Controls team of each material 
control; and

 Third-line testing, either through RSM’s 
internal audit or another appropriate 
third-party, of a selection of controls on a 
rotational basis.
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Preparing for Provision 29
Throughout 2025 we have been preparing 
for the implementation of the amended 
Provision 29 of the 2024 UK Corporate 
Governance Code. Provision 29 concerns 
risk management and internal controls, 

with the first Board declaration in relation 
to the effectiveness of the Group’s material 
internal controls in respect of financial, 
reporting, operational and compliance risks 
required in the 2026 Annual Report. 

1  Approach to identification of material controls

Our second-line Group Risk and Controls 
team have led the process reviewing the 
Group’s risk profile, utilising the existing 
risk management and internal control 
frameworks, to determine those that are a 
‘material’ risk, to the Group.

For each material risk we have identified the 
most critical controls, which are relied upon 
by senior management and the Board to 
oversee and manage the risk.

Managing our risks and opportunities

2 Scope

We identified 31 material controls across 
our identified risk areas: financial, reporting, 
operational and compliance. Cyber, IT 
and legal compliance controls formed 
part of this review as well as entity level 
controls, such as delegation of authority 
and whistleblowing.

We have been able to leverage the work 
undertaken to evolve the Group’s approach 
to risk and control over recent years to rely 
on higher level frameworks, such as the 
Group’s financial controls framework, to 
reduce the number of individual controls.

3 Board engagement and embedded 
accountability

The Audit & Risk Committee, on behalf of 
the Board, has been actively involved in 
the scoping process to support alignment 
between executive and non-executive 
management, and the outputs from the 
process have been subject to review by 
RSM, our outsourced internal auditor.

Each material control has been assigned a 
named senior manager who is responsible 
for the ongoing effectiveness of the control 
and accountable to the Board. 

4 Assurance planning

The Group Risk and Controls team have 
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design and implementation walkthroughs, 
to understand the baseline and establish 
what effectiveness looks like for each 
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Cyber security 
Cyber security remains a key risk for businesses and is a regular discussion topic for the 
Committee. The results of the annual NIST audit, which was carried out by EY, was presented 
to the Committee for review and the Group achieved its target maturity score against the 
NIST 2.0 framework. The Committee also provided oversight of the 2025 security roadmap and 
assessed the effectiveness of the Group’s cyber risk management activities. This included a 
technical assessment of Inchcape’s ability to mitigate threats likely to target our organisation 
to help us better understand areas for improvement. The exercise provided useful insights and 
data which will be used to identify and prioritise remediation efforts and the Committee will 
continue to monitor progress throughout 2026. 

Provision 29 
As noted last year, the Committee has monitored the activities to achieve compliance with 
Provision 29 of the UK Corporate Governance Code 2024 which is effective from 1 January 
2026. The Internal Controls team presented an update of progress against the plan at each 
meeting with key milestones being agreed by the Committee throughout the year. 

An ad hoc Committee meeting was held in November to focus and agree on the definition of 
‘material controls’ and readiness of the organisation for 2026 implementation. To assist the 
Committee in assessing the proposed material controls framework, cyber controls were 
selected as a pilot project during the year. This enabled the Committee to carry out a ‘deep 
dive’ into the proposed processes and to consider the resulting outcomes. The project also 
included benchmarking, provided an overview of effectiveness and monitoring measures to 
be provided to the Board, and the drafts of proposed declarations and supporting narratives. 

Please see page 69 for our case study which sets out the work undertaken during the year by 
the Committee and the plan for 2026. 

Regional updates: APAC and the Americas 
Regional Chief Financial Officer updates allow the Committee to obtain a deeper insight into 
Markets and Regions and annual reviews are provided to the Committee. 

Both APAC and the Americas have seen significant M&A in recent years and the Committee 
spent time assessing integration progress, the control environment, and culture. The 
Committee is also able to review risks at a more granular level to understand how the local 
teams are implementing action plans and approaching emerging risks as they arise. The 
Committee also considers Internal Audit findings and how the local teams are addressing any 
issues identified. 

Inchcape Global Business Services 
Inchcape Global Business Services (iGBS) requirements were reviewed following the exit from 
UK Retail in 2024 resulting in the leveraging of the Group’s digital data centre infrastructure to 
build an in-house finance centre to deliver core financial services. The creation of iGBS 
provided a captive solution for finance support services in the Americas and during the year 
the Committee reviewed the proposal to align global processes under a global process 
owner (GPO) management structure. The Derco business, which was acquired in 2023, was 
incorporated into iGBS during the year, and the Committee monitored the implementation 
project throughout the year. 

The Committee also received a report from the external audit partner who visited the iGBS 
offices as part of their interim procedures. Key observations on culture and processes were 
provided to the Committee along with an overview of the audit efficiencies which will be 
obtained from a centralised audit delivery model. 

Financial Reporting Council (FRC) review of annual report and accounts for the 
year ended 31 December 2024 
In May 2025, we received a letter from the FRC requesting further information on two issues in 
the 2024 Annual Report and Accounts, these being; the disclosure in relation to the Financial 
Conduct Authority’s (FCA) review into historic motor finance commission arrangements, and 
distributable profits and distributions. 

The Audit Committee reviewed the request and provided the FRC with clarification on the 
Company’s disclosure in relation to the FCA’s review of motor finance commission 
arrangements. In respect of the availability of distributable reserves, the Company confirmed 
that whilst it did have sufficient reserves, interim accounts were not filed during the course of 
2024 to support the position. This impacted the share buybacks carried out at the end of 2024 
and beginning of 2025. A general meeting was held in August to obtain shareholder approval 
to rectify the purchase of shares during that period and to approve deeds of release 
between the Company and its Directors. A vote of 99.99% in favour was received. The FRC 
confirmed that they were satisfied with the Company’s response which has enabled them to 
close their enquiries. 

The FRC’s review provides no assurance that our Annual Report and financial statements for 
the year ended 31 December 2024 are correct in all material respects; the FRC’s role is not to 
verify the information provided but to consider compliance with reporting requirements. 

The FRC also raised further observations on the Annual Report, and a detailed response on 
how the matters will be addressed in this 2025 Annual Report was agreed by the Audit 
Committee. The management team also undertook a review of the most common 
governance and financial reporting failures as identified by the FRC to assess whether 
the current practices are appropriate or whether there needs to be an improvement in 
process and/or controls. The existing processes on the payment of dividends and proposing 
share buybacks were further strengthened to ensure a formal review of distributable reserves 
is carried out prior to any approval. 

Stuart Rowley 
Chair of the Audit Committee 
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Overview of preparation for Provision 29 implementation 
Powered by strong governance 

A two-year readiness journey was undertaken to ensure the Group is fully aligned to comply 
with Provision 29 of the UK Corporate Governance Code 2024. The Committee assessed the 
approach taken by management which focused on the controls which are most important 
in mitigating key risks that threaten the long-term sustainability of the business and where 
these fail, may influence decisions made by the users of the information. 

The Committee: 
• considered and approved the definition of material controls and are satisfied that

these have been correctly identified and are material to the business;
• approved the embedding of the material controls within the existing InControl

Standards (ICS) framework which is well understood by colleagues across the Group;
• provided oversight of the assurance mapping and for the pilot held in the year,

monitoring outcomes and effectiveness; and
• approved the ICS training programme developed to further embed the material

controls ensuring colleagues have a clear understanding of the part they play in
leading a controls and compliance culture. 

Plans for 2026 
The Committee will monitor the self-certifications provided as part of the ICS framework 
assessing the effectiveness of the controls, reviewing supporting evidence tested 
through a control's certification programme delivered by a mix of second and third 
lines of defence. 

Significant issues considered in relation to the financial statements 
The main areas of judgement considered by the Committee are given below. Detailed 
reports are provided by management and Deloitte on these matters. The Committee 
discussed the range of approaches with management and Deloitte and are satisfied that 
the judgements made by management are both robust and supportable and the treatments 
adopted in the financial statements are appropriate.  

The Finance team provide the required information which allows the Committee to assess the 
quality and acceptability of accounting policies and practices, the clarity of the disclosures 
and compliance with financial reporting standards, and relevant financial and governance 
reporting requirements including the UK Corporate Governance Code 2024. 

Presentation of the financial statements, going concern, and viability 
The Committee considered the presentation of the half-year and annual financial statements 
reviewing material areas in which significant judgements have been applied or discussed 
with the external auditor. In particular the application of the Group’s accounting policies, the 
recoverability of certain tax-related assets, the presentation of adjusting items, and the 
disclosures made in relation to contingencies. The Committee conducted its work using 
detailed reports provided by management outlining the terms of the policies and the 
judgements made in key areas. 

The Committee challenged management on the assumptions used and the judgements that 
have been applied with further input from the external auditor on their view of the matters.  

Impairment 
Impairment reviews are conducted annually in respect of goodwill and indefinite life assets, 
and if there is an indicator of impairment, reviews are implemented more frequently. In 
addition, other intangible assets, property, plant and equipment, and right-of-use assets are 
reviewed for impairment if events or circumstances indicate that the carrying value may not 
be recoverable. This is a judgmental process which requires estimating future cash flows 
based on future business prospects, determining long-term growth rates, and discount rates. 

The Committee received reports detailing the treatment of the cash generating units (CGUs) 
or groups of CGUs used for impairment and the allocation of assets and cash flows thereto, 
the cash flow projections used to calculate the value in use, considering whether these 
reflect a reasonable expectation of future performance, how management had determined 
the discount rates and long-term growth rates, the impact of climate change, including 
electrification, on impairment and the impact of electric vehicles on aftersales. The 
Committee also considered the disclosures made in the financial statements. 

The Committee considered the challenges from the external auditor which included whether 
sufficient risk adjustment was made to cash flow forecasts, the expectation of returns to 
market norms, and planned efficiencies from restructuring activities. The Committee also 
assessed the reliability of data provided by external advisors and independent specialists 
used in key assumptions. 

It is the Committee’s view that management’s approach to impairment is robust, based on 
reliable supporting data from external sources where relevant, and with appropriate 
challenge from the external auditor. After considering all available information and reviewing 
the findings, the Committee concluded that management’s reviews of non-financial assets 
were appropriate. 
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See notes 10 to 12 on pages 142 to 149 
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Audit Committee report continued

The Committee reviewed the detail underpinning these factors 
as part of the 2025 year-end process. The Committee also 
reviewed all internal financial control deficiencies identified 
during the year and noted that the majority were remediated 
during 2025. The impact of any unremediated deficiencies on 
the financial statements was considered. Following these 
reviews, the Committee confirmed that Pearson’s risk 
management and internal control framework operated 
satisfactorily throughout the year.

The Board is ultimately accountable for effective risk 
management in Pearson and determines our strategic 
approach to risk. It confirms our enterprise risk management 
framework as well as our risk appetite targets. The involvement 
of the Board and Committee in the design, implementation, 
identification, monitoring and review of risks (including setting 
risk appetite and reviewing how risk is being embedded in our 
culture) is outlined in more detail in the Risk management 
section on page 56.

Preparing for revised Code Provision 29 
Following the publication of the revised UK Corporate 
Governance Code in January 2024, and throughout 2025, 
the Committee has closely overseen management’s response 
to the new requirements of Code Provision 29. This provision 
will require the Board to make an explicit declaration on the 
effectiveness of material controls as at the balance sheet date, 
beginning with the 2026 financial year. 

The Committee has been attentive to Pearson’s proposals to 
address the new Code requirements, with specific focus on: 
(i) the identification of ‘material controls’ including financial, 
operational, reporting and compliance controls; and (ii) the 
assurance that is in place to provide sufficient comfort to the 
Board in making the required declaration. 

As part of this work, we have challenged ourselves to 
concentrate on the controls that truly impact Pearson’s 
success or failure, in line with the FRC’s guidance.

A management working group including representatives from 
Internal Audit, Risk Management and Company Secretariat, 
and sponsored by the Chief Financial Officer, has led 
Pearson’s preparations for the revised Provision 29. The 
Committee – which has led the oversight of Provision 29 
readiness on the Board’s behalf – has regularly reviewed 
management’s proposals, provided input, challenged 
assumptions, and ensured that management’s proposed 
approach aligns with the aims of the new Code.

In late 2025, the Committee reviewed the final proposals from 
management in respect of material controls and the assurance 
framework and recommended to the Board that the proposals 
be endorsed for use throughout 2026. The Board confirmed its 
endorsement of the approach. You can read more detail in the 
sections below on our agreed approach.

In 2026, the Committee’s attention will shift to the review and 
oversight of the identified material controls, consideration of 
any areas of ineffectiveness or potential improvement, and 
preparation for future external reporting requirements.

Identification of material controls
A key responsibility under Provision 29 is for the Board to 
determine which internal controls it considers ‘material’ to 
Pearson – that is, those controls most critical to the long-term 
sustainability of the company. In order to identify the material 
controls, Pearson undertook a risk-based control mapping 
exercise. This process included:

 • Mapping Pearson’s principal risks and corresponding mitigating 
actions to their related control and governance activities

 • Formally documenting existing activities as controls 
and confirming control owners

 • Linking controls to the established SOX framework 
where relevant

 • Incorporating feedback from external advisers 
and peer discussions to benchmark our approach

 • Refining the controls based on an assessment of materiality

The resulting material controls span our seven principal risk 
categories, business units and Group-wide functions and take 
account of the examples provided in the FRC’s guidance.

You can read more about our principal risks and mitigating 
actions starting on page 57.

Assurance framework and pilot programme
A robust assurance framework has been established to support 
the Board’s future declaration of controls effectiveness. 

The assurance approach includes:

 • Cyclical testing by Internal Audit to ensure 100% coverage 
of material controls over a two-year cycle, with annual 
testing prioritised for higher-risk controls, those with lower 
existing levels of first or second line assurance, or those 
where Pearson has a lower risk tolerance

 • Annual management self-assessments and attestations, 
reviewed by Internal Audit, to ensure completeness and rigour

 • Reliance on SOX testing and existing external assurance 
where appropriate, to avoid duplication

 • Regular updates on control status and operation to the 
Board and its Committees through a range of risk deep-
dive sessions, which will ensure Board-level attention 
on every material control at least annually

 • Interim and final assurance reports to the Board and Audit 
Committee each year on material controls status

The Committee has concluded that this framework is 
appropriate as it balances risk, independence and efficiency, 
and will ensure that the Board receives reliable assurance over 
the controls most vital to Pearson’s success. The Committee 
recommended the framework to the Board, which accepted 
this recommendation.

In the second half of 2025, the Internal Audit team commenced 
a pilot assurance programme to test the design and 
effectiveness of 80% of the material controls. This pilot 
programme enabled:

 • Control owners to be familiarised with the requirements 
of the new framework, including control walkthroughs 
with Internal Audit

 • Evaluation of controls to ensure they met internal  
materiality criteria

 • Identification of any areas for improvement in existing 
control activity ahead of implementation

 • Opportunity to design, implement and calibrate the 
assurance and testing approach, reporting and tools

 • Assessment of resourcing impact for employees involved 
in the process

In February 2026, alongside its consideration of the Provision 
29 assessment for the 2025 financial year, the Board and 
Committee reviewed the results of the pilot assurance 
programme including the effectiveness status of the selected 
pilot controls.

Internal training and readiness
To prepare for the new requirements, comprehensive 
communications and training were rolled out to all control 
owners and Pearson Executive Management sponsors, led by 
the Internal Audit team. 

Internal Audit are providing ongoing support and guidance 
to control owners as we move into the first full year of 
compliance with the revised Provision 29.
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and confirming control owners

 • Linking controls to the established SOX framework 
where relevant

 • Incorporating feedback from external advisers 
and peer discussions to benchmark our approach

 • Refining the controls based on an assessment of materiality

The resulting material controls span our seven principal risk 
categories, business units and Group-wide functions and take 
account of the examples provided in the FRC’s guidance.

You can read more about our principal risks and mitigating 
actions starting on page 57.

Assurance framework and pilot programme
A robust assurance framework has been established to support 
the Board’s future declaration of controls effectiveness. 

The assurance approach includes:

 • Cyclical testing by Internal Audit to ensure 100% coverage 
of material controls over a two-year cycle, with annual 
testing prioritised for higher-risk controls, those with lower 
existing levels of first or second line assurance, or those 
where Pearson has a lower risk tolerance

 • Annual management self-assessments and attestations, 
reviewed by Internal Audit, to ensure completeness and rigour

 • Reliance on SOX testing and existing external assurance 
where appropriate, to avoid duplication

 • Regular updates on control status and operation to the 
Board and its Committees through a range of risk deep-
dive sessions, which will ensure Board-level attention 
on every material control at least annually

 • Interim and final assurance reports to the Board and Audit 
Committee each year on material controls status

The Committee has concluded that this framework is 
appropriate as it balances risk, independence and efficiency, 
and will ensure that the Board receives reliable assurance over 
the controls most vital to Pearson’s success. The Committee 
recommended the framework to the Board, which accepted 
this recommendation.

In the second half of 2025, the Internal Audit team commenced 
a pilot assurance programme to test the design and 
effectiveness of 80% of the material controls. This pilot 
programme enabled:

 • Control owners to be familiarised with the requirements 
of the new framework, including control walkthroughs 
with Internal Audit

 • Evaluation of controls to ensure they met internal  
materiality criteria

 • Identification of any areas for improvement in existing 
control activity ahead of implementation

 • Opportunity to design, implement and calibrate the 
assurance and testing approach, reporting and tools

 • Assessment of resourcing impact for employees involved 
in the process

In February 2026, alongside its consideration of the Provision 
29 assessment for the 2025 financial year, the Board and 
Committee reviewed the results of the pilot assurance 
programme including the effectiveness status of the selected 
pilot controls.

Internal training and readiness
To prepare for the new requirements, comprehensive 
communications and training were rolled out to all control 
owners and Pearson Executive Management sponsors, led by 
the Internal Audit team. 

Internal Audit are providing ongoing support and guidance 
to control owners as we move into the first full year of 
compliance with the revised Provision 29.
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Audit Committee report continued

The Committee reviewed the detail underpinning these factors 
as part of the 2025 year-end process. The Committee also 
reviewed all internal financial control deficiencies identified 
during the year and noted that the majority were remediated 
during 2025. The impact of any unremediated deficiencies on 
the financial statements was considered. Following these 
reviews, the Committee confirmed that Pearson’s risk 
management and internal control framework operated 
satisfactorily throughout the year.

The Board is ultimately accountable for effective risk 
management in Pearson and determines our strategic 
approach to risk. It confirms our enterprise risk management 
framework as well as our risk appetite targets. The involvement 
of the Board and Committee in the design, implementation, 
identification, monitoring and review of risks (including setting 
risk appetite and reviewing how risk is being embedded in our 
culture) is outlined in more detail in the Risk management 
section on page 56.

Preparing for revised Code Provision 29 
Following the publication of the revised UK Corporate 
Governance Code in January 2024, and throughout 2025, 
the Committee has closely overseen management’s response 
to the new requirements of Code Provision 29. This provision 
will require the Board to make an explicit declaration on the 
effectiveness of material controls as at the balance sheet date, 
beginning with the 2026 financial year. 

The Committee has been attentive to Pearson’s proposals to 
address the new Code requirements, with specific focus on: 
(i) the identification of ‘material controls’ including financial, 
operational, reporting and compliance controls; and (ii) the 
assurance that is in place to provide sufficient comfort to the 
Board in making the required declaration. 

As part of this work, we have challenged ourselves to 
concentrate on the controls that truly impact Pearson’s 
success or failure, in line with the FRC’s guidance.

A management working group including representatives from 
Internal Audit, Risk Management and Company Secretariat, 
and sponsored by the Chief Financial Officer, has led 
Pearson’s preparations for the revised Provision 29. The 
Committee – which has led the oversight of Provision 29 
readiness on the Board’s behalf – has regularly reviewed 
management’s proposals, provided input, challenged 
assumptions, and ensured that management’s proposed 
approach aligns with the aims of the new Code.

In late 2025, the Committee reviewed the final proposals from 
management in respect of material controls and the assurance 
framework and recommended to the Board that the proposals 
be endorsed for use throughout 2026. The Board confirmed its 
endorsement of the approach. You can read more detail in the 
sections below on our agreed approach.

In 2026, the Committee’s attention will shift to the review and 
oversight of the identified material controls, consideration of 
any areas of ineffectiveness or potential improvement, and 
preparation for future external reporting requirements.

Identification of material controls
A key responsibility under Provision 29 is for the Board to 
determine which internal controls it considers ‘material’ to 
Pearson – that is, those controls most critical to the long-term 
sustainability of the company. In order to identify the material 
controls, Pearson undertook a risk-based control mapping 
exercise. This process included:

 • Mapping Pearson’s principal risks and corresponding mitigating 
actions to their related control and governance activities

 • Formally documenting existing activities as controls 
and confirming control owners

 • Linking controls to the established SOX framework 
where relevant

 • Incorporating feedback from external advisers 
and peer discussions to benchmark our approach

 • Refining the controls based on an assessment of materiality

The resulting material controls span our seven principal risk 
categories, business units and Group-wide functions and take 
account of the examples provided in the FRC’s guidance.

You can read more about our principal risks and mitigating 
actions starting on page 57.

Assurance framework and pilot programme
A robust assurance framework has been established to support 
the Board’s future declaration of controls effectiveness. 

The assurance approach includes:

 • Cyclical testing by Internal Audit to ensure 100% coverage 
of material controls over a two-year cycle, with annual 
testing prioritised for higher-risk controls, those with lower 
existing levels of first or second line assurance, or those 
where Pearson has a lower risk tolerance

 • Annual management self-assessments and attestations, 
reviewed by Internal Audit, to ensure completeness and rigour

 • Reliance on SOX testing and existing external assurance 
where appropriate, to avoid duplication

 • Regular updates on control status and operation to the 
Board and its Committees through a range of risk deep-
dive sessions, which will ensure Board-level attention 
on every material control at least annually

 • Interim and final assurance reports to the Board and Audit 
Committee each year on material controls status

The Committee has concluded that this framework is 
appropriate as it balances risk, independence and efficiency, 
and will ensure that the Board receives reliable assurance over 
the controls most vital to Pearson’s success. The Committee 
recommended the framework to the Board, which accepted 
this recommendation.

In the second half of 2025, the Internal Audit team commenced 
a pilot assurance programme to test the design and 
effectiveness of 80% of the material controls. This pilot 
programme enabled:

 • Control owners to be familiarised with the requirements 
of the new framework, including control walkthroughs 
with Internal Audit

 • Evaluation of controls to ensure they met internal  
materiality criteria

 • Identification of any areas for improvement in existing 
control activity ahead of implementation

 • Opportunity to design, implement and calibrate the 
assurance and testing approach, reporting and tools

 • Assessment of resourcing impact for employees involved 
in the process

In February 2026, alongside its consideration of the Provision 
29 assessment for the 2025 financial year, the Board and 
Committee reviewed the results of the pilot assurance 
programme including the effectiveness status of the selected 
pilot controls.

Internal training and readiness
To prepare for the new requirements, comprehensive 
communications and training were rolled out to all control 
owners and Pearson Executive Management sponsors, led by 
the Internal Audit team. 

Internal Audit are providing ongoing support and guidance 
to control owners as we move into the first full year of 
compliance with the revised Provision 29.
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Audit Committee report continued

The Committee reviewed the detail underpinning these factors 
as part of the 2025 year-end process. The Committee also 
reviewed all internal financial control deficiencies identified 
during the year and noted that the majority were remediated 
during 2025. The impact of any unremediated deficiencies on 
the financial statements was considered. Following these 
reviews, the Committee confirmed that Pearson’s risk 
management and internal control framework operated 
satisfactorily throughout the year.

The Board is ultimately accountable for effective risk 
management in Pearson and determines our strategic 
approach to risk. It confirms our enterprise risk management 
framework as well as our risk appetite targets. The involvement 
of the Board and Committee in the design, implementation, 
identification, monitoring and review of risks (including setting 
risk appetite and reviewing how risk is being embedded in our 
culture) is outlined in more detail in the Risk management 
section on page 56.

Preparing for revised Code Provision 29 
Following the publication of the revised UK Corporate 
Governance Code in January 2024, and throughout 2025, 
the Committee has closely overseen management’s response 
to the new requirements of Code Provision 29. This provision 
will require the Board to make an explicit declaration on the 
effectiveness of material controls as at the balance sheet date, 
beginning with the 2026 financial year. 

The Committee has been attentive to Pearson’s proposals to 
address the new Code requirements, with specific focus on: 
(i) the identification of ‘material controls’ including financial, 
operational, reporting and compliance controls; and (ii) the 
assurance that is in place to provide sufficient comfort to the 
Board in making the required declaration. 

As part of this work, we have challenged ourselves to 
concentrate on the controls that truly impact Pearson’s 
success or failure, in line with the FRC’s guidance.

A management working group including representatives from 
Internal Audit, Risk Management and Company Secretariat, 
and sponsored by the Chief Financial Officer, has led 
Pearson’s preparations for the revised Provision 29. The 
Committee – which has led the oversight of Provision 29 
readiness on the Board’s behalf – has regularly reviewed 
management’s proposals, provided input, challenged 
assumptions, and ensured that management’s proposed 
approach aligns with the aims of the new Code.

In late 2025, the Committee reviewed the final proposals from 
management in respect of material controls and the assurance 
framework and recommended to the Board that the proposals 
be endorsed for use throughout 2026. The Board confirmed its 
endorsement of the approach. You can read more detail in the 
sections below on our agreed approach.

In 2026, the Committee’s attention will shift to the review and 
oversight of the identified material controls, consideration of 
any areas of ineffectiveness or potential improvement, and 
preparation for future external reporting requirements.

Identification of material controls
A key responsibility under Provision 29 is for the Board to 
determine which internal controls it considers ‘material’ to 
Pearson – that is, those controls most critical to the long-term 
sustainability of the company. In order to identify the material 
controls, Pearson undertook a risk-based control mapping 
exercise. This process included:

 • Mapping Pearson’s principal risks and corresponding mitigating 
actions to their related control and governance activities

 • Formally documenting existing activities as controls 
and confirming control owners

 • Linking controls to the established SOX framework 
where relevant

 • Incorporating feedback from external advisers 
and peer discussions to benchmark our approach

 • Refining the controls based on an assessment of materiality

The resulting material controls span our seven principal risk 
categories, business units and Group-wide functions and take 
account of the examples provided in the FRC’s guidance.

You can read more about our principal risks and mitigating 
actions starting on page 57.

Assurance framework and pilot programme
A robust assurance framework has been established to support 
the Board’s future declaration of controls effectiveness. 

The assurance approach includes:

 • Cyclical testing by Internal Audit to ensure 100% coverage 
of material controls over a two-year cycle, with annual 
testing prioritised for higher-risk controls, those with lower 
existing levels of first or second line assurance, or those 
where Pearson has a lower risk tolerance

 • Annual management self-assessments and attestations, 
reviewed by Internal Audit, to ensure completeness and rigour

 • Reliance on SOX testing and existing external assurance 
where appropriate, to avoid duplication

 • Regular updates on control status and operation to the 
Board and its Committees through a range of risk deep-
dive sessions, which will ensure Board-level attention 
on every material control at least annually

 • Interim and final assurance reports to the Board and Audit 
Committee each year on material controls status

The Committee has concluded that this framework is 
appropriate as it balances risk, independence and efficiency, 
and will ensure that the Board receives reliable assurance over 
the controls most vital to Pearson’s success. The Committee 
recommended the framework to the Board, which accepted 
this recommendation.

In the second half of 2025, the Internal Audit team commenced 
a pilot assurance programme to test the design and 
effectiveness of 80% of the material controls. This pilot 
programme enabled:

 • Control owners to be familiarised with the requirements 
of the new framework, including control walkthroughs 
with Internal Audit

 • Evaluation of controls to ensure they met internal  
materiality criteria

 • Identification of any areas for improvement in existing 
control activity ahead of implementation

 • Opportunity to design, implement and calibrate the 
assurance and testing approach, reporting and tools

 • Assessment of resourcing impact for employees involved 
in the process

In February 2026, alongside its consideration of the Provision 
29 assessment for the 2025 financial year, the Board and 
Committee reviewed the results of the pilot assurance 
programme including the effectiveness status of the selected 
pilot controls.

Internal training and readiness
To prepare for the new requirements, comprehensive 
communications and training were rolled out to all control 
owners and Pearson Executive Management sponsors, led by 
the Internal Audit team. 

Internal Audit are providing ongoing support and guidance 
to control owners as we move into the first full year of 
compliance with the revised Provision 29.
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Audit Committee report continued

The Committee reviewed the detail underpinning these factors 
as part of the 2025 year-end process. The Committee also 
reviewed all internal financial control deficiencies identified 
during the year and noted that the majority were remediated 
during 2025. The impact of any unremediated deficiencies on 
the financial statements was considered. Following these 
reviews, the Committee confirmed that Pearson’s risk 
management and internal control framework operated 
satisfactorily throughout the year.

The Board is ultimately accountable for effective risk 
management in Pearson and determines our strategic 
approach to risk. It confirms our enterprise risk management 
framework as well as our risk appetite targets. The involvement 
of the Board and Committee in the design, implementation, 
identification, monitoring and review of risks (including setting 
risk appetite and reviewing how risk is being embedded in our 
culture) is outlined in more detail in the Risk management 
section on page 56.

Preparing for revised Code Provision 29 
Following the publication of the revised UK Corporate 
Governance Code in January 2024, and throughout 2025, 
the Committee has closely overseen management’s response 
to the new requirements of Code Provision 29. This provision 
will require the Board to make an explicit declaration on the 
effectiveness of material controls as at the balance sheet date, 
beginning with the 2026 financial year. 

The Committee has been attentive to Pearson’s proposals to 
address the new Code requirements, with specific focus on: 
(i) the identification of ‘material controls’ including financial, 
operational, reporting and compliance controls; and (ii) the 
assurance that is in place to provide sufficient comfort to the 
Board in making the required declaration. 

As part of this work, we have challenged ourselves to 
concentrate on the controls that truly impact Pearson’s 
success or failure, in line with the FRC’s guidance.

A management working group including representatives from 
Internal Audit, Risk Management and Company Secretariat, 
and sponsored by the Chief Financial Officer, has led 
Pearson’s preparations for the revised Provision 29. The 
Committee – which has led the oversight of Provision 29 
readiness on the Board’s behalf – has regularly reviewed 
management’s proposals, provided input, challenged 
assumptions, and ensured that management’s proposed 
approach aligns with the aims of the new Code.

In late 2025, the Committee reviewed the final proposals from 
management in respect of material controls and the assurance 
framework and recommended to the Board that the proposals 
be endorsed for use throughout 2026. The Board confirmed its 
endorsement of the approach. You can read more detail in the 
sections below on our agreed approach.

In 2026, the Committee’s attention will shift to the review and 
oversight of the identified material controls, consideration of 
any areas of ineffectiveness or potential improvement, and 
preparation for future external reporting requirements.

Identification of material controls
A key responsibility under Provision 29 is for the Board to 
determine which internal controls it considers ‘material’ to 
Pearson – that is, those controls most critical to the long-term 
sustainability of the company. In order to identify the material 
controls, Pearson undertook a risk-based control mapping 
exercise. This process included:

 • Mapping Pearson’s principal risks and corresponding mitigating 
actions to their related control and governance activities

 • Formally documenting existing activities as controls 
and confirming control owners

 • Linking controls to the established SOX framework 
where relevant

 • Incorporating feedback from external advisers 
and peer discussions to benchmark our approach

 • Refining the controls based on an assessment of materiality

The resulting material controls span our seven principal risk 
categories, business units and Group-wide functions and take 
account of the examples provided in the FRC’s guidance.

You can read more about our principal risks and mitigating 
actions starting on page 57.

Assurance framework and pilot programme
A robust assurance framework has been established to support 
the Board’s future declaration of controls effectiveness. 

The assurance approach includes:

 • Cyclical testing by Internal Audit to ensure 100% coverage 
of material controls over a two-year cycle, with annual 
testing prioritised for higher-risk controls, those with lower 
existing levels of first or second line assurance, or those 
where Pearson has a lower risk tolerance

 • Annual management self-assessments and attestations, 
reviewed by Internal Audit, to ensure completeness and rigour

 • Reliance on SOX testing and existing external assurance 
where appropriate, to avoid duplication

 • Regular updates on control status and operation to the 
Board and its Committees through a range of risk deep-
dive sessions, which will ensure Board-level attention 
on every material control at least annually

 • Interim and final assurance reports to the Board and Audit 
Committee each year on material controls status

The Committee has concluded that this framework is 
appropriate as it balances risk, independence and efficiency, 
and will ensure that the Board receives reliable assurance over 
the controls most vital to Pearson’s success. The Committee 
recommended the framework to the Board, which accepted 
this recommendation.

In the second half of 2025, the Internal Audit team commenced 
a pilot assurance programme to test the design and 
effectiveness of 80% of the material controls. This pilot 
programme enabled:

 • Control owners to be familiarised with the requirements 
of the new framework, including control walkthroughs 
with Internal Audit

 • Evaluation of controls to ensure they met internal  
materiality criteria

 • Identification of any areas for improvement in existing 
control activity ahead of implementation

 • Opportunity to design, implement and calibrate the 
assurance and testing approach, reporting and tools

 • Assessment of resourcing impact for employees involved 
in the process

In February 2026, alongside its consideration of the Provision 
29 assessment for the 2025 financial year, the Board and 
Committee reviewed the results of the pilot assurance 
programme including the effectiveness status of the selected 
pilot controls.

Internal training and readiness
To prepare for the new requirements, comprehensive 
communications and training were rolled out to all control 
owners and Pearson Executive Management sponsors, led by 
the Internal Audit team. 

Internal Audit are providing ongoing support and guidance 
to control owners as we move into the first full year of 
compliance with the revised Provision 29.
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Governance

Audit Committee report continued

Independent assurance

The Committee assessed the coverage of independent assurance 
by reviewing the annual internal audit and compliance plans 
against the Group’s controls governance process.

Internal audit effectiveness

The Committee considered that the Internal Audit function 
remained effective and provided a comprehensive level of 
assurance through its programme of work. 

The Internal Audit team has reviewed and ensured compliance 
with the revised IIA Standards. The revised Standards became 
effective in 2025. The team also remains compliant with the 
International Professional Practices Framework (IPPF). 

The Audit Committee has commissioned an external 
assessment of the internal audit function every five years to 
assess the performance and effectiveness of the Internal Audit 
department. The next scheduled assessment against the new 
Standards commenced in 2025 and will complete in 2026.

The last assessment was completed in 2021 and no areas 
reviewed were considered to be of concern. 

Internal audit

The Internal Audit team has focused on the development of 
our processes and frameworks to align with both new Institute 
for Internal Audit (IIA) standards and the requirements of the 
function for the revised Corporate Governance Code. This has 
included training for the full team and the wider business. 

An updated Internal Audit Charter has been approved by the 
Committee and communicated to management, thereby 
refreshing understanding of responsibilities for internal controls 
and their verification, based on the three lines of defence model. 

The Committee reviewed and challenged:

•  internal Audit’s programme of work and resources and 
approved its annual plan and budget;

•  the level and nature of assurance activity performed by 
Internal Audit;

•  results of audits and other significant findings, including 
the adequacy and timeliness of management’s response;

• staffing, reporting and effectiveness of divisional audit; and

• independent assurance.

Fraud risk & ECCTA

The Committee has reviewed management’s progress in 
implementing required developments to comply with ECCTA. 
The Committee considered the controls in place to mitigate 
fraud risk and received a report from Internal Audit and other 
compliance functions to confirm controls are effective. The 
Committee will continue to regularly assess best practice for 
ECCTA compliance over the course of 2026.

Cyber and information security risk

The risk of a cyber security incident is considered to be one of 
the Group’s principal risks. More information on this risk can  
be found on page 37.

Updates on cyber and information security were presented 
to the Committee by the Supply Chain Director, Head of 
Information Security and the Director of Infrastructure and 
Service Delivery at the Committee meetings in April and 
September. Areas considered by the Committee during these 
updates included threat landscape, cyber insurance, and 
access controls.

There were no significant information security breaches 
during the year and there have been no such breaches during 
the preceding three-year period. The Board received training 
from A&O Shearman on cyber security and the wider threat 
landscape. All members of the Audit Committee attended  
this training.

Divisional controls

Members of senior management are regularly invited to 
Audit Committee meetings to discuss financial reporting, 
succession planning, risk management, and controls in their 
business areas. During the year, this included updates from:

• the Trade Finance Director who set out her team’s priorities, 
risks and opportunities;

• the Head of Compliance for the Trade division who also 
presented to the Committee on the progress of the UK depot 
compliance programme;

• the Supply Chain Director who attended to present on SAP 
controls and cyber security;

• the UK Commercial Finance Director who presented 
feedback from the review of the ESG limited assurance 
engagement; and

• the Commercial Director who provided an update on Supply 
Chain management.

Whistleblowing

Complaints on accounting, risk issues, internal controls, 
auditing issues and related matters are reported to the Audit 
Committee as appropriate. Oversight of the Company’s 
whistleblowing policy is a matter considered by the Board.  
The Board receives biannual updates on whistleblowing 
statistics and trends (see pages 76 and 77).

Conflicts of interest and related parties

The Companies Act 2006 places a duty upon Directors to 
ensure that they do not, without the Company’s prior consent, 
place themselves in a position where there is a conflict, or 
possible conflict, between the duties they owe the Company 
and either their personal interests or other duties they owe 
to a third party. If any Director becomes aware that they, or 
any party connected to them, have an interest in an existing 
or proposed transaction with the Company, they must notify 
the Board as soon as practicable. The Board has the authority 
to authorise a conflict if it is determined that to do so would 
be in the best interests of the Company. The Audit Committee 
reviews the output of this process annually to ensure it is 
appropriately monitored.

By order of the Board

Tim Lodge

Audit Committee Chair 

25 February 2026

Case study

Provision 29 readiness and material controls
The 2024 version of the UK Corporate Governance Code 
has introduced a new Provision (Provision 29), requiring 
boards to monitor their company’s risk management 
and internal control framework and, at least annually, to 
conduct a review of its effectiveness. For financial years 
beginning on or after 1 January 2026, a description of 
how the Board monitored and reviewed the effectiveness 
of the framework, a declaration of the effectiveness 
of material controls, and a description of any material 
controls that have not operated effectively (including 
action taken or proposed to improve them) must be 
reported in the annual report.

In readiness for these changing requirements, Howdens 
has completed a three-year Company-wide readiness 
project. Sponsored jointly by the CEO and CFO with the 
oversight of the Audit Committee, the Key Controls Project 
was a wide-reaching improvement programme to further 
improve our governance, controls and evidence. A key 
objective of the project was to retain Howdens’ culture of 
empowered, entrepreneurial teams operating efficiently 
while demonstrating effective control and governance.

Our approach mapped our principal risks as well as wider 
legal, financial, compliance and operational risk areas to a 
revised governance framework with clear accountability 
for each Executive Committee member. To do this we have 
revised our risk appetite matrix and developed a clear link to 
both operational and financial materiality, ensuring that our 
governance approach focuses on truly material controls,  

while allowing the business to keep track of its wider 
operational control effectiveness.

For each area, a control framework was developed, 
focused on providing the Executive member responsible 
with appropriate information and evidence to ensure 
it remains effective. Directly aligned with our deeply 
embedded risk management process, all control owners 
and reviewers are responsible for understanding 
individual, evidenced risks in their area and signing off 
that controls are effective and have fully operated during 
the period.

Throughout the project we have aimed for a clear and 
efficient process, covering governance and controls 
to manage both Economic Crime and Corporate 
Transparency Act 2023 (ECCTA) and the revised UK 
Corporate Governance Code in one simple process.  
We have upgraded our governance, risk and compliance 
(GRC) tooling, which was already familiar to the business, 
to provide both management sign-off of control 
effectiveness and evidence management to support it. 
Our GRC solution is directly linked with our 3rd line Internal 
Audit activity, providing a clear link between control 
sign-off, review and assurance activity for the Executive 
Committee and Audit Committee.

The Audit Committee anticipates that it will report in  
full against Provision 29 in the 2026 Annual Report  
and Accounts.
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Molten Ventures FY26 ARA, p. 66, 76, 101

Example 10

External review
The Group commissions quarterly compliance 
monitoring reports from IQ-EQ. Langham 
Hall UK Depositary LLP continues to provide 
depositary services for the Company and 
Molten Ventures’ Irish Co-Invest vehicle, 
including asset safekeeping, oversight, 
and reporting. Representatives of the 
Depositary attended a meeting of the 
ARVC following financial year end to report 
on activity completed and any associated 
recommendations, with no items identified as 
being high risk or in need of remedial action.

Whistleblowing
The Group operates an established 
Whistleblowing Policy which allows 
employees to confidentially raise concerns 
regarding any suspected impropriety, 
including in the areas of financial reporting, 
controls, or other risk management issues. 
This policy applies to all Molten Ventures 
personnel and is reinforced through 
periodic training to ensure awareness and 
understanding.

Material controls 
framework and  
Provision 29
A significant governance development 
during FY26 has been the Group’s 
preparation for the new internal controls 
reporting requirements under Provision 29 
of the 2024 UK Corporate Governance Code 
(“Provision 29”). Provision 29 requires boards 
to make a declaration on the effectiveness of 
their material internal controls, and will first 
apply to the Company for accounting periods 
beginning 1 April 2026, meaning the first 
required disclosure is due to appear in the 
FY27 Annual Report.

During FY26, the Board, through the 
ARVC, has overseen the development of a 
comprehensive Material Controls Framework, 
which identifies and maps 40 material 
controls across the Group, organised into 
four primary categories aligned with the 
2024 Code:

• Financial Controls (9 controls) — 
covering financial reporting, treasury 
management, tax compliance, and 
accounting integrity, including budget 
preparation and approval, management 
accounts production, cash flow 
forecasting, bank reconciliations and 
payment controls, FX risk management, 
treasury and debt covenant compliance, 
group consolidation, IFRS compliance, 
and tax planning;

• Operational Controls (10 controls) — 
covering investment decision-making, 
investment valuations, portfolio 
monitoring, investment AML/KYC, due 
diligence, IT systems and cybersecurity, 
business continuity and disaster 
recovery, third-party service provider 
oversight, data protection and UK GDPR 
compliance, fund administration, and ERP 
system integrity;

• Reporting Controls (10 controls) — 
covering annual report production, 
interim results, RIS and market 
announcements, sustainability reporting, 
risk disclosure, viability statement, 
corporate governance disclosures, 
directors’ remuneration reporting, 
financial promotions, and prudential 
regulatory reporting; and

• Compliance Controls (11 controls) 
— covering FCA regulatory 
compliance (AIFMD), SM&CR and 
fitness and propriety, conflicts of 
interest management, market abuse 
prevention, anti-bribery and corruption, 
whistleblowing, workforce competence 
and compliance awareness, modern 
slavery and human rights, board and 
committee effectiveness, client money 
and asset safeguarding, and investor 
AML/KYC.

The framework applies a proportionate, 
risk-based approach to control classification, 
recognising four control types: Elevated Key 
Controls (individual process-level controls 
requiring granular oversight); Cluster Controls 
(groupings of related controls addressing 
a specific risk); Entity-Level Controls 
(organisation-wide pervasive controls); 
and Single-Risk Frameworks (specialised 
frameworks for specific principal risks, such as 
the Investment Valuation Process and the FCA 
Regulatory Compliance framework).

The ARVC has reviewed and considered 
the framework in detail during FY26. The 
Committee confirmed that no member had 
any concern that the Company’s internal 
control environment was inadequate or that 
control failures were going unidentified or 
unaddressed. The framework is targeted for 
substantial completion during summer 2026, 
with the Board’s Provision 29 declaration to 
be made in the FY27 Annual Report. Further 
detail on the Committee’s oversight due 
of this work is set out in the Audit, Risk and 
Valuations Committee Report on page 99.

Risk framework updates 
in FY26
The following enhancements to the 
risk governance framework were made 
during FY26:

• Risk management platform — the Molten 
Ventures Corporate Risk Register was 
fully migrated onto a specialist third party 
platform during the year, enabling more 
dynamic, real-time risk monitoring and 
reporting, and supporting the tracking 
of risk ownership, mitigation actions, 
and control effectiveness in line with the 
enhanced expectations of Provision 29;

• Updated terms of reference — the ARVC’s 
terms of reference were updated to 
reflect the requirements of the 2024 UK 
Corporate Governance Code, including 
the Committee’s oversight role in 
relation to material internal controls, and 
to clarify the distinction between the 
Committee’s governance responsibilities 
and the regulatory responsibilities of the 
Alternative Investment Fund Manager 
(AIFM);

• Revised Group Valuation Policy — the 
Group Valuation Policy was updated in 
response to the FCA’s Private Market 
Valuations Review feedback and 
revised IPEV guidelines, including 
the introduction of a formal ad hoc 
revaluation process and updated 
scenario-based OPM methodology; and

• Financial Position and Prospects 
Procedures (“FPPP”) — the FPPP was 
updated following its annual review, 
providing the ARVC with assurance over 
the internal controls and associated 
processes in place at the Company.

• New compliance platform — A new 
internally developed compliance 
platform was adopted for tracking 
notification and approval flows, bi-annual 
attestations, and annual fitness and 
propriety assessments.

• Internal development of a new Material 
Controls Framework as described above. 

Principal risks
Principal risks are those that could, 
individually or in combination, materially 
impact the performance, strategic objectives, 
business model, or reputation of the Group. 
These risks are drawn from the Corporate 
Risk Register and are assessed by both the 
Executive Team and the ARVC on an ongoing 
basis. The Committee formally reviews the 
Group’s principal risks at least annually, 
evaluating whether the risk profile remains 
appropriate in light of internal developments, 
changes in market conditions, and the 
external macroeconomic environment.

The Group’s principal risks and uncertainties, 
plotted by likelihood and potential impact, 
are summarised in the risk movement 
summary below, with full descriptions 
provided on the following pages. These 
risks are subject to regular monitoring, and 
mitigation measures are documented in the 
Corporate Risk Register.

In FY26, the Group’s principal risk framework 
has been restructured to better align with 
the 2024 UK Corporate Governance Code’s 
distinction between regulatory compliance 
and financial reporting risks. This has 
resulted in two principal risks: Regulatory 

& compliance (Risk 7), restructured to 
reflect the Group’s continuing obligations 
including evolving FCA requirements 
and AIFMD developments, and Financial 
reporting integrity (Risk 8), presented as 
a new standalone risk having previously 
been embedded within Risk 7. This is 
a presentational change; the Group’s 
underlying controls framework is unchanged, 
with work undertaken in the year directed 
specifically at supporting the new Provision 
29 internal controls declaration.
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Principal Risk Rankings and Year-on-Year Movement
Previous 
Year Movement

1. Macroeconomic environment 1  No change

2. Geopolitical protectionism 2  No change

3. Capital market volatility 3  No change

4. Cyber security &AI 7  Up 3 places

5. Key personnel 4  Down 1 place

6. Liquidity and access to capital 5  Down 1 place

7. Regulatory & compliance NEW  New principal risk

8. Financial reporting integrity NEW  New principal risk

9. Climate change 6  Down 3 places

10. Risk profile of venture investing 8  Down 2 places

Key  
  Increasing risk        Static risk        Decreasing risk

Emerging risks
Emerging risks are defined as risks that have 
not yet materialised to the extent required to 
be classified as ‘principal’ but which could, 
in time, significantly impact the Group’s 
operations, strategy, or investment model. 
These are identified through structured 
horizon scanning, internal scenario analysis, 
regulatory developments, and insights from 
external advisers and industry bodies. The 
ARVC, in consultation with the Executive 
Directors and General Counsel, monitors the 
following emerging risks:

• Wider regulatory developments: The 
Group continues to monitor a range of 
regulatory developments, including: 
anticipated publication of FCA rules 
relating to the UK AIFM reforms; updated 
Listing Rules; enhanced and evolving 
reporting requirements (including 
Provision 29, which transitions from 
emerging to principal risk in FY27); 
and the continued risk of divergence 
between the EU and UK in a post-Brexit 
legislative environment.

• Shifting investor and regulatory 
expectations on sustainability: Increasing 
expectations from institutional investors 
and regulators on sustainability 
integration, climate risk disclosure, and 
net zero transition plans may introduce 
additional compliance burdens. 
The Group continues to monitor 
developments in mandatory climate and 
sustainability reporting frameworks and 
their implications for the Group and its 
portfolio companies.

• Cyber resilience and third-party 
dependencies: As operational complexity 
and digital interconnectivity increase, 
exposure to cyber threats, particularly 
through third-party service providers, 
poses a growing risk to business 
continuity, data security, and reputational 
integrity. The increasing use of AI and 
automation tools by service providers, 
including audit firms, introduces new 
governance considerations that the 
Group is actively monitoring.

These emerging risks are not currently 
classified as principal but are subject to 
ongoing assessment. If any are determined 
to meet the materiality threshold, they will be 
reclassified accordingly and incorporated into 
the principal risk register with appropriate 
governance and mitigation plans.
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9. Climate change 

Physical and 
Transition-related 
climate risks       
Link to KPIs  
1, 3, 4, 6

Potential impact
• Transitioning to a lower-carbon economy will 

entail policy, legal, technology, and market 
changes to address mitigation and adaptation 
requirements related to climate change

• Physical risk of climate change-related events 
directly impacting upon the Company or its 
people, or the companies and personnel within 
the Molten Ventures portfolio

• Changing and potentially divergent stakeholder 
and regulatory expectations around the 
approach to climate change at a Group and/or 
portfolio level

Risk management and mitigation
• Adherence to the Company’s Sustainability Policy 

and Climate Strategy to integrate consideration 
of climate-related risks and opportunities 
throughout the Group’s activities

• Continued climate-related engagement with 
portfolio companies and key suppliers as a 
component part of Molten’s Climate Strategy

• Continued climate-related reporting supported 
by external domain experts

Changes/activities during the year
• Continued engagement with portfolio companies 

on climate-related topics to build literacy and 
develop client-orientated strategies

• Continued climate-related reporting supported 
by external domain experts, as set out in the 
Sustainability Report

• A proportion of variable pay for Executive 
Directors and all employees linked to completion 
of Sustainability KPIs, which include climate-
orientated goals

• Sustainability Committee oversight of climate-
related governance and reporting throughout 
the year

• Delivery of 100% of the Company’s FY26 
Sustainability KPIs (see page 59)  

Focus for FY27 
• Delivery of the Company’s FY27 

Sustainability KPIs

• Continued development and delivery against 
the Company’s Climate Strategy

• Continued engagement with our portfolio on 
climate-related topics including carbon footprint 
measurement and GHG-reduction plans

• Evolution and development of the application 
of climate considerations within the valuations 
process

Our principal risks continued

8. Financial reporting integrity 

Accurate, 
complete, and 
compliant financial 
and non-financial 
reporting   
Link to KPIs  
1, 2, 3, 5

NEW PRINCIPAL RISK –

This risk has been 
separated out from 
the Group’s broader 
compliance risk in FY26 
to more clearly delineate 
financial reporting integrity 
as a discrete risk category, 
in line with the way 
the 2024 UK Corporate 
Governance Code 
distinguishes between 
compliance and reporting 
risks. The Group’s 
underlying controls 
framework is unchanged; 
the work undertaken in 
the year has been directed 
at supporting the new 
Provision 29 internal 
controls declaration.

Potential impact
• Material misstatement in the financial statements, 

whether through error or fraud, could result 
in restatement, regulatory action, reputational 
damage, and loss of investor confidence

• Failure to produce timely, accurate, and compliant 
interim and annual reports could result in 
regulatory sanction and adverse market reaction

• Inaccurate or misleading market announcements 
could result in regulatory action under UK MAR 
and reputational damage

• Failure to maintain effective controls over the 
valuation of unlisted investments — the most 
significant area of judgement in the financial 
statements — could result in material misstatement

• Inadequate controls over non-financial reporting 
(including sustainability disclosures) could result in 
regulatory action and reputational damage

• Failure to make a compliant Provision 29 
declaration in the FY27 Annual Report could result 
in adverse regulatory and investor action

Risk management and mitigation
• Multi-stage review process for annual and 

interim reports, with Board and ARVC approval

• Investment Valuation Process governed by a 
single valuation policy, ring-fenced from the 
investment team, incorporating a four-eyes 
review and ARVC oversight

• Management reporting prepared monthly with a 
three-step review process; 

• Dual authorisation required for all material 
payments; bank reconciliations completed within 
two working days

• CFO/Company Secretary sign-off process for all 
RIS announcements, with legal and compliance 
review for material announcements

• Annual review of accounting policies; external 
tax adviser oversight with documented review 
and approval processes

• Fund Controller review and approval of all fund 
administration packs prior to release or use for 
financial reporting

Changes/activities during the year
• Material Controls Framework developed during 

FY26, identifying 40 material controls across four 
categories (Financial, Operational, Reporting, and 
Compliance), aligned to the 2024 UK Corporate 
Governance Code Provision 29

• ARVC confirmed satisfaction with the internal 
control environment and endorsed the Company’s 
approach to Provision 29 preparation at its March 
2026 meeting

• FRC’s revised Provision 29 guidance published 
during the year, confirming a more flexible, 
proportionate, and principles-based approach; 
first application for the Company is for accounting 
periods beginning 1 April 2026

• Updated Group Valuation Policy approved, 
incorporating revised IPEV guidelines and FCA 
PMVR feedback

• Adoption of an updated Financial Crime Risk 
Assessment to include qualitative narratives 
and quantitative scoring following FCA industry 
feedback on best practices. 

• Risk management platform fully operational, 
supporting real-time risk monitoring and control 
effectiveness tracking

• PwC audit for FY26 completed with no material 
misstatements identified. Improved collaboration 
and process efficiency noted

Focus for FY27 
• Finalisation of the Material Controls Framework 

and preparation of the Board’s first Provision 29 
declaration for the FY27 Annual Report

• Monitoring of first-wave Provision 29 disclosures 
(calendar year-end reporters) to inform the 
Company’s own reporting approach

• Continued development of the annual 
effectiveness assessment process for material 
controls

Key  
  Increasing risk        Static risk        Decreasing risk

Key  
  Increasing risk        Static risk        Decreasing risk
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operates, and that at least one member has recent and relevant 
financial experience. Details of the qualifications and experience of 
each member are set out in the Board of Directors section on pages 
84 and 85.

The Committee met five times during the year. Attendance at each 
meeting is set out in the Corporate Governance Statement on page 
83. PwC attended all meetings at which audit matters were discussed. 
The Chief Financial Officer, General Counsel and Finance Director, 
and Company Secretary attended all meetings in their respective 
capacities. The Committee also met with PwC without management 
present at the June 2025 meeting.

The Chair transition took effect at the AGM on 8 July 2025. Grahame 
Cook remained an active member of the Committee throughout 
FY26, participating in all meetings and contributing to discussions 
on valuations, audit oversight, and the Provision 29 framework. The 
Committee is satisfied that the transition has been completed in an 
orderly manner and that the Committee’s effectiveness has been 
maintained throughout.

Financial reporting and valuations
The Committee is responsible for ensuring that the financial statements 
provide a fair, balanced and understandable assessment of the 
Group’s financial performance, position and prospects. During the 
year, we reviewed the interim financial statements and recommended 
the approval of the full-year results, considering key accounting 
estimates and judgements, and the appropriateness of the Group’s 
accounting policies. Valuation of unlisted investments continues to be 
a core area of focus. In line with the International Private Equity and 
Venture Capital Valuation Guidelines (IPEV), the Committee reviewed 
and robustly challenged management’s valuation methodologies and 
assumptions. Multiple meetings were dedicated to these reviews, 
ensuring that valuations reflected market conditions, performance 
metrics and risk considerations. The Committee was satisfied that the 
methodologies applied were appropriate and that the resulting fair 
values were reasonable.

Key valuation judgements
The Committee gave particular attention to the impact of market 
conditions on portfolio valuations during the year and is satisfied that 
the valuations presented in the financial statements reflect fair value in 
accordance with IFRS 13 and the IPEV Guidelines.

The Committee noted the updated IPEV Valuation Guidelines 
(December 2025), with early adoption encouraged ahead of the 
1 April 2026 effective date. The principal enhancements relate to 
additional guidance on the valuation of early-stage investments with 
complex capital structures, clarifying that where a longer holding 
period is expected prior to exit, the Current Value Method ("CVM") 
alone may not reflect a Market Participant’s perspective, and that 
scenario-based methods, the Option Pricing Method ("OPM"), or a 
hybrid approach warrant consideration alongside CVM. The guidelines 
do not prescribe any specific method; OPM and scenario-based 
approaches have always formed part of the available methodology. 
The Committee was informed that no material change to reported 
valuations was anticipated, as these approaches had already been 
applied in practice. The updated Group Valuation Policy, aligned to 
the revised IPEV Guidelines, was approved by the Committee at its 
April 2026 meeting.

FCA Private Market Valuations Review
In September 2025, the Company received a letter from the Financial 
Conduct Authority (“FCA”) concluding its engagement with the 
Company as part of the Multi Firm Private Market Valuations Review. 
The letter thanked the Company for its contribution and confirmed 
that no further queries or recommendations. The Committee reviewed 
the Company’s response to the FCA’s feedback. The most substantive 
recommendation - the introduction to the Group Valuation Policy of 
a formal revaluation process for ad hoc events outside of periodic 
financial reporting cycles - had been incorporated into the revised 
Group Valuation Policy approved at the June 2025 meeting. The 
Committee is satisfied that the Company’s valuation governance has 
been enhanced in response to the FCA’s feedback and that the key 
themes of the review, particularly in relation to conflict management 
and valuation responsiveness, have been appropriately addressed.

Going concern and viability
The Committee assessed the Group’s going concern status and 
longer-term viability in the context of financial forecasts and stress 
testing scenarios. The going concern analysis modelled both a base 
case and a ‘severe but plausible’ downside scenario, incorporating the 
levers available to the Company including the revolving credit facility, 
operational expenditure management, and acceleration of asset 
realisations.

The Committee noted the availability of the £60 million revolving 
credit facility as a potential bridge to realisations and the strong cash 
position following the post-year end Revolut secondary transaction 
which generated proceeds of approximately £63 million. The 
Committee concluded that it was appropriate to prepare the financial 
statements on a going concern basis.

The longer-term viability statement covers a three-year period, 
reflecting the Company’s debt repayment profile and investment 
planning horizon. The Committee reviewed the scenarios modelled, 
including concentration risk, valuations risk and realisations risk, and 
was satisfied that the viability statement, which can be found on  
page 79, was appropriate.

Risk Management and Internal Control 
Framework
The Committee reviewed the Group’s risk management and 
internal control systems, which are designed to manage rather than 
eliminate risk and to support the achievement of strategic objectives. 
Responsibility for implementing and maintaining these controls lies 
with management; the Committee’s role is one of oversight. Further 
detail on the Company’s approach to risk management, including 
the risk framework and mitigation strategies, is set out in the Risk 
Management section of the Strategic Report on pages 65 to 67.

The Committee periodically reviewed the consolidated corporate risk 
register, maintained by the Group General Counsel and Compliance 
Officer with input from senior management. Each risk is scored on a 
likelihood and impact basis, with controls assessed for effectiveness. 
The Committee pays particular attention to principal risks and 
uncertainties and emerging risks, reviewing mitigation strategies 
against the Board-approved risk appetite. During the year, the 
Committee noted the shifting macroeconomic backdrop, including 
US tariff disruption, continued geopolitical tensions, elevated inflation, 
and the SaaS sell-off in the second half of the year, and considered the 
implications for the Company’s principal risks.

The Group’s internal control systems are structured around 
documented delegation of authority, investment policies, legal and 
compliance protocols and financial controls, supplemented by policies 
communicated throughout the Group and by regular management 
reporting. The Group has maintained a comprehensive Financial 
Position and Prospects Procedures ("FPPP") memorandum since its 
move to the Main Market in 2021. This operated as a live document 
that evolved to capture the Company’s internal control framework, 
documenting key processes, controls and reporting lines relevant 
to the preparation of financial statements and management of the 
business. The ARV Committee last reviewed the FPPP memorandum 
at its June 2025 meeting. This framework has now been succeeded 
by the Company’s work on compliance with Provision 29 of the 
2024 Code (effective for financial years beginning on or after 
1 January 2026), through which the Committee has overseen a 
comprehensive mapping of the Company’s material controls as 
described below.

FRC Code Provision 29 — Internal 
controls
A key area of focus during FY26 has been the Committee’s work in 
preparing for the new internal controls reporting requirements under 
Provision 29 of the 2024 UK Corporate Governance Code (“Provision 
29”), which requires Boards to make a declaration on the effectiveness 
of their material internal controls. Provision 29 will first apply to the 
Company for accounting periods beginning 1 April 2026, meaning the 
first required disclosure will appear in the FY27 Annual Report.

Building on the Company’s already robust internal controls framework, 
the Committee has overseen significant work during FY26 to enhance 
and formalise the reporting infrastructure required under Provision 29. 
This included a comprehensive controls mapping exercise covering 
over 40 controls across multiple business areas, aligned to the 
Company’s principal risks, which served to document and articulate 
the strength of controls already embedded across the business. This 
work was led by the Company Secretary, Finance team and legal and 
compliance teams, with oversight from the Committee at each of its 
meetings during the year. Post year end the Policies & Procedures 
Committee’s terms of reference were approved with delegated 
responsibilities from the Board and other group management 
Boards to implement the day-to-day running and assessment of the 
effectiveness of the material controls to assist the Directors in making 
the required attestation next year.

The Committee noted the FRC’s revised guidance on Provision 
29, published during the year, which informed discussion of the 
previously anticipated scope and prescriptiveness of the reporting 
obligation. The revised position confirms that companies are required 
to provide assurance on material controls; that specific disclosure of 
a commercially sensitive control failure is not required; and that the 
overall direction of travel is towards a more flexible, proportionate 
and principles-based approach. The regime continues to operate on a 
comply-or-explain basis.

The Committee confirmed that no member had any concern that 
the Company’s internal control environment was inadequate or 
that control failures were going unidentified or unaddressed. The 
Committee endorsed a pragmatic approach for FY26: to continue 
developing and documenting the internal controls framework, to 
monitor how disclosure expectations develop in practice among first-
wave reporters (those with calendar year-end accounting periods), 
and to finalise the Provision 29 reporting approach in time for the FY27 
Annual Report.

Cyber security
The Committee received a detailed presentation on the key cyber risks 
to which the Company is exposed and the mitigating controls in place, 
including the IT framework and service providers employed, third-
party system assessments, and the roadmap for future development. 
The Committee noted the recent increase in high-profile cyber-attacks 
at large UK corporates and was satisfied that the Company’s cyber 
security strategy was appropriate for the business and would continue 
to evolve in response to emerging best practice and the shifting cyber 
security environment.

Internal audit considerations
The Committee considered whether a dedicated internal audit 
function would provide additional assurance over the efficacy of 
the Group’s internal control environment. Given the Company’s size 
and operational structure, and the existing assurance mechanisms in 
place, including external compliance consultants, regular Committee 
oversight, and internal compliance functions, the Committee 
concluded that a dedicated internal audit function is not currently 
required. This decision will be kept under review, particularly in the 
context of the evolving Provision 29 framework.

External audit oversight
The Committee is responsible for safeguarding auditor independence 
and overseeing audit quality. During the year, the Committee:

• Agreed the scope and terms of the FY26 audit;

• Reviewed the external audit plan, including PwC’s evolving use 
of artificial intelligence and automation tools to enhance audit 
efficiency and quality;

• Reviewed and approved the FY26 audit fee arrangements 
following substantive negotiations with PwC;

• Met with the audit team, with and without management present;

• Evaluated PwC’s effectiveness based on structured feedback from 
management and the finance team; and

• Assessed PwC’s independence with reference to non-audit 
services provided.

Audit fees
The Committee reviewed and agreed the auditor’s fees for FY26, 
satisfying itself that the level of fees was appropriate to enable an audit 
of sufficient quality to be delivered. In assessing the fee proposal, the 
Committee considered the scope of the audit, the level of fee relative 
to the prior year, and the need to ensure that auditor independence 
and objectivity were not compromised. A detailed breakdown of the 
Auditor’s remuneration is set out in Note 10 on page 159.

Audit effectiveness review
The Committee undertook a formal evaluation of the external audit 
process, drawing on structured feedback from the Molten Ventures 
finance team, meetings with PwC without management present, 
the Chair’s meetings with the lead audit partner, and the FRC’s audit 
quality report on PwC. The Committee confirmed that PwC continued 
to provide effective audit and the Committee remains satisfied with 
the quality of the audit process and maintains ongoing dialogue with 
the auditor on audit scope, approach and fees.
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United Utilities 2026 ARA, p. 57-58, 124, 130

Example 11

Event

Financial impact

Non-�nancial impact

Preventative controls
Resistance Reliability

Responsive controls
Redundancy Response/Recovery

Cause

Cause

Cause

Cause

Cause

Cause

Cause

Cause

Consequence

Consequence

Consequence

Consequence

Consequence

Financial capital1

Social capital6

Natural capital3

Intellectual capital5

Human capital4

Manufactured capital2

Financial capital1

How we assess and manage risk

In addition to the integrated risk reviews 
(IRRs), we have a number of mechanisms in 
place to identify risk, including: consideration 
of primary and supporting activities, which 
make up our inherent risk areas; the water 
cycle; cross-business horizon scanning 
forums; review of national and sector risk 
registers; and consultation with professional 
service firms and trade body risk forums. 

Understanding the context of risk relative 
to our objectives and obligations is a 
fundamental part of the assessment. 
Assessment of risk takes into account new 
and emerging circumstances from the 
internal and external business environment 
and utilises both ‘bottom-up’ information 
from operational and project areas where 
appropriate, and ‘top-down’ assessments as 
described in the governance and reporting 
process section on page 55. This integrated 
‘top-down, bottom-up’ approach ensures that 
reporting reflects the risk facing the company, 
serves to calibrate the assessments, and 
enables evaluation relative to our appetite.

Following evaluation of the context, 
the process then quantifies the risk for 
likelihood and impact by using a bow-tie 
tool as illustrated in the diagram above. 
The likelihood of the event occurring is 
determined by its causal factors. Financial 
and non-financial impacts represent the 
downside consequences should the event 
occur, aligned to the six capitals (see pages 14 
to 15) to ensure consistency and a holistic 
assessment of where value may be gained, 
lost, or preserved. Financial impact (financial 
capital) reflects downside effects on revenue 
and costs, including fines, penalties, and 
compensation. Non-financial impacts (the 
remaining five capitals) capture broader 
value effects across natural, human, social, 
intellectual, and manufactured capital, 
including impacts on stakeholder trust 
and reputation. The full range of financial 
and non-financial impact is considered 
from a minimum (best-case) to a maximum 
(worst-case) scenario. Out of this range, the 
most likely impact scenario is assessed. 

Comparing the current risk position against 
the desired target state, in combination with 
the strengths, weaknesses and gaps of the 
control environment, supports the decisions 
for further mitigation. Further mitigating 
action will target either the likelihood of 
occurrence, the impact, or a combination 
of the two, through new or improved 
preventative or responsive controls. Each 
further mitigating action has a defined owner, 
specified ‘resolve by’ dates and progress 
status indicators to support monitoring.

Our risk profile
Our current focus and primary activity 
relates to downside risk; however, we are 
also maturing our approach to upside risk 
(opportunity management). 

A key feature of the business risk profile is 
inherent risk areas. These are categories of 
risk that are based on the value chain of the 
company, reflecting the interrelationship 
of the primary (water service, wastewater 
service, bioresources and retail), and 
supportive activities or areas of responsibility 
(such as finance, supply chain, people, 
technology and data), where value can be 
gained, preserved, or lost. As a result, the 
inherent risk areas support the identification 
and/or gap analysis of all types of risks and 
opportunities, facilitate analysis of correlation 
and interdependency, and provide the 
platform for determining risk appetite and 
tolerance. This, in turn, helps us to articulate 
our direction and priorities to support 
decision-making around risk and resilience. 

Underpinning the inherent risk areas are 
approximately 100 event-based risks, which 
are inherent to the company’s objectives 
and statutory obligations, and cover core 
elements of the production lines, systems, 
networks and activities across the business. 
Each event-based risk remains dynamic by 
reflecting new and emerging circumstances 
relative to the ever-changing external threats 
and internal vulnerabilities. 

Common risk themes
Recognising the value of an integrated 
approach to risk and resilience management, 
we consider common themes across the 
event-based risks. 

We have identified a number of common 
causal and consequence themes that relate 
to multiple risks. This allows us to understand 
correlating risk enabling us to take a holistic 
view of the strengths, weaknesses and gaps 
in our controls, and to consider the short-, 
medium- and long-term implications of risks 
materialising. Categorisation indicates eight 
causal themes and five consequence themes 
as summarised below.

Common causal themes 
• Asset health: Asset deterioration, 

technological obsolescence and operating 
assets beyond their optimal capacity to 
cope with increased demand (population 
growth and/or climate change) affect 
operational efficiency and resilience.

• Climate change/extreme weather: 
Climate change projections highlight 
increased temperatures, rainfall, wind and 
more frequent extreme weather events 
with the potential to affect our service 
delivery and the environment that we 
strive to protect and enhance.

• Culture: Social attitude, behaviour and 
expectations of both internal and external 
stakeholders can lead to increased threat 
and vulnerability as an organisation, 
relative to service delivery, capital 
programmes and reputation.

• Demographic change: Population growth/
shift, evolving age profiles, and industrial 
developments can impact the capacity 
and capability of water and wastewater 
treatment and network assets, can affect 
demand on water resources, and can 
increase uncertainty in relation to pension 
obligations.

• Economic conditions: Macroeconomic 
events can have multiple financial 
implications, including lower revenue, 
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Minor
One-o� impact if the event occurs

SeverePrincipal risk
MATERIAL 

IMPACT
LONG 
TERM

Likelihood  
of event

A Strategic aqueduct failure Low

B Treatment and transportation of wastewater High

C Cyber Medium

D Water availability Medium

E Financial risk Low

F Dam failure Remote

G Physical security Remote

H Failure to treat water Medium

I Health and safety Remote

J Misstatement of reported information Medium

K Fraud Medium

L Recycling of biosolids Very high

M Programme delivery Medium

Key:    Most likely  
(expected impact)

   Range of possible one-off impacts 
(from minimum to maximum)

   Remote severe impact 
(material impact risk)

MATERIAL 
IMPACT

  Material  
impact

LONG 
TERM

  Significant 
long-term risk

reduced cash collection, increased 
operational cost through inflationary 
pressures and scarcity of supply, and 
increased cost of borrowing. 

• Legislative and regulatory change: 
Changes in, or the interpretation of, 
legislation and regulation can have 
implications for our business model, asset 
base and ways of working. 

• Technology and data: Ageing technology 
assets, and poor-quality data can threaten 
efficiency and security. In addition, 
the pace of technological change 
(including artificial intelligence), and 
seeking opportunities through increased 
automation and system integration, can 
provide challenges in the adaptability of the 
workforce and increase security threats.

• Third-party assets and service: Failure 
or interruption of third-party assets, 
infrastructure or services, such as power 
supply and water resources, can directly 
or indirectly affect water and wastewater 
operations.

Common consequence themes
• Environmental impact: The potential 

impact to air, soil, water and biodiversity 
in the short and long term, based on 
our assets, activities, carbon emissions 
and waste.

• Investors: The financial, ethical and 
environmental performance of our 
activity has implications for the value of 
investments and the market perception of 
the company.

• Non-compliance: The potential 
inadvertent breach of legislation or 
regulation when undertaking our activities.

• People: The diversity, skill set, 
engagement and wellbeing of our 
colleagues, and the health and safety of 
our people and the public relative to both 
our culture and activities.

• Service delivery: The quality of our 
service delivery, capital programmes 
and communication, and the effect on 
customer experience and trust with the 
wider community.

Our principal risks
Our principal risks represent those risks, 
which, in a remote but plausible scenario, 
could initiate corporate failure (material 
impact risks) and those risks that are likely 
to have a significant long-term impact on 
company value if they were to crystallise. 
As our definition of material impact risks 
highlights those risks that have the most 
significant impact in the worst case, it 
naturally identifies risks which place 
significant reliance on mitigating controls. 
Therefore, our future material controls 
declaration will be in respect of the key 
controls which mitigate our material 
impact risks.

A declaration of the effectiveness of 
material controls as required by Provision 
29 of 2024 revisions of the UK Corporate 
Governance Code (the code), will be made 
in the financial year 2026/27; however, in 
preparation for this declaration, material 
controls have been listed alongside the 
material impact risks on pages 58 to 61, 
together with governance and assurance. 

The overlap between the material impact 
and significant long-term risks is represented 

in the diagram below. A summary of the 
principal risks and associated mitigation/
control is provided on pages 58 to 61.

The bar chart illustrates the likelihood of 
each event-based risk occurring (relative 
to its causal factors) and the indicative full 
range of potential one-off financial impacts 
(from minimum to maximum) should the risk 
materialise. Each of the multiple impacts 
in the range is subject to an individual post 
event probability, the most likely of which 
is illustrated by the diamond. Where the 
remote maximum impact is both financially 
and non-financially severe (as highlighted by 
the shaded blue box), it is regarded as being 
material, constituting a material impact risk.

Over the last twelve months, ten of the 
thirteen principal risks have remained 
relatively stable from an aggregate position, 
with three principal risks demonstrating a 
movement in exposure: 

• Cyber: The risk has increased to reflect 
the increasing external threat despite 
steps taken to strengthen our internal 
preventative and responsive capability.

• Dam failure: There has been a reduction 
in the aggregate likelihood of dam 
failure following the completion of 
capital investment. The overall dam risk 
continues to evolve as dams are subject 
to periodic assessment along with further 
capital schemes to improve dam safety.

• Programme delivery: The capital 
programme has reduced to reflect 
increased confidence in the deliverability 
of the plan following a year in which the 
committed rate of spend is in line with 
schedules.

Principal risk exposure
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How we assess and manage risk

In addition to the integrated risk reviews 
(IRRs), we have a number of mechanisms in 
place to identify risk, including: consideration 
of primary and supporting activities, which 
make up our inherent risk areas; the water 
cycle; cross-business horizon scanning 
forums; review of national and sector risk 
registers; and consultation with professional 
service firms and trade body risk forums. 

Understanding the context of risk relative 
to our objectives and obligations is a 
fundamental part of the assessment. 
Assessment of risk takes into account new 
and emerging circumstances from the 
internal and external business environment 
and utilises both ‘bottom-up’ information 
from operational and project areas where 
appropriate, and ‘top-down’ assessments as 
described in the governance and reporting 
process section on page 55. This integrated 
‘top-down, bottom-up’ approach ensures that 
reporting reflects the risk facing the company, 
serves to calibrate the assessments, and 
enables evaluation relative to our appetite.

Following evaluation of the context, 
the process then quantifies the risk for 
likelihood and impact by using a bow-tie 
tool as illustrated in the diagram above. 
The likelihood of the event occurring is 
determined by its causal factors. Financial 
and non-financial impacts represent the 
downside consequences should the event 
occur, aligned to the six capitals (see pages 14 
to 15) to ensure consistency and a holistic 
assessment of where value may be gained, 
lost, or preserved. Financial impact (financial 
capital) reflects downside effects on revenue 
and costs, including fines, penalties, and 
compensation. Non-financial impacts (the 
remaining five capitals) capture broader 
value effects across natural, human, social, 
intellectual, and manufactured capital, 
including impacts on stakeholder trust 
and reputation. The full range of financial 
and non-financial impact is considered 
from a minimum (best-case) to a maximum 
(worst-case) scenario. Out of this range, the 
most likely impact scenario is assessed. 

Comparing the current risk position against 
the desired target state, in combination with 
the strengths, weaknesses and gaps of the 
control environment, supports the decisions 
for further mitigation. Further mitigating 
action will target either the likelihood of 
occurrence, the impact, or a combination 
of the two, through new or improved 
preventative or responsive controls. Each 
further mitigating action has a defined owner, 
specified ‘resolve by’ dates and progress 
status indicators to support monitoring.

Our risk profile
Our current focus and primary activity 
relates to downside risk; however, we are 
also maturing our approach to upside risk 
(opportunity management). 

A key feature of the business risk profile is 
inherent risk areas. These are categories of 
risk that are based on the value chain of the 
company, reflecting the interrelationship 
of the primary (water service, wastewater 
service, bioresources and retail), and 
supportive activities or areas of responsibility 
(such as finance, supply chain, people, 
technology and data), where value can be 
gained, preserved, or lost. As a result, the 
inherent risk areas support the identification 
and/or gap analysis of all types of risks and 
opportunities, facilitate analysis of correlation 
and interdependency, and provide the 
platform for determining risk appetite and 
tolerance. This, in turn, helps us to articulate 
our direction and priorities to support 
decision-making around risk and resilience. 

Underpinning the inherent risk areas are 
approximately 100 event-based risks, which 
are inherent to the company’s objectives 
and statutory obligations, and cover core 
elements of the production lines, systems, 
networks and activities across the business. 
Each event-based risk remains dynamic by 
reflecting new and emerging circumstances 
relative to the ever-changing external threats 
and internal vulnerabilities. 

Common risk themes
Recognising the value of an integrated 
approach to risk and resilience management, 
we consider common themes across the 
event-based risks. 

We have identified a number of common 
causal and consequence themes that relate 
to multiple risks. This allows us to understand 
correlating risk enabling us to take a holistic 
view of the strengths, weaknesses and gaps 
in our controls, and to consider the short-, 
medium- and long-term implications of risks 
materialising. Categorisation indicates eight 
causal themes and five consequence themes 
as summarised below.

Common causal themes 
• Asset health: Asset deterioration, 

technological obsolescence and operating 
assets beyond their optimal capacity to 
cope with increased demand (population 
growth and/or climate change) affect 
operational efficiency and resilience.

• Climate change/extreme weather: 
Climate change projections highlight 
increased temperatures, rainfall, wind and 
more frequent extreme weather events 
with the potential to affect our service 
delivery and the environment that we 
strive to protect and enhance.

• Culture: Social attitude, behaviour and 
expectations of both internal and external 
stakeholders can lead to increased threat 
and vulnerability as an organisation, 
relative to service delivery, capital 
programmes and reputation.

• Demographic change: Population growth/
shift, evolving age profiles, and industrial 
developments can impact the capacity 
and capability of water and wastewater 
treatment and network assets, can affect 
demand on water resources, and can 
increase uncertainty in relation to pension 
obligations.

• Economic conditions: Macroeconomic 
events can have multiple financial 
implications, including lower revenue, 
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Minor
One-o� impact if the event occurs

SeverePrincipal risk
MATERIAL 

IMPACT
LONG 
TERM

Likelihood  
of event

A Strategic aqueduct failure Low

B Treatment and transportation of wastewater High

C Cyber Medium

D Water availability Medium

E Financial risk Low

F Dam failure Remote

G Physical security Remote

H Failure to treat water Medium

I Health and safety Remote

J Misstatement of reported information Medium

K Fraud Medium

L Recycling of biosolids Very high

M Programme delivery Medium

Key:    Most likely  
(expected impact)

   Range of possible one-off impacts 
(from minimum to maximum)

   Remote severe impact 
(material impact risk)

MATERIAL 
IMPACT

  Material  
impact

LONG 
TERM

  Significant 
long-term risk

reduced cash collection, increased 
operational cost through inflationary 
pressures and scarcity of supply, and 
increased cost of borrowing. 

• Legislative and regulatory change: 
Changes in, or the interpretation of, 
legislation and regulation can have 
implications for our business model, asset 
base and ways of working. 

• Technology and data: Ageing technology 
assets, and poor-quality data can threaten 
efficiency and security. In addition, 
the pace of technological change 
(including artificial intelligence), and 
seeking opportunities through increased 
automation and system integration, can 
provide challenges in the adaptability of the 
workforce and increase security threats.

• Third-party assets and service: Failure 
or interruption of third-party assets, 
infrastructure or services, such as power 
supply and water resources, can directly 
or indirectly affect water and wastewater 
operations.

Common consequence themes
• Environmental impact: The potential 

impact to air, soil, water and biodiversity 
in the short and long term, based on 
our assets, activities, carbon emissions 
and waste.

• Investors: The financial, ethical and 
environmental performance of our 
activity has implications for the value of 
investments and the market perception of 
the company.

• Non-compliance: The potential 
inadvertent breach of legislation or 
regulation when undertaking our activities.

• People: The diversity, skill set, 
engagement and wellbeing of our 
colleagues, and the health and safety of 
our people and the public relative to both 
our culture and activities.

• Service delivery: The quality of our 
service delivery, capital programmes 
and communication, and the effect on 
customer experience and trust with the 
wider community.

Our principal risks
Our principal risks represent those risks, 
which, in a remote but plausible scenario, 
could initiate corporate failure (material 
impact risks) and those risks that are likely 
to have a significant long-term impact on 
company value if they were to crystallise. 
As our definition of material impact risks 
highlights those risks that have the most 
significant impact in the worst case, it 
naturally identifies risks which place 
significant reliance on mitigating controls. 
Therefore, our future material controls 
declaration will be in respect of the key 
controls which mitigate our material 
impact risks.

A declaration of the effectiveness of 
material controls as required by Provision 
29 of 2024 revisions of the UK Corporate 
Governance Code (the code), will be made 
in the financial year 2026/27; however, in 
preparation for this declaration, material 
controls have been listed alongside the 
material impact risks on pages 58 to 61, 
together with governance and assurance. 

The overlap between the material impact 
and significant long-term risks is represented 

in the diagram below. A summary of the 
principal risks and associated mitigation/
control is provided on pages 58 to 61.

The bar chart illustrates the likelihood of 
each event-based risk occurring (relative 
to its causal factors) and the indicative full 
range of potential one-off financial impacts 
(from minimum to maximum) should the risk 
materialise. Each of the multiple impacts 
in the range is subject to an individual post 
event probability, the most likely of which 
is illustrated by the diamond. Where the 
remote maximum impact is both financially 
and non-financially severe (as highlighted by 
the shaded blue box), it is regarded as being 
material, constituting a material impact risk.

Over the last twelve months, ten of the 
thirteen principal risks have remained 
relatively stable from an aggregate position, 
with three principal risks demonstrating a 
movement in exposure: 

• Cyber: The risk has increased to reflect 
the increasing external threat despite 
steps taken to strengthen our internal 
preventative and responsive capability.

• Dam failure: There has been a reduction 
in the aggregate likelihood of dam 
failure following the completion of 
capital investment. The overall dam risk 
continues to evolve as dams are subject 
to periodic assessment along with further 
capital schemes to improve dam safety.

• Programme delivery: The capital 
programme has reduced to reflect 
increased confidence in the deliverability 
of the plan following a year in which the 
committed rate of spend is in line with 
schedules.

Principal risk exposure
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How we assess and manage risk

In addition to the integrated risk reviews 
(IRRs), we have a number of mechanisms in 
place to identify risk, including: consideration 
of primary and supporting activities, which 
make up our inherent risk areas; the water 
cycle; cross-business horizon scanning 
forums; review of national and sector risk 
registers; and consultation with professional 
service firms and trade body risk forums. 

Understanding the context of risk relative 
to our objectives and obligations is a 
fundamental part of the assessment. 
Assessment of risk takes into account new 
and emerging circumstances from the 
internal and external business environment 
and utilises both ‘bottom-up’ information 
from operational and project areas where 
appropriate, and ‘top-down’ assessments as 
described in the governance and reporting 
process section on page 55. This integrated 
‘top-down, bottom-up’ approach ensures that 
reporting reflects the risk facing the company, 
serves to calibrate the assessments, and 
enables evaluation relative to our appetite.

Following evaluation of the context, 
the process then quantifies the risk for 
likelihood and impact by using a bow-tie 
tool as illustrated in the diagram above. 
The likelihood of the event occurring is 
determined by its causal factors. Financial 
and non-financial impacts represent the 
downside consequences should the event 
occur, aligned to the six capitals (see pages 14 
to 15) to ensure consistency and a holistic 
assessment of where value may be gained, 
lost, or preserved. Financial impact (financial 
capital) reflects downside effects on revenue 
and costs, including fines, penalties, and 
compensation. Non-financial impacts (the 
remaining five capitals) capture broader 
value effects across natural, human, social, 
intellectual, and manufactured capital, 
including impacts on stakeholder trust 
and reputation. The full range of financial 
and non-financial impact is considered 
from a minimum (best-case) to a maximum 
(worst-case) scenario. Out of this range, the 
most likely impact scenario is assessed. 

Comparing the current risk position against 
the desired target state, in combination with 
the strengths, weaknesses and gaps of the 
control environment, supports the decisions 
for further mitigation. Further mitigating 
action will target either the likelihood of 
occurrence, the impact, or a combination 
of the two, through new or improved 
preventative or responsive controls. Each 
further mitigating action has a defined owner, 
specified ‘resolve by’ dates and progress 
status indicators to support monitoring.

Our risk profile
Our current focus and primary activity 
relates to downside risk; however, we are 
also maturing our approach to upside risk 
(opportunity management). 

A key feature of the business risk profile is 
inherent risk areas. These are categories of 
risk that are based on the value chain of the 
company, reflecting the interrelationship 
of the primary (water service, wastewater 
service, bioresources and retail), and 
supportive activities or areas of responsibility 
(such as finance, supply chain, people, 
technology and data), where value can be 
gained, preserved, or lost. As a result, the 
inherent risk areas support the identification 
and/or gap analysis of all types of risks and 
opportunities, facilitate analysis of correlation 
and interdependency, and provide the 
platform for determining risk appetite and 
tolerance. This, in turn, helps us to articulate 
our direction and priorities to support 
decision-making around risk and resilience. 

Underpinning the inherent risk areas are 
approximately 100 event-based risks, which 
are inherent to the company’s objectives 
and statutory obligations, and cover core 
elements of the production lines, systems, 
networks and activities across the business. 
Each event-based risk remains dynamic by 
reflecting new and emerging circumstances 
relative to the ever-changing external threats 
and internal vulnerabilities. 

Common risk themes
Recognising the value of an integrated 
approach to risk and resilience management, 
we consider common themes across the 
event-based risks. 

We have identified a number of common 
causal and consequence themes that relate 
to multiple risks. This allows us to understand 
correlating risk enabling us to take a holistic 
view of the strengths, weaknesses and gaps 
in our controls, and to consider the short-, 
medium- and long-term implications of risks 
materialising. Categorisation indicates eight 
causal themes and five consequence themes 
as summarised below.

Common causal themes 
• Asset health: Asset deterioration, 

technological obsolescence and operating 
assets beyond their optimal capacity to 
cope with increased demand (population 
growth and/or climate change) affect 
operational efficiency and resilience.

• Climate change/extreme weather: 
Climate change projections highlight 
increased temperatures, rainfall, wind and 
more frequent extreme weather events 
with the potential to affect our service 
delivery and the environment that we 
strive to protect and enhance.

• Culture: Social attitude, behaviour and 
expectations of both internal and external 
stakeholders can lead to increased threat 
and vulnerability as an organisation, 
relative to service delivery, capital 
programmes and reputation.

• Demographic change: Population growth/
shift, evolving age profiles, and industrial 
developments can impact the capacity 
and capability of water and wastewater 
treatment and network assets, can affect 
demand on water resources, and can 
increase uncertainty in relation to pension 
obligations.

• Economic conditions: Macroeconomic 
events can have multiple financial 
implications, including lower revenue, 
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Minor
One-o� impact if the event occurs

SeverePrincipal risk
MATERIAL 

IMPACT
LONG 
TERM

Likelihood  
of event

A Strategic aqueduct failure Low

B Treatment and transportation of wastewater High

C Cyber Medium

D Water availability Medium

E Financial risk Low

F Dam failure Remote

G Physical security Remote

H Failure to treat water Medium

I Health and safety Remote

J Misstatement of reported information Medium

K Fraud Medium

L Recycling of biosolids Very high

M Programme delivery Medium

Key:    Most likely  
(expected impact)

   Range of possible one-off impacts 
(from minimum to maximum)

   Remote severe impact 
(material impact risk)

MATERIAL 
IMPACT

  Material  
impact

LONG 
TERM

  Significant 
long-term risk

reduced cash collection, increased 
operational cost through inflationary 
pressures and scarcity of supply, and 
increased cost of borrowing. 

• Legislative and regulatory change: 
Changes in, or the interpretation of, 
legislation and regulation can have 
implications for our business model, asset 
base and ways of working. 

• Technology and data: Ageing technology 
assets, and poor-quality data can threaten 
efficiency and security. In addition, 
the pace of technological change 
(including artificial intelligence), and 
seeking opportunities through increased 
automation and system integration, can 
provide challenges in the adaptability of the 
workforce and increase security threats.

• Third-party assets and service: Failure 
or interruption of third-party assets, 
infrastructure or services, such as power 
supply and water resources, can directly 
or indirectly affect water and wastewater 
operations.

Common consequence themes
• Environmental impact: The potential 

impact to air, soil, water and biodiversity 
in the short and long term, based on 
our assets, activities, carbon emissions 
and waste.

• Investors: The financial, ethical and 
environmental performance of our 
activity has implications for the value of 
investments and the market perception of 
the company.

• Non-compliance: The potential 
inadvertent breach of legislation or 
regulation when undertaking our activities.

• People: The diversity, skill set, 
engagement and wellbeing of our 
colleagues, and the health and safety of 
our people and the public relative to both 
our culture and activities.

• Service delivery: The quality of our 
service delivery, capital programmes 
and communication, and the effect on 
customer experience and trust with the 
wider community.

Our principal risks
Our principal risks represent those risks, 
which, in a remote but plausible scenario, 
could initiate corporate failure (material 
impact risks) and those risks that are likely 
to have a significant long-term impact on 
company value if they were to crystallise. 
As our definition of material impact risks 
highlights those risks that have the most 
significant impact in the worst case, it 
naturally identifies risks which place 
significant reliance on mitigating controls. 
Therefore, our future material controls 
declaration will be in respect of the key 
controls which mitigate our material 
impact risks.

A declaration of the effectiveness of 
material controls as required by Provision 
29 of 2024 revisions of the UK Corporate 
Governance Code (the code), will be made 
in the financial year 2026/27; however, in 
preparation for this declaration, material 
controls have been listed alongside the 
material impact risks on pages 58 to 61, 
together with governance and assurance. 

The overlap between the material impact 
and significant long-term risks is represented 

in the diagram below. A summary of the 
principal risks and associated mitigation/
control is provided on pages 58 to 61.

The bar chart illustrates the likelihood of 
each event-based risk occurring (relative 
to its causal factors) and the indicative full 
range of potential one-off financial impacts 
(from minimum to maximum) should the risk 
materialise. Each of the multiple impacts 
in the range is subject to an individual post 
event probability, the most likely of which 
is illustrated by the diamond. Where the 
remote maximum impact is both financially 
and non-financially severe (as highlighted by 
the shaded blue box), it is regarded as being 
material, constituting a material impact risk.

Over the last twelve months, ten of the 
thirteen principal risks have remained 
relatively stable from an aggregate position, 
with three principal risks demonstrating a 
movement in exposure: 

• Cyber: The risk has increased to reflect 
the increasing external threat despite 
steps taken to strengthen our internal 
preventative and responsive capability.

• Dam failure: There has been a reduction 
in the aggregate likelihood of dam 
failure following the completion of 
capital investment. The overall dam risk 
continues to evolve as dams are subject 
to periodic assessment along with further 
capital schemes to improve dam safety.

• Programme delivery: The capital 
programme has reduced to reflect 
increased confidence in the deliverability 
of the plan following a year in which the 
committed rate of spend is in line with 
schedules.
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How we assess and manage risk

In addition to the integrated risk reviews 
(IRRs), we have a number of mechanisms in 
place to identify risk, including: consideration 
of primary and supporting activities, which 
make up our inherent risk areas; the water 
cycle; cross-business horizon scanning 
forums; review of national and sector risk 
registers; and consultation with professional 
service firms and trade body risk forums. 

Understanding the context of risk relative 
to our objectives and obligations is a 
fundamental part of the assessment. 
Assessment of risk takes into account new 
and emerging circumstances from the 
internal and external business environment 
and utilises both ‘bottom-up’ information 
from operational and project areas where 
appropriate, and ‘top-down’ assessments as 
described in the governance and reporting 
process section on page 55. This integrated 
‘top-down, bottom-up’ approach ensures that 
reporting reflects the risk facing the company, 
serves to calibrate the assessments, and 
enables evaluation relative to our appetite.

Following evaluation of the context, 
the process then quantifies the risk for 
likelihood and impact by using a bow-tie 
tool as illustrated in the diagram above. 
The likelihood of the event occurring is 
determined by its causal factors. Financial 
and non-financial impacts represent the 
downside consequences should the event 
occur, aligned to the six capitals (see pages 14 
to 15) to ensure consistency and a holistic 
assessment of where value may be gained, 
lost, or preserved. Financial impact (financial 
capital) reflects downside effects on revenue 
and costs, including fines, penalties, and 
compensation. Non-financial impacts (the 
remaining five capitals) capture broader 
value effects across natural, human, social, 
intellectual, and manufactured capital, 
including impacts on stakeholder trust 
and reputation. The full range of financial 
and non-financial impact is considered 
from a minimum (best-case) to a maximum 
(worst-case) scenario. Out of this range, the 
most likely impact scenario is assessed. 

Comparing the current risk position against 
the desired target state, in combination with 
the strengths, weaknesses and gaps of the 
control environment, supports the decisions 
for further mitigation. Further mitigating 
action will target either the likelihood of 
occurrence, the impact, or a combination 
of the two, through new or improved 
preventative or responsive controls. Each 
further mitigating action has a defined owner, 
specified ‘resolve by’ dates and progress 
status indicators to support monitoring.

Our risk profile
Our current focus and primary activity 
relates to downside risk; however, we are 
also maturing our approach to upside risk 
(opportunity management). 

A key feature of the business risk profile is 
inherent risk areas. These are categories of 
risk that are based on the value chain of the 
company, reflecting the interrelationship 
of the primary (water service, wastewater 
service, bioresources and retail), and 
supportive activities or areas of responsibility 
(such as finance, supply chain, people, 
technology and data), where value can be 
gained, preserved, or lost. As a result, the 
inherent risk areas support the identification 
and/or gap analysis of all types of risks and 
opportunities, facilitate analysis of correlation 
and interdependency, and provide the 
platform for determining risk appetite and 
tolerance. This, in turn, helps us to articulate 
our direction and priorities to support 
decision-making around risk and resilience. 

Underpinning the inherent risk areas are 
approximately 100 event-based risks, which 
are inherent to the company’s objectives 
and statutory obligations, and cover core 
elements of the production lines, systems, 
networks and activities across the business. 
Each event-based risk remains dynamic by 
reflecting new and emerging circumstances 
relative to the ever-changing external threats 
and internal vulnerabilities. 

Common risk themes
Recognising the value of an integrated 
approach to risk and resilience management, 
we consider common themes across the 
event-based risks. 

We have identified a number of common 
causal and consequence themes that relate 
to multiple risks. This allows us to understand 
correlating risk enabling us to take a holistic 
view of the strengths, weaknesses and gaps 
in our controls, and to consider the short-, 
medium- and long-term implications of risks 
materialising. Categorisation indicates eight 
causal themes and five consequence themes 
as summarised below.

Common causal themes 
• Asset health: Asset deterioration, 

technological obsolescence and operating 
assets beyond their optimal capacity to 
cope with increased demand (population 
growth and/or climate change) affect 
operational efficiency and resilience.

• Climate change/extreme weather: 
Climate change projections highlight 
increased temperatures, rainfall, wind and 
more frequent extreme weather events 
with the potential to affect our service 
delivery and the environment that we 
strive to protect and enhance.

• Culture: Social attitude, behaviour and 
expectations of both internal and external 
stakeholders can lead to increased threat 
and vulnerability as an organisation, 
relative to service delivery, capital 
programmes and reputation.

• Demographic change: Population growth/
shift, evolving age profiles, and industrial 
developments can impact the capacity 
and capability of water and wastewater 
treatment and network assets, can affect 
demand on water resources, and can 
increase uncertainty in relation to pension 
obligations.

• Economic conditions: Macroeconomic 
events can have multiple financial 
implications, including lower revenue, 
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Minor
One-o� impact if the event occurs

SeverePrincipal risk
MATERIAL 

IMPACT
LONG 
TERM

Likelihood  
of event

A Strategic aqueduct failure Low

B Treatment and transportation of wastewater High

C Cyber Medium

D Water availability Medium

E Financial risk Low

F Dam failure Remote

G Physical security Remote

H Failure to treat water Medium

I Health and safety Remote

J Misstatement of reported information Medium

K Fraud Medium

L Recycling of biosolids Very high

M Programme delivery Medium

Key:    Most likely  
(expected impact)

   Range of possible one-off impacts 
(from minimum to maximum)

   Remote severe impact 
(material impact risk)

MATERIAL 
IMPACT

  Material  
impact

LONG 
TERM

  Significant 
long-term risk

reduced cash collection, increased 
operational cost through inflationary 
pressures and scarcity of supply, and 
increased cost of borrowing. 

• Legislative and regulatory change: 
Changes in, or the interpretation of, 
legislation and regulation can have 
implications for our business model, asset 
base and ways of working. 

• Technology and data: Ageing technology 
assets, and poor-quality data can threaten 
efficiency and security. In addition, 
the pace of technological change 
(including artificial intelligence), and 
seeking opportunities through increased 
automation and system integration, can 
provide challenges in the adaptability of the 
workforce and increase security threats.

• Third-party assets and service: Failure 
or interruption of third-party assets, 
infrastructure or services, such as power 
supply and water resources, can directly 
or indirectly affect water and wastewater 
operations.

Common consequence themes
• Environmental impact: The potential 

impact to air, soil, water and biodiversity 
in the short and long term, based on 
our assets, activities, carbon emissions 
and waste.

• Investors: The financial, ethical and 
environmental performance of our 
activity has implications for the value of 
investments and the market perception of 
the company.

• Non-compliance: The potential 
inadvertent breach of legislation or 
regulation when undertaking our activities.

• People: The diversity, skill set, 
engagement and wellbeing of our 
colleagues, and the health and safety of 
our people and the public relative to both 
our culture and activities.

• Service delivery: The quality of our 
service delivery, capital programmes 
and communication, and the effect on 
customer experience and trust with the 
wider community.

Our principal risks
Our principal risks represent those risks, 
which, in a remote but plausible scenario, 
could initiate corporate failure (material 
impact risks) and those risks that are likely 
to have a significant long-term impact on 
company value if they were to crystallise. 
As our definition of material impact risks 
highlights those risks that have the most 
significant impact in the worst case, it 
naturally identifies risks which place 
significant reliance on mitigating controls. 
Therefore, our future material controls 
declaration will be in respect of the key 
controls which mitigate our material 
impact risks.

A declaration of the effectiveness of 
material controls as required by Provision 
29 of 2024 revisions of the UK Corporate 
Governance Code (the code), will be made 
in the financial year 2026/27; however, in 
preparation for this declaration, material 
controls have been listed alongside the 
material impact risks on pages 58 to 61, 
together with governance and assurance. 

The overlap between the material impact 
and significant long-term risks is represented 

in the diagram below. A summary of the 
principal risks and associated mitigation/
control is provided on pages 58 to 61.

The bar chart illustrates the likelihood of 
each event-based risk occurring (relative 
to its causal factors) and the indicative full 
range of potential one-off financial impacts 
(from minimum to maximum) should the risk 
materialise. Each of the multiple impacts 
in the range is subject to an individual post 
event probability, the most likely of which 
is illustrated by the diamond. Where the 
remote maximum impact is both financially 
and non-financially severe (as highlighted by 
the shaded blue box), it is regarded as being 
material, constituting a material impact risk.

Over the last twelve months, ten of the 
thirteen principal risks have remained 
relatively stable from an aggregate position, 
with three principal risks demonstrating a 
movement in exposure: 

• Cyber: The risk has increased to reflect 
the increasing external threat despite 
steps taken to strengthen our internal 
preventative and responsive capability.

• Dam failure: There has been a reduction 
in the aggregate likelihood of dam 
failure following the completion of 
capital investment. The overall dam risk 
continues to evolve as dams are subject 
to periodic assessment along with further 
capital schemes to improve dam safety.

• Programme delivery: The capital 
programme has reduced to reflect 
increased confidence in the deliverability 
of the plan following a year in which the 
committed rate of spend is in line with 
schedules.

Principal risk exposure
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Event

Financial impact

Non-�nancial impact

Preventative controls
Resistance Reliability

Responsive controls
Redundancy Response/Recovery

Cause
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Cause

Cause

Cause

Cause

Consequence

Consequence

Consequence

Consequence

Consequence

Financial capital1

Social capital6

Natural capital3

Intellectual capital5

Human capital4

Manufactured capital2

Financial capital1

How we assess and manage risk

In addition to the integrated risk reviews 
(IRRs), we have a number of mechanisms in 
place to identify risk, including: consideration 
of primary and supporting activities, which 
make up our inherent risk areas; the water 
cycle; cross-business horizon scanning 
forums; review of national and sector risk 
registers; and consultation with professional 
service firms and trade body risk forums. 

Understanding the context of risk relative 
to our objectives and obligations is a 
fundamental part of the assessment. 
Assessment of risk takes into account new 
and emerging circumstances from the 
internal and external business environment 
and utilises both ‘bottom-up’ information 
from operational and project areas where 
appropriate, and ‘top-down’ assessments as 
described in the governance and reporting 
process section on page 55. This integrated 
‘top-down, bottom-up’ approach ensures that 
reporting reflects the risk facing the company, 
serves to calibrate the assessments, and 
enables evaluation relative to our appetite.

Following evaluation of the context, 
the process then quantifies the risk for 
likelihood and impact by using a bow-tie 
tool as illustrated in the diagram above. 
The likelihood of the event occurring is 
determined by its causal factors. Financial 
and non-financial impacts represent the 
downside consequences should the event 
occur, aligned to the six capitals (see pages 14 
to 15) to ensure consistency and a holistic 
assessment of where value may be gained, 
lost, or preserved. Financial impact (financial 
capital) reflects downside effects on revenue 
and costs, including fines, penalties, and 
compensation. Non-financial impacts (the 
remaining five capitals) capture broader 
value effects across natural, human, social, 
intellectual, and manufactured capital, 
including impacts on stakeholder trust 
and reputation. The full range of financial 
and non-financial impact is considered 
from a minimum (best-case) to a maximum 
(worst-case) scenario. Out of this range, the 
most likely impact scenario is assessed. 

Comparing the current risk position against 
the desired target state, in combination with 
the strengths, weaknesses and gaps of the 
control environment, supports the decisions 
for further mitigation. Further mitigating 
action will target either the likelihood of 
occurrence, the impact, or a combination 
of the two, through new or improved 
preventative or responsive controls. Each 
further mitigating action has a defined owner, 
specified ‘resolve by’ dates and progress 
status indicators to support monitoring.

Our risk profile
Our current focus and primary activity 
relates to downside risk; however, we are 
also maturing our approach to upside risk 
(opportunity management). 

A key feature of the business risk profile is 
inherent risk areas. These are categories of 
risk that are based on the value chain of the 
company, reflecting the interrelationship 
of the primary (water service, wastewater 
service, bioresources and retail), and 
supportive activities or areas of responsibility 
(such as finance, supply chain, people, 
technology and data), where value can be 
gained, preserved, or lost. As a result, the 
inherent risk areas support the identification 
and/or gap analysis of all types of risks and 
opportunities, facilitate analysis of correlation 
and interdependency, and provide the 
platform for determining risk appetite and 
tolerance. This, in turn, helps us to articulate 
our direction and priorities to support 
decision-making around risk and resilience. 

Underpinning the inherent risk areas are 
approximately 100 event-based risks, which 
are inherent to the company’s objectives 
and statutory obligations, and cover core 
elements of the production lines, systems, 
networks and activities across the business. 
Each event-based risk remains dynamic by 
reflecting new and emerging circumstances 
relative to the ever-changing external threats 
and internal vulnerabilities. 

Common risk themes
Recognising the value of an integrated 
approach to risk and resilience management, 
we consider common themes across the 
event-based risks. 

We have identified a number of common 
causal and consequence themes that relate 
to multiple risks. This allows us to understand 
correlating risk enabling us to take a holistic 
view of the strengths, weaknesses and gaps 
in our controls, and to consider the short-, 
medium- and long-term implications of risks 
materialising. Categorisation indicates eight 
causal themes and five consequence themes 
as summarised below.

Common causal themes 
• Asset health: Asset deterioration, 

technological obsolescence and operating 
assets beyond their optimal capacity to 
cope with increased demand (population 
growth and/or climate change) affect 
operational efficiency and resilience.

• Climate change/extreme weather: 
Climate change projections highlight 
increased temperatures, rainfall, wind and 
more frequent extreme weather events 
with the potential to affect our service 
delivery and the environment that we 
strive to protect and enhance.

• Culture: Social attitude, behaviour and 
expectations of both internal and external 
stakeholders can lead to increased threat 
and vulnerability as an organisation, 
relative to service delivery, capital 
programmes and reputation.

• Demographic change: Population growth/
shift, evolving age profiles, and industrial 
developments can impact the capacity 
and capability of water and wastewater 
treatment and network assets, can affect 
demand on water resources, and can 
increase uncertainty in relation to pension 
obligations.

• Economic conditions: Macroeconomic 
events can have multiple financial 
implications, including lower revenue, 
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Minor
One-o� impact if the event occurs

SeverePrincipal risk
MATERIAL 

IMPACT
LONG 
TERM

Likelihood  
of event

A Strategic aqueduct failure Low

B Treatment and transportation of wastewater High

C Cyber Medium

D Water availability Medium

E Financial risk Low

F Dam failure Remote

G Physical security Remote

H Failure to treat water Medium

I Health and safety Remote

J Misstatement of reported information Medium

K Fraud Medium

L Recycling of biosolids Very high

M Programme delivery Medium

Key:    Most likely  
(expected impact)

   Range of possible one-off impacts 
(from minimum to maximum)

   Remote severe impact 
(material impact risk)

MATERIAL 
IMPACT

  Material  
impact

LONG 
TERM

  Significant 
long-term risk

reduced cash collection, increased 
operational cost through inflationary 
pressures and scarcity of supply, and 
increased cost of borrowing. 

• Legislative and regulatory change: 
Changes in, or the interpretation of, 
legislation and regulation can have 
implications for our business model, asset 
base and ways of working. 

• Technology and data: Ageing technology 
assets, and poor-quality data can threaten 
efficiency and security. In addition, 
the pace of technological change 
(including artificial intelligence), and 
seeking opportunities through increased 
automation and system integration, can 
provide challenges in the adaptability of the 
workforce and increase security threats.

• Third-party assets and service: Failure 
or interruption of third-party assets, 
infrastructure or services, such as power 
supply and water resources, can directly 
or indirectly affect water and wastewater 
operations.

Common consequence themes
• Environmental impact: The potential 

impact to air, soil, water and biodiversity 
in the short and long term, based on 
our assets, activities, carbon emissions 
and waste.

• Investors: The financial, ethical and 
environmental performance of our 
activity has implications for the value of 
investments and the market perception of 
the company.

• Non-compliance: The potential 
inadvertent breach of legislation or 
regulation when undertaking our activities.

• People: The diversity, skill set, 
engagement and wellbeing of our 
colleagues, and the health and safety of 
our people and the public relative to both 
our culture and activities.

• Service delivery: The quality of our 
service delivery, capital programmes 
and communication, and the effect on 
customer experience and trust with the 
wider community.

Our principal risks
Our principal risks represent those risks, 
which, in a remote but plausible scenario, 
could initiate corporate failure (material 
impact risks) and those risks that are likely 
to have a significant long-term impact on 
company value if they were to crystallise. 
As our definition of material impact risks 
highlights those risks that have the most 
significant impact in the worst case, it 
naturally identifies risks which place 
significant reliance on mitigating controls. 
Therefore, our future material controls 
declaration will be in respect of the key 
controls which mitigate our material 
impact risks.

A declaration of the effectiveness of 
material controls as required by Provision 
29 of 2024 revisions of the UK Corporate 
Governance Code (the code), will be made 
in the financial year 2026/27; however, in 
preparation for this declaration, material 
controls have been listed alongside the 
material impact risks on pages 58 to 61, 
together with governance and assurance. 

The overlap between the material impact 
and significant long-term risks is represented 

in the diagram below. A summary of the 
principal risks and associated mitigation/
control is provided on pages 58 to 61.

The bar chart illustrates the likelihood of 
each event-based risk occurring (relative 
to its causal factors) and the indicative full 
range of potential one-off financial impacts 
(from minimum to maximum) should the risk 
materialise. Each of the multiple impacts 
in the range is subject to an individual post 
event probability, the most likely of which 
is illustrated by the diamond. Where the 
remote maximum impact is both financially 
and non-financially severe (as highlighted by 
the shaded blue box), it is regarded as being 
material, constituting a material impact risk.

Over the last twelve months, ten of the 
thirteen principal risks have remained 
relatively stable from an aggregate position, 
with three principal risks demonstrating a 
movement in exposure: 

• Cyber: The risk has increased to reflect 
the increasing external threat despite 
steps taken to strengthen our internal 
preventative and responsive capability.

• Dam failure: There has been a reduction 
in the aggregate likelihood of dam 
failure following the completion of 
capital investment. The overall dam risk 
continues to evolve as dams are subject 
to periodic assessment along with further 
capital schemes to improve dam safety.

• Programme delivery: The capital 
programme has reduced to reflect 
increased confidence in the deliverability 
of the plan following a year in which the 
committed rate of spend is in line with 
schedules.

Principal risk exposure
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Principal risk Risk exposure Control/mitigation
Governance  
and assurance

A
 

Strategic 
aqueduct 
failure 

MATERIAL 
IMPACT

LONG 
TERM

We own and operate nine aqueducts, 
which transfer water from major 
treatment works and large service 
reservoirs to the wider network. Asset 
deterioration and damage (caused by 
third-party or natural events) are key 
risk factors to water supply and/or 
quality relative to large proportions of 
our customer base. The Haweswater 
Aqueduct is the most significant asset 
of this type and currently has the 
lowest level of resilience.

We are committed to delivering a resilient supply of water. Material 
controls are:

• Rehabilitation/restoration: The Large Diameter Trunk Mains 
(LDTM) inspections regime, along with existing asset maintenance 
programmes, are structured and reviewed periodically to identify 
where major rehabilitation or restoration programmes are required. 
The programmes are centrally governed and delivered to ensure 
the successful rehabilitation and restoration of strategic aqueducts, 
reducing the likelihood and impact of structural failure. Current 
initiatives include the Haweswater Aqueduct Resilience Programme 
and the Vyrnwy Aqueduct Modernisation Programme.

• Aqueduct loss contingency plans: Plans to outline response to 
total loss of supply (in the event of breach) or restrictions on use (in 
the event of a water-quality event) are developed, maintained and 
periodically exercised to enable the rapid deployment of resources and 
engagement with external agencies to maintain community function.

Other controls include protective easements, inspections, and the 
monitoring of flow, pressure and turbidity via sensors and alarms.

Governance 
• Water quality  

first boardM

• Water price 
controlM

• Ofwat liaison 
committee  
(HARP)M

• HARP delivery  
boardM

Assurance 
• Engineering  

team technical 
reviews2

• Assurance  
team reviews2

• Cyclical  
internal audits3 

B
 

Treatment and 
transportation 
of wastewater

MATERIAL 
IMPACT

LONG 
TERM

CLIMATE

We own and operate network 
and treatment assets to collect 
and treat wastewater before it is 
safely returned to the environment. 
Risk factors to the hydraulic and 
operational capacity include: 
population growth; extreme 
weather (amplified by climate 
change); increased surface runoff 
due to residential and commercial 
developments; improper or 
harmful use of the sewer systems; 
and inherent asset health issues. 
Consequential failure, now subject 
to tightening legislation, can result 
in unpermitted storm or emergency 
overflow activations, sewer flooding 
and environmental damage.

We focus on providing reliable and resilient wastewater services. 
Material controls are:

•  Maintenance: Proactive and reactive inspection, servicing, repair and 
replacement activities are planned, prioritised and completed across 
wastewater assets to maintain operational reliability and reduce the 
likelihood of asset failure and environmental impact. 

•  Licence to operate: Mandatory training, certification and competence 
requirements for wastewater operations are defined, delivered and 
routinely refreshed to ensure staff maintain the necessary skills 
and qualifications to safely and effectively operate the wastewater 
processes and assets. 

•  Power resilience: Power resilience plans and assets are maintained 
for critical wastewater sites to ensure continuity of treatment and 
transportation during power interruptions and outages.

Other controls include customer awareness, trade effluent management, 
monitoring of sensors and alarms and emergency response. In addition, 
our better rivers programme focuses on improving river water quality and 
reducing spills from storm and emergency overflow operation.

Governance 
• Wastewater  

price controlM

• Flood 
committeeM

• Pollution 
committeeM

Assurance 
• Assurance  

team reviews2

• Cyclical 
internal audits3

C
 

Cyber

MATERIAL 
IMPACT

LONG 
TERM

As we continue to develop our digital 
capability, we become more reliant 
on connected technology, not only in 
the way we operate, but also the way 
in which we communicate with our 
customers and the wider community. 
Cyber incidents continue to grow 
in all industries with a constantly 
changing threat landscape. The 
potential for data and technology 
assets to be compromised is a key 
risk to business processes and 
operations.

We employ a multi-layer control environment. Material controls are:

•  Infrastructure access controls: Perimeter and internal firewalls, 
supported by intrusion detection systems, are centrally configured, 
monitored and routinely updated to restrict unauthorised access 
and detect malicious activity across the corporate and operational 
technology networks. 

•  System access controls: System, data and internet access is restricted 
through centrally managed authentication, authorisation and usage 
controls, ensuring users are granted only the permissions required for 
their role and preventing unauthorised or inappropriate access across 
information and operational technology (IT and OT) environments. 

•  Point protection: Anti-malware suite and mail gateway service,  
which includes malware detection, transmission protocols, and 
endpoint actions. 

•  Monitoring and response: The Security Operations Centre 
continuously monitors security events, analyses threat activity and 
coordinates timely incident response actions to detect, contain 
and mitigate cyber threats across the organisation’s IT and OT 
environments. We also operate a comprehensive cyber security 
incident response plan with associated training and exercising.

Other controls include security awareness training and business 
continuity plans.

Governance 
• Security 

steering  
groupM 

• NIS governance  
boardM

• Group audit 
and risk board 
(GARB)M

Assurance 
• Security  

team reviews2

• Annual 
internal audit3

• External 
reviews3

MATERIAL 
IMPACT

LONG 
TERM

Risk categorisation

Significant 
long-term risk

Material  
impact

Key:
Governance

M Management committee 
B Board committee 

2 Second-line assurance activity 
3 Third-line assurance 

Assurance (refer to pages 134 to 135) 

Change in risk exposure over the year (see page 57 for explanation)

 Stable Increased Decreased
CLIMATE Climate-related risk
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Principal risk Risk exposure Control/mitigation
Governance  
and assurance

D
 

Water 
availability

MATERIAL 
IMPACT

LONG 
TERM

CLIMATE

Water availability is a long-term risk 
for the UK, driven by a combination 
of changing climatic conditions 
and increasing demand from 
population growth and industrial 
use. Lower-than-average rainfall, 
shifting seasonal patterns and 
extended periods of hot weather are 
reducing water resources through 
higher evaporation and demand. 
These pressures may affect both 
the natural environment and supply 
capacity, increasing the likelihood 
of water-use restrictions. Changes 
to environmental legislation on 
abstraction and compensation may 
further constrain available supplies. 

We are committed to the sustainability and resilience of water resources. 
Material controls are:

•  Strategy: A central water resources planning team develops, maintains 
and periodically reviews the Water Resources Management Plan to 
ensure long-term supply and demand strategy reflects climate and 
demographic change and provides a resilient approach to water 
availability.

•  Production planning: Production planning teams proactively balance 
water availability and treatment/production capacity against forecast 
demand by reviewing supply forecasts, operational constraints and 
risk indicators to ensure sustainable and resilient system operation. 

•  Contingency plan: The statutory Drought Plan is maintained, 
periodically reviewed and enacted when required to set out the 
operational and customer-facing actions the organisation will take to 
manage water shortages and protect system resilience during drought 
conditions. 

Other controls include abstraction and leakage management, and water 
efficiency programmes.

Governance 
• Water quality  

first boardM

• Water price 
controlM 

Assurance 
• Assurance  

team reviews2

• Internal audits3

E
 

Financial risk

MATERIAL 
IMPACT

We are inherently exposed to liquidity, 
market, credit and capital risk due 
to our debt financing, cash and 
derivative holdings, defined benefit 
pension scheme and a significant 
annual commodity spend, notably 
energy. Risk factors include market 
fluctuations, cost or revenue shocks, 
process or system errors or failures 
(internal or counterparty), and poor 
company or sector performance. 
Impacts can be conflated and range 
significantly relating to revenue, the 
group’s Regulatory Capital Value, 
the cost of debt, the cost of goods 
and services, with the most material 
impact being insolvency associated 
with remote risks such as counterparty 
failures or a breach of covenants.

We have a robust and prudent approach to financial risk management. 
Material controls are:

•  Approved limits: Approved parameters for funding, liquidity, interest 
rate, inflation and electricity price commodity exposures, along with 
credit rating and financial ratio tolerance levels, are centrally defined 
in Treasury policies, monitored and reported to ensure treasury 
and financing activities remain within the organisation’s financial 
risk appetite.

•  Control of work: Financial transactions are governed by an established 
control framework incorporating authorisation limits, defined 
transaction parameters, segregation of duties and supervisory review 
to ensure activities are executed in line with approved financial and 
operational standards and limits. 

•  Licence to operate: Mandatory training, certification and competency 
requirements for financial and treasury activities are defined, 
delivered and routinely refreshed to ensure staff maintain the skills 
and authorisations necessary to operate within regulatory, market and 
internal control expectations. 

Other controls include company business planning and monitoring of 
both internal and counterparty performance. The banking resolution 
regime also provides protection in the event of bank failures.

Governance 
• Operational  

compliance 
reviewM

• Executive  
performance 
meetingM

• Quarterly 
treasury 
MI packM

• Treasury 
committeeB 

Assurance 
• External audit 

• Cyclical 
internal audits3 

F
 

Dam failure

MATERIAL 
IMPACT

We own and operate a fleet of over 
100 dams and service reservoirs, 
many of which fall under statutory 
regulations due to their significant 
capacity. The integrity of all dams 
is fundamental to water availability, 
and the safety of society and 
property downstream. Flood damage, 
overtopping, earthquake or erosion 
could, in remote circumstances, 
result in an uncontrolled release of 
a significant volume of water with 
catastrophic implications.

We focus on maintaining extremely low probabilities of individual dam 
failure. Material controls are:

• Portfolio Risk Assessment (PRA): A Portfolio Risk Assessment is 
periodically undertaken to evaluate individual dams against societal 
risk criteria, enabling consistent prioritisation of safety interventions 
across the dam portfolio. 

•  Inspections: Catchment teams and supervising engineers conduct the 
regular inspection and monitoring of dam structures and associated 
assets to identify emerging defects and compliance issues, ensuring 
timely escalation and intervention to maintain dam safety. 

•  Remedial work: Remedial works identified through Portfolio Risk 
Assessments or statutory ‘In the Interest of Safety’ requirements are 
prioritised, designed and delivered to address identified dam safety 
risks and ensure continued compliance with regulatory obligations. 

Other controls include ground maintenance to manage vegetation and 
erosion, and contingency plans.

Governance 
• Dam safety 

groupM 

Assurance 
• Assurance 

team reviews2

• Cyclical 
internal audits3 

• Panel engineer 
inspections3 
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Dear shareholder
I am pleased to present my first report as 
chair of the audit committee, having joined 
the board on 1 October 2025 and assumed 
the role on 14 November 2025. I succeeded 
Doug Webb, who continues to serve as 
a committee member. Ian El-Mokadem 
joined the committee on his appointment 
on 1 June 2025 and Liam Butterworth 
stepped down from the committee on 
14 November 2025.

Provision 29 of the UK 
Corporate Governance 
Code: material controls 
declaration preparedness 
The committee has closely monitored the 
progress of work underway to support the 
first ‘declaration of the effectiveness of the 
material controls’ (the material controls 
declaration) that will be provided at the 
balance sheet date of 31 March 2027 in 
accordance with code provision 29. Since 
the 2024 code was published, work has 
focused on providing the board with an 
increased level of confidence in making the 
material controls declaration utilising existing 
governance and assurance frameworks (see 
pages 55 and 57). Following the redefinition 
of our principal risks last year along with 
the identification of our material impact 
risks and material controls (see pages 57 
to 61), the committee was updated on the 
outcome of a benchmarking exercise to gain 
confidence over the company’s approach. 
The benchmarking involved management 
meeting with KPMG and the Financial 
Reporting Council and the presentation of 
the approach at a session of the FTSE 100 
Group for CFOs. The company’s quantitative 
approach to identify material risks was 
noted as being a more scientific and mature 
approach compared to the alternative 
qualitative approach.

Accounting changes: 
Infrastructure renewals 
expenditure 
As reported in last year’s audit committee 
report, the treatment of infrastructure 
renewals expenditure (IRE) in the group’s 
accounts would change with effect from 
1 April 2025 with IRE expenditure being 
capitalised at the individual component level 
where appropriate, rather than all IRE being 

expensed in the income statement. This was 
largely due to the infrastructure network 
having historically been considered as a small 
number of large components, and, therefore, 
expenditure to maintain the network was 
viewed as repairs or day-to-day servicing. 

The committee agreed with management 
that the new approach would result in 
more useful information being presented 
in the financial statements (see page 195) 
and would better reflect the way in which 
the network was operated and it was 
consistent with the approach adopted by the 
majority of the sector. Linked to the revised 
treatment, management would reassess 
the useful economic lives of infrastructure 
asset types, consistent with recognising 
infrastructure assets as individual 
components within the wider network.

The committee requested that KPMG 
focus its audit work on the new IRE 
methodology, including asset categorisation, 
ageing assumptions, useful economic life 
judgements and implementation of the 
revised approach. An update from KPMG 
was sought at the half year which confirmed 
that the company’s internal processes were 
operating as intended. IRE is reported as 
a key audit matter in KPMG’s report on 
page 182.

Accounting changes: 
Effective interest rate for 
floating-rate financial 
liabilities
During the year, management asked the 
committee to review a proposed change to 
the way in which the Effective Interest Rate 
(EIR) method is applied in the amortised 
cost measurement of financial liabilities 
where contractual cash flows are subject 
to variability, which includes changes 
arising from a ‘floating rate of interest’. 
The proposal considered recent periods 
of unusually high and low inflation, which 
created income statement volatility that 
management considered unrepresentative of 
the underlying economics. It also considered 
the International Accounting Standards 
Board’s ongoing work following its Post 
Implementation Review of IFRS 9, which 
acknowledges diversity in practice in applying 
the EIR method to variable rate instruments 
when measuring financial instruments with 
variable cash flows at amortised cost.  

Quick facts
• Both Marina Wyatt and Doug Webb are 

chartered accountants and both are 
considered by the board to have recent 
and relevant financial experience, 
having served as chief financial officers 
of listed FTSE companies during their 
careers. Among other roles, Marina 
chaired the audit committee at Renewi 
plc and retired from her most recent 
executive role as CFO at Associated 
British Ports Limited in 2024. Doug, 
who has more than ten years' 
experience as a non-executive director 
and chairing audit committees, retired 
as CFO of Meggitt PLC in 2018. 

• All members of the committee are 
independent non-executive directors 
and the board is satisfied that the 
committee as a whole has competence 
relevant to the sector. Attendance at 
audit committee meetings is set out on 
page 110. Biographies of the directors 
can be found on pages 102 to 105.

• Other regular attendees at meetings at 
the invitation of the committee include 
the CEO, the CFO, the company 
secretary, the head of audit and risk, 
the group financial controller, and 
representatives from the external 
auditor, KPMG LLP (KPMG). None 
of these attendees are members of 
the committee but they are asked 
to participate in the review of the 
performance of the committee (see 
page 119). 

• The representatives from KPMG and 
the head of audit and risk each have 
time with the committee and the 
company secretary to raise freely 
any concerns they may have without 
management being present.

• The chair of the committee has regular 
one-to-one meetings with the CFO, the 
head of audit and risk and the KPMG 
audit engagement partner.

• The committee is authorised to seek 
outside legal or other independent 
professional advice as it sees fit, but 
has not done so during the year.

Quick links
 A Terms of reference: unitedutilities.

com/corporate-governance

Members 

Marina Wyatt
Chair

• Kath Cates

• Ian El-Mokadem

• Doug Webb 
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The technical rationale for the change and the 
modelling underpinning it was independently 
critiqued. The change in treatment was 
discussed with KPMG. The committee 
reviewed the proposal at a specially convened 
meeting, challenging management as 
to whether applying the change to the 
31 March 2026 accounts was the most 
appropriate time in the asset management 
period (AMP). After discussion, taking into 
account investor sentiment that the prior 
approach led to counter-intuitive outcomes 
particularly during times of high inflation, the 
committee approved the revised approach, 
subject to management providing clear 
explanations in the accounts (see page 195).

Haweswater Aqueduct 
Resilience Programme 
During the year, the competitive 
procurement process to identify the 
competitively appointed provider (CAP) to 
design, build, finance and maintain new 
sections of the Haweswater Aqueduct tunnel 
via a direct procurement for customers 
contract was completed. 

The committee discussed the expected future 
accounting implications of the programme 
given the material cash inflows and outflows 
from April 2026 and construction of highly 
material assets. Discussions focused on 
the nature and timing of transactions with 
the CAP and liabilities arising thereto, as 
well as the treatment of income received 
through customer bills and passed to the 
CAP as the assets are constructed. The 
committee agreed that the impact of the 
programme on the group’s reported income 
statement should be treated as adjusting 
items in arriving at the group’s alternative 
performance measures, given the recognition 
of revenue and associated costs gives rise to 
material timing differences over the life of the 
programme that will not be representative of 
underlying performance in the years in which 
income and expenses are reported.

Audit quality 
The committee reviewed the FRC’s 2024/25 
Audit Quality Inspection and Supervision 
Results, noting that KPMG achieved an 
increase to 90% of the proportion of 
audits assessed as requiring ‘no more than 
limited improvements’ (2023/24: 89%). The 
findings were discussed with KPMG, who 
attributed the strong results to a continued 
drive in investment, and a continued 

focus on sustainable audit quality which is 
embedded through its Single Quality Plan, 
and the focus on phasing the work across 
the audit lifecycle and accelerating work 
where possible to create additional time and 
space for enhancing quality. The committee 
received an overview of KPMG’s audit quality 
framework processes, including an outline 
of the challenge process undertaken by the 
independent reviewing partner assigned 
to the audit known as the ‘engagement 
quality control reviewer’ (the EQCR). Taking 
into account the findings of assessment 
of the 31 March 2025 audit presented to 
the committee in September 2025, the 
committee concluded that the external audit 
process for 2025 had been effective.

Anti-fraud policies
The committee has been kept fully informed 
of work undertaken to ensure the group’s 
fraud policies and procedures were aligned 
with the Economic Crime and Corporate 
Transparency Act 2023. A new fraud 
prevention plan was implemented during 
the year and external assurance of the 
company’s readiness to comply with the 
requirements obtained.

Audit partner rotation
Gill Hopwood-Bell was appointed as audit 
engagement partner for the 2025/26 audit, 
following her shadowing Ian Griffiths, her 
predecessor, during the 2024/25 audit. Due 
to unforeseen personal circumstances, Gill 
was not able to complete the audit. Andrew 
Bradshaw, who had previously worked on 
the company’s audit from 2011 to 2016, was 
appointed as audit engagement partner 
during the final stages of the audit. 

At the time of the audit engagement 
partner rotation, the committee considered 
whether a competitive audit tender should 
be undertaken, but concluded, given its 
satisfaction with the service provided by 
KPMG, that it remained a satisfactory 
incumbent and there was no urgent need 
for, or possible tangible benefit that could be 
expected to be gained from, tendering the 
audit earlier than expected.

During the year, the committee asked 
management to provide a timeline for the 
tender process to select a new auditor ahead 
of the end of KPMG’s maximum tenure. It 
was expected that the next tender would be 
completed by March 2028.

Governance
The committee has followed the 
requirements of the FRC’s Audit Committees 
and the External Audit: Minimum Standard 
(see page 130) and applied the principles of 
the code and reported on the provisions as 
applicable for the year ended 31 March 2026.

As chair of the committee, I would welcome 
any feedback you may have on the report 
that follows or the work of the committee. 
I intend to be present at the AGM in July 
2026, and representatives from KPMG will 
be in attendance. 

This report was approved by the committee 
at its meeting held on 06 May 2026.

Marina Wyatt
Chair of the audit committee

Main responsibilities
• Make a recommendation to the board 

for the appointment or reappointment 
of the auditor, and to be responsible 
for the tender of the audit from time to 
time and to agree the fees paid to the 
auditor.

• Establish policies for the provision of 
any non-audit services by the auditor.

• Challenge the auditor on the scope 
and the results of the annual audit and 
report to the board on the effectiveness 
of the audit process and how the 
independence and objectivity of the 
auditor has been safeguarded.

• Review the half-year and annual financial 
statements and any announcements 
relating to financial performance, 
including reporting to the board on 
the significant issues proposed by 
management and, in particular, those 
challenged by the committee in relation 
to the financial statements and how 
these were addressed.

• Approve the scope and remit, and 
assess the effectiveness of the internal 
audit function and the group’s internal 
control and risk management systems.

• Review the group’s procedures for 
reporting fraud and other inappropriate 
behaviour, and receive reports relating 
thereto.

• Report to the board on how it has 
discharged its responsibilities.
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Dear shareholder
I am pleased to present my first report as 
chair of the audit committee, having joined 
the board on 1 October 2025 and assumed 
the role on 14 November 2025. I succeeded 
Doug Webb, who continues to serve as 
a committee member. Ian El-Mokadem 
joined the committee on his appointment 
on 1 June 2025 and Liam Butterworth 
stepped down from the committee on 
14 November 2025.

Provision 29 of the UK 
Corporate Governance 
Code: material controls 
declaration preparedness 
The committee has closely monitored the 
progress of work underway to support the 
first ‘declaration of the effectiveness of the 
material controls’ (the material controls 
declaration) that will be provided at the 
balance sheet date of 31 March 2027 in 
accordance with code provision 29. Since 
the 2024 code was published, work has 
focused on providing the board with an 
increased level of confidence in making the 
material controls declaration utilising existing 
governance and assurance frameworks (see 
pages 55 and 57). Following the redefinition 
of our principal risks last year along with 
the identification of our material impact 
risks and material controls (see pages 57 
to 61), the committee was updated on the 
outcome of a benchmarking exercise to gain 
confidence over the company’s approach. 
The benchmarking involved management 
meeting with KPMG and the Financial 
Reporting Council and the presentation of 
the approach at a session of the FTSE 100 
Group for CFOs. The company’s quantitative 
approach to identify material risks was 
noted as being a more scientific and mature 
approach compared to the alternative 
qualitative approach.

Accounting changes: 
Infrastructure renewals 
expenditure 
As reported in last year’s audit committee 
report, the treatment of infrastructure 
renewals expenditure (IRE) in the group’s 
accounts would change with effect from 
1 April 2025 with IRE expenditure being 
capitalised at the individual component level 
where appropriate, rather than all IRE being 

expensed in the income statement. This was 
largely due to the infrastructure network 
having historically been considered as a small 
number of large components, and, therefore, 
expenditure to maintain the network was 
viewed as repairs or day-to-day servicing. 

The committee agreed with management 
that the new approach would result in 
more useful information being presented 
in the financial statements (see page 195) 
and would better reflect the way in which 
the network was operated and it was 
consistent with the approach adopted by the 
majority of the sector. Linked to the revised 
treatment, management would reassess 
the useful economic lives of infrastructure 
asset types, consistent with recognising 
infrastructure assets as individual 
components within the wider network.

The committee requested that KPMG 
focus its audit work on the new IRE 
methodology, including asset categorisation, 
ageing assumptions, useful economic life 
judgements and implementation of the 
revised approach. An update from KPMG 
was sought at the half year which confirmed 
that the company’s internal processes were 
operating as intended. IRE is reported as 
a key audit matter in KPMG’s report on 
page 182.

Accounting changes: 
Effective interest rate for 
floating-rate financial 
liabilities
During the year, management asked the 
committee to review a proposed change to 
the way in which the Effective Interest Rate 
(EIR) method is applied in the amortised 
cost measurement of financial liabilities 
where contractual cash flows are subject 
to variability, which includes changes 
arising from a ‘floating rate of interest’. 
The proposal considered recent periods 
of unusually high and low inflation, which 
created income statement volatility that 
management considered unrepresentative of 
the underlying economics. It also considered 
the International Accounting Standards 
Board’s ongoing work following its Post 
Implementation Review of IFRS 9, which 
acknowledges diversity in practice in applying 
the EIR method to variable rate instruments 
when measuring financial instruments with 
variable cash flows at amortised cost.  

Quick facts
• Both Marina Wyatt and Doug Webb are 

chartered accountants and both are 
considered by the board to have recent 
and relevant financial experience, 
having served as chief financial officers 
of listed FTSE companies during their 
careers. Among other roles, Marina 
chaired the audit committee at Renewi 
plc and retired from her most recent 
executive role as CFO at Associated 
British Ports Limited in 2024. Doug, 
who has more than ten years' 
experience as a non-executive director 
and chairing audit committees, retired 
as CFO of Meggitt PLC in 2018. 

• All members of the committee are 
independent non-executive directors 
and the board is satisfied that the 
committee as a whole has competence 
relevant to the sector. Attendance at 
audit committee meetings is set out on 
page 110. Biographies of the directors 
can be found on pages 102 to 105.

• Other regular attendees at meetings at 
the invitation of the committee include 
the CEO, the CFO, the company 
secretary, the head of audit and risk, 
the group financial controller, and 
representatives from the external 
auditor, KPMG LLP (KPMG). None 
of these attendees are members of 
the committee but they are asked 
to participate in the review of the 
performance of the committee (see 
page 119). 

• The representatives from KPMG and 
the head of audit and risk each have 
time with the committee and the 
company secretary to raise freely 
any concerns they may have without 
management being present.

• The chair of the committee has regular 
one-to-one meetings with the CFO, the 
head of audit and risk and the KPMG 
audit engagement partner.

• The committee is authorised to seek 
outside legal or other independent 
professional advice as it sees fit, but 
has not done so during the year.

Quick links
 A Terms of reference: unitedutilities.

com/corporate-governance

Members 

Marina Wyatt
Chair

• Kath Cates

• Ian El-Mokadem

• Doug Webb 
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The technical rationale for the change and the 
modelling underpinning it was independently 
critiqued. The change in treatment was 
discussed with KPMG. The committee 
reviewed the proposal at a specially convened 
meeting, challenging management as 
to whether applying the change to the 
31 March 2026 accounts was the most 
appropriate time in the asset management 
period (AMP). After discussion, taking into 
account investor sentiment that the prior 
approach led to counter-intuitive outcomes 
particularly during times of high inflation, the 
committee approved the revised approach, 
subject to management providing clear 
explanations in the accounts (see page 195).

Haweswater Aqueduct 
Resilience Programme 
During the year, the competitive 
procurement process to identify the 
competitively appointed provider (CAP) to 
design, build, finance and maintain new 
sections of the Haweswater Aqueduct tunnel 
via a direct procurement for customers 
contract was completed. 

The committee discussed the expected future 
accounting implications of the programme 
given the material cash inflows and outflows 
from April 2026 and construction of highly 
material assets. Discussions focused on 
the nature and timing of transactions with 
the CAP and liabilities arising thereto, as 
well as the treatment of income received 
through customer bills and passed to the 
CAP as the assets are constructed. The 
committee agreed that the impact of the 
programme on the group’s reported income 
statement should be treated as adjusting 
items in arriving at the group’s alternative 
performance measures, given the recognition 
of revenue and associated costs gives rise to 
material timing differences over the life of the 
programme that will not be representative of 
underlying performance in the years in which 
income and expenses are reported.

Audit quality 
The committee reviewed the FRC’s 2024/25 
Audit Quality Inspection and Supervision 
Results, noting that KPMG achieved an 
increase to 90% of the proportion of 
audits assessed as requiring ‘no more than 
limited improvements’ (2023/24: 89%). The 
findings were discussed with KPMG, who 
attributed the strong results to a continued 
drive in investment, and a continued 

focus on sustainable audit quality which is 
embedded through its Single Quality Plan, 
and the focus on phasing the work across 
the audit lifecycle and accelerating work 
where possible to create additional time and 
space for enhancing quality. The committee 
received an overview of KPMG’s audit quality 
framework processes, including an outline 
of the challenge process undertaken by the 
independent reviewing partner assigned 
to the audit known as the ‘engagement 
quality control reviewer’ (the EQCR). Taking 
into account the findings of assessment 
of the 31 March 2025 audit presented to 
the committee in September 2025, the 
committee concluded that the external audit 
process for 2025 had been effective.

Anti-fraud policies
The committee has been kept fully informed 
of work undertaken to ensure the group’s 
fraud policies and procedures were aligned 
with the Economic Crime and Corporate 
Transparency Act 2023. A new fraud 
prevention plan was implemented during 
the year and external assurance of the 
company’s readiness to comply with the 
requirements obtained.

Audit partner rotation
Gill Hopwood-Bell was appointed as audit 
engagement partner for the 2025/26 audit, 
following her shadowing Ian Griffiths, her 
predecessor, during the 2024/25 audit. Due 
to unforeseen personal circumstances, Gill 
was not able to complete the audit. Andrew 
Bradshaw, who had previously worked on 
the company’s audit from 2011 to 2016, was 
appointed as audit engagement partner 
during the final stages of the audit. 

At the time of the audit engagement 
partner rotation, the committee considered 
whether a competitive audit tender should 
be undertaken, but concluded, given its 
satisfaction with the service provided by 
KPMG, that it remained a satisfactory 
incumbent and there was no urgent need 
for, or possible tangible benefit that could be 
expected to be gained from, tendering the 
audit earlier than expected.

During the year, the committee asked 
management to provide a timeline for the 
tender process to select a new auditor ahead 
of the end of KPMG’s maximum tenure. It 
was expected that the next tender would be 
completed by March 2028.

Governance
The committee has followed the 
requirements of the FRC’s Audit Committees 
and the External Audit: Minimum Standard 
(see page 130) and applied the principles of 
the code and reported on the provisions as 
applicable for the year ended 31 March 2026.

As chair of the committee, I would welcome 
any feedback you may have on the report 
that follows or the work of the committee. 
I intend to be present at the AGM in July 
2026, and representatives from KPMG will 
be in attendance. 

This report was approved by the committee 
at its meeting held on 06 May 2026.

Marina Wyatt
Chair of the audit committee

Main responsibilities
• Make a recommendation to the board 

for the appointment or reappointment 
of the auditor, and to be responsible 
for the tender of the audit from time to 
time and to agree the fees paid to the 
auditor.

• Establish policies for the provision of 
any non-audit services by the auditor.

• Challenge the auditor on the scope 
and the results of the annual audit and 
report to the board on the effectiveness 
of the audit process and how the 
independence and objectivity of the 
auditor has been safeguarded.

• Review the half-year and annual financial 
statements and any announcements 
relating to financial performance, 
including reporting to the board on 
the significant issues proposed by 
management and, in particular, those 
challenged by the committee in relation 
to the financial statements and how 
these were addressed.

• Approve the scope and remit, and 
assess the effectiveness of the internal 
audit function and the group’s internal 
control and risk management systems.

• Review the group’s procedures for 
reporting fraud and other inappropriate 
behaviour, and receive reports relating 
thereto.

• Report to the board on how it has 
discharged its responsibilities.
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Dear shareholder
I am pleased to present my first report as 
chair of the audit committee, having joined 
the board on 1 October 2025 and assumed 
the role on 14 November 2025. I succeeded 
Doug Webb, who continues to serve as 
a committee member. Ian El-Mokadem 
joined the committee on his appointment 
on 1 June 2025 and Liam Butterworth 
stepped down from the committee on 
14 November 2025.

Provision 29 of the UK 
Corporate Governance 
Code: material controls 
declaration preparedness 
The committee has closely monitored the 
progress of work underway to support the 
first ‘declaration of the effectiveness of the 
material controls’ (the material controls 
declaration) that will be provided at the 
balance sheet date of 31 March 2027 in 
accordance with code provision 29. Since 
the 2024 code was published, work has 
focused on providing the board with an 
increased level of confidence in making the 
material controls declaration utilising existing 
governance and assurance frameworks (see 
pages 55 and 57). Following the redefinition 
of our principal risks last year along with 
the identification of our material impact 
risks and material controls (see pages 57 
to 61), the committee was updated on the 
outcome of a benchmarking exercise to gain 
confidence over the company’s approach. 
The benchmarking involved management 
meeting with KPMG and the Financial 
Reporting Council and the presentation of 
the approach at a session of the FTSE 100 
Group for CFOs. The company’s quantitative 
approach to identify material risks was 
noted as being a more scientific and mature 
approach compared to the alternative 
qualitative approach.

Accounting changes: 
Infrastructure renewals 
expenditure 
As reported in last year’s audit committee 
report, the treatment of infrastructure 
renewals expenditure (IRE) in the group’s 
accounts would change with effect from 
1 April 2025 with IRE expenditure being 
capitalised at the individual component level 
where appropriate, rather than all IRE being 

expensed in the income statement. This was 
largely due to the infrastructure network 
having historically been considered as a small 
number of large components, and, therefore, 
expenditure to maintain the network was 
viewed as repairs or day-to-day servicing. 

The committee agreed with management 
that the new approach would result in 
more useful information being presented 
in the financial statements (see page 195) 
and would better reflect the way in which 
the network was operated and it was 
consistent with the approach adopted by the 
majority of the sector. Linked to the revised 
treatment, management would reassess 
the useful economic lives of infrastructure 
asset types, consistent with recognising 
infrastructure assets as individual 
components within the wider network.

The committee requested that KPMG 
focus its audit work on the new IRE 
methodology, including asset categorisation, 
ageing assumptions, useful economic life 
judgements and implementation of the 
revised approach. An update from KPMG 
was sought at the half year which confirmed 
that the company’s internal processes were 
operating as intended. IRE is reported as 
a key audit matter in KPMG’s report on 
page 182.

Accounting changes: 
Effective interest rate for 
floating-rate financial 
liabilities
During the year, management asked the 
committee to review a proposed change to 
the way in which the Effective Interest Rate 
(EIR) method is applied in the amortised 
cost measurement of financial liabilities 
where contractual cash flows are subject 
to variability, which includes changes 
arising from a ‘floating rate of interest’. 
The proposal considered recent periods 
of unusually high and low inflation, which 
created income statement volatility that 
management considered unrepresentative of 
the underlying economics. It also considered 
the International Accounting Standards 
Board’s ongoing work following its Post 
Implementation Review of IFRS 9, which 
acknowledges diversity in practice in applying 
the EIR method to variable rate instruments 
when measuring financial instruments with 
variable cash flows at amortised cost.  

Quick facts
• Both Marina Wyatt and Doug Webb are 

chartered accountants and both are 
considered by the board to have recent 
and relevant financial experience, 
having served as chief financial officers 
of listed FTSE companies during their 
careers. Among other roles, Marina 
chaired the audit committee at Renewi 
plc and retired from her most recent 
executive role as CFO at Associated 
British Ports Limited in 2024. Doug, 
who has more than ten years' 
experience as a non-executive director 
and chairing audit committees, retired 
as CFO of Meggitt PLC in 2018. 

• All members of the committee are 
independent non-executive directors 
and the board is satisfied that the 
committee as a whole has competence 
relevant to the sector. Attendance at 
audit committee meetings is set out on 
page 110. Biographies of the directors 
can be found on pages 102 to 105.

• Other regular attendees at meetings at 
the invitation of the committee include 
the CEO, the CFO, the company 
secretary, the head of audit and risk, 
the group financial controller, and 
representatives from the external 
auditor, KPMG LLP (KPMG). None 
of these attendees are members of 
the committee but they are asked 
to participate in the review of the 
performance of the committee (see 
page 119). 

• The representatives from KPMG and 
the head of audit and risk each have 
time with the committee and the 
company secretary to raise freely 
any concerns they may have without 
management being present.

• The chair of the committee has regular 
one-to-one meetings with the CFO, the 
head of audit and risk and the KPMG 
audit engagement partner.

• The committee is authorised to seek 
outside legal or other independent 
professional advice as it sees fit, but 
has not done so during the year.

Quick links
 A Terms of reference: unitedutilities.

com/corporate-governance

Members 

Marina Wyatt
Chair

• Kath Cates

• Ian El-Mokadem

• Doug Webb 
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The technical rationale for the change and the 
modelling underpinning it was independently 
critiqued. The change in treatment was 
discussed with KPMG. The committee 
reviewed the proposal at a specially convened 
meeting, challenging management as 
to whether applying the change to the 
31 March 2026 accounts was the most 
appropriate time in the asset management 
period (AMP). After discussion, taking into 
account investor sentiment that the prior 
approach led to counter-intuitive outcomes 
particularly during times of high inflation, the 
committee approved the revised approach, 
subject to management providing clear 
explanations in the accounts (see page 195).

Haweswater Aqueduct 
Resilience Programme 
During the year, the competitive 
procurement process to identify the 
competitively appointed provider (CAP) to 
design, build, finance and maintain new 
sections of the Haweswater Aqueduct tunnel 
via a direct procurement for customers 
contract was completed. 

The committee discussed the expected future 
accounting implications of the programme 
given the material cash inflows and outflows 
from April 2026 and construction of highly 
material assets. Discussions focused on 
the nature and timing of transactions with 
the CAP and liabilities arising thereto, as 
well as the treatment of income received 
through customer bills and passed to the 
CAP as the assets are constructed. The 
committee agreed that the impact of the 
programme on the group’s reported income 
statement should be treated as adjusting 
items in arriving at the group’s alternative 
performance measures, given the recognition 
of revenue and associated costs gives rise to 
material timing differences over the life of the 
programme that will not be representative of 
underlying performance in the years in which 
income and expenses are reported.

Audit quality 
The committee reviewed the FRC’s 2024/25 
Audit Quality Inspection and Supervision 
Results, noting that KPMG achieved an 
increase to 90% of the proportion of 
audits assessed as requiring ‘no more than 
limited improvements’ (2023/24: 89%). The 
findings were discussed with KPMG, who 
attributed the strong results to a continued 
drive in investment, and a continued 

focus on sustainable audit quality which is 
embedded through its Single Quality Plan, 
and the focus on phasing the work across 
the audit lifecycle and accelerating work 
where possible to create additional time and 
space for enhancing quality. The committee 
received an overview of KPMG’s audit quality 
framework processes, including an outline 
of the challenge process undertaken by the 
independent reviewing partner assigned 
to the audit known as the ‘engagement 
quality control reviewer’ (the EQCR). Taking 
into account the findings of assessment 
of the 31 March 2025 audit presented to 
the committee in September 2025, the 
committee concluded that the external audit 
process for 2025 had been effective.

Anti-fraud policies
The committee has been kept fully informed 
of work undertaken to ensure the group’s 
fraud policies and procedures were aligned 
with the Economic Crime and Corporate 
Transparency Act 2023. A new fraud 
prevention plan was implemented during 
the year and external assurance of the 
company’s readiness to comply with the 
requirements obtained.

Audit partner rotation
Gill Hopwood-Bell was appointed as audit 
engagement partner for the 2025/26 audit, 
following her shadowing Ian Griffiths, her 
predecessor, during the 2024/25 audit. Due 
to unforeseen personal circumstances, Gill 
was not able to complete the audit. Andrew 
Bradshaw, who had previously worked on 
the company’s audit from 2011 to 2016, was 
appointed as audit engagement partner 
during the final stages of the audit. 

At the time of the audit engagement 
partner rotation, the committee considered 
whether a competitive audit tender should 
be undertaken, but concluded, given its 
satisfaction with the service provided by 
KPMG, that it remained a satisfactory 
incumbent and there was no urgent need 
for, or possible tangible benefit that could be 
expected to be gained from, tendering the 
audit earlier than expected.

During the year, the committee asked 
management to provide a timeline for the 
tender process to select a new auditor ahead 
of the end of KPMG’s maximum tenure. It 
was expected that the next tender would be 
completed by March 2028.

Governance
The committee has followed the 
requirements of the FRC’s Audit Committees 
and the External Audit: Minimum Standard 
(see page 130) and applied the principles of 
the code and reported on the provisions as 
applicable for the year ended 31 March 2026.

As chair of the committee, I would welcome 
any feedback you may have on the report 
that follows or the work of the committee. 
I intend to be present at the AGM in July 
2026, and representatives from KPMG will 
be in attendance. 

This report was approved by the committee 
at its meeting held on 06 May 2026.

Marina Wyatt
Chair of the audit committee

Main responsibilities
• Make a recommendation to the board 

for the appointment or reappointment 
of the auditor, and to be responsible 
for the tender of the audit from time to 
time and to agree the fees paid to the 
auditor.

• Establish policies for the provision of 
any non-audit services by the auditor.

• Challenge the auditor on the scope 
and the results of the annual audit and 
report to the board on the effectiveness 
of the audit process and how the 
independence and objectivity of the 
auditor has been safeguarded.

• Review the half-year and annual financial 
statements and any announcements 
relating to financial performance, 
including reporting to the board on 
the significant issues proposed by 
management and, in particular, those 
challenged by the committee in relation 
to the financial statements and how 
these were addressed.

• Approve the scope and remit, and 
assess the effectiveness of the internal 
audit function and the group’s internal 
control and risk management systems.

• Review the group’s procedures for 
reporting fraud and other inappropriate 
behaviour, and receive reports relating 
thereto.

• Report to the board on how it has 
discharged its responsibilities.
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Approved by the board 
and disclosed in 2024 
annual report

A 'dry run' was scheduled 
to be presented to the 
board in May 2026

Approved by the board and disclosed in the 2025 annual report

Re�ning and expanding 
our existing disclosures 
regarding e�ectiveness of 
risk management and 
internal controls

Rede�ned our principal 
risks as: 
•  Material impact risks
•  Signi�cant long-term
    risks

Identifying our material 
controls (and their 
governance) which 
mitigate our material 
impact risks

Improving the board’s line 
of sight of the e�ective 
operation of material 
controls:
•  Evidencing control
    e�ectiveness
•  Assurance of control
    activities

Material controls declaration project
Following the publication of the 2024 code, work commenced to evolve the approach 
to principal risks and material controls and the board’s preparedness to being able to 
provide, with confidence, a material controls declaration as required by provision 29 of 
the code. The activities to date are summarised below. 

Reporting area
Significant issues that the committee 
has considered relating to the financial 
statements

 A See pages 128 to 129

An explanation of the application of 
the company’s accounting policies

 A See pages 195 to 198

How the independence and 
effectiveness of the external audit 
process was assessed

 A See page 132

How the external auditor’s 
independence and objectivity are 
safeguarded 

 A See pages 132 to 133

During the year, the audit committee has 
been kept fully informed of progress of 
the material controls declaration project, 
providing feedback and suggestions to 
management – including that the board 
should have early sight of and fully 
understand what information would 
be presented to it in order to make the 
declaration, not only in relation to the 
material risks, but to show it had been 
engaged in reviewing the material controls 
over a suitable time period. The existing 
governance, risk management, internal 
control and assurance frameworks will be 
utilised to support the material controls 
declaration. 

In November 2025, the board was apprised 
of the progress of the project – including 
the provision of a draft material controls 
reporting tracker which would summarise 
the material impact risks and associated 
material controls, a view and explanation 
of the effectiveness of the controls and any 
supporting assurance. A further deep-dive 
session was held with the board in February 
2026, updating on progress and providing 
a further opportunity for discussion, obtain 
the views of board members and points for 
management to action. It was agreed that 
a ‘dry-run’ would be undertaken for the 
31 March 2026 year, and was scheduled to 
be presented to the board in May 2026. 

Audit committees and the 
external audit: minimum 
standard
The committee has followed the 
requirements of the FRC’s Audit 
Committees and the External Audit: 
Minimum Standard for the year ended 
31 March 2026. With respect to the 
2025/26 audit, there were no requests 
from shareholders for certain matters to 
be included in the audit nor was there 
a regulatory inspection of the quality 
of the audit. It was expected that the 
next audit tender would be completed 
by March 2028. A competitive audit 
tender process was last conducted in 
2019, KPMG was retained as auditor 
following that competitive tender 
process (see page 133).
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Assessment of whether ‘the annual report and accounts, taken as a whole, is fair, 
balanced and understandable and provides the information necessary for shareholders 
to assess the company’s position and performance, business model and strategy’.

Objective
In accordance with the code, one of the 
main roles of the committee should be 
to ‘monitor the integrity of the financial 
statements’, furthermore, it is responsible 
for making a recommendation to the 
board on whether ‘the annual report and 
accounts, taken as a whole, is fair, balanced 
and understandable and provides the 
information necessary for shareholders 
to assess the company’s position and 
performance, business model and strategy’.

Actions
The committee:
• reviewed early versions of the annual 

report at various stages during the 
drafting process to ensure that the 
key messages were aligned with the 
company’s position, performance and 
strategy and the financial performance 
of the business as understood by the 
committee:

• reviewed the significant issues identified 
by management and whether the same 
were aligned with the key audit matters 
identified by the auditor;

• reviewed comments provided by the 
member of the executive team with 
extensive knowledge of the business who 
reviewed the draft annual report ensuring 
the messaging was fair and balanced, and 
did not just focus on, or over emphasise, 
the positives;

• reviewed the third-party ‘limited 
assurance’ provided in relation to 

the reporting against the TCFD 
recommendations (see the index on 
page 53) and the remuneration committee 
report (see page 140);

• received updates on the calculation of 
underlying operating profit measures 
as one of the principal alternative 
performance measures (APMs) used by 
management, a full guide to APMs can be 
found on page 96;

• took into account reporting by KPMG 
(under ISA (UK) 720) of any material 
inconsistencies between the ‘other 
information’ and ‘statutory other 
information’ presented in the annual 
report (i.e. in the strategic report, the 
directors’ report and the corporate 
governance statement), and the financial 
statements, taking into account the 
auditor’s knowledge obtained in the 
audit, or the auditor’s understanding of 
the legal and regulatory requirements 
applicable to the ‘other information’ 
and ‘statutory other information’. The 
TCFD and Streamlined Energy and 
Carbon Reporting (SECR) disclosures are 
deemed to be ‘other information’ as they 
are included in the company’s strategic 
report, due to their importance to the 
company. Other assurance of the TCFD 
and SECR disclosures (see pages 26 
and 72, respectively) is undertaken both 
by third parties and the internal audit 
team; and

• considered whether the key events 
and issues that had occurred and been 

reported to the board during the year, 
both good and bad, had been adequately 
referenced or reflected within the 
integrated annual report.

Outcome
The committee concluded that processes 
had been followed to provide support to 
the board to enable it to state that ‘the 
annual report and accounts, taken as a 
whole, is fair, balanced and understandable 
and provides the information necessary 
for shareholders to assess the company’s 
position and performance, business model 
and strategy’ (see page 175).

Relationship with  
external auditor
The committee, on behalf of the board, is 
responsible for managing the relationship 
with KPMG, the group’s external auditor, 
and part of that role is to examine the 
effectiveness of the external audit process 
and make an assessment of the independence 
of the external auditor. These assessments 
will contribute to the decisions on whether to 
reappoint the auditor or tender the audit.

Quick links
 A Read more about our core values on 

page 22

 A Read more about our financial 
performance on page 90
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impact risks

Improving the board’s line 
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operation of material 
controls:
•  Evidencing control
    e�ectiveness
•  Assurance of control
    activities

Material controls declaration project
Following the publication of the 2024 code, work commenced to evolve the approach 
to principal risks and material controls and the board’s preparedness to being able to 
provide, with confidence, a material controls declaration as required by provision 29 of 
the code. The activities to date are summarised below. 

Reporting area
Significant issues that the committee 
has considered relating to the financial 
statements

 A See pages 128 to 129

An explanation of the application of 
the company’s accounting policies

 A See pages 195 to 198

How the independence and 
effectiveness of the external audit 
process was assessed

 A See page 132

How the external auditor’s 
independence and objectivity are 
safeguarded 

 A See pages 132 to 133

During the year, the audit committee has 
been kept fully informed of progress of 
the material controls declaration project, 
providing feedback and suggestions to 
management – including that the board 
should have early sight of and fully 
understand what information would 
be presented to it in order to make the 
declaration, not only in relation to the 
material risks, but to show it had been 
engaged in reviewing the material controls 
over a suitable time period. The existing 
governance, risk management, internal 
control and assurance frameworks will be 
utilised to support the material controls 
declaration. 

In November 2025, the board was apprised 
of the progress of the project – including 
the provision of a draft material controls 
reporting tracker which would summarise 
the material impact risks and associated 
material controls, a view and explanation 
of the effectiveness of the controls and any 
supporting assurance. A further deep-dive 
session was held with the board in February 
2026, updating on progress and providing 
a further opportunity for discussion, obtain 
the views of board members and points for 
management to action. It was agreed that 
a ‘dry-run’ would be undertaken for the 
31 March 2026 year, and was scheduled to 
be presented to the board in May 2026. 

Audit committees and the 
external audit: minimum 
standard
The committee has followed the 
requirements of the FRC’s Audit 
Committees and the External Audit: 
Minimum Standard for the year ended 
31 March 2026. With respect to the 
2025/26 audit, there were no requests 
from shareholders for certain matters to 
be included in the audit nor was there 
a regulatory inspection of the quality 
of the audit. It was expected that the 
next audit tender would be completed 
by March 2028. A competitive audit 
tender process was last conducted in 
2019, KPMG was retained as auditor 
following that competitive tender 
process (see page 133).
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Assessment of whether ‘the annual report and accounts, taken as a whole, is fair, 
balanced and understandable and provides the information necessary for shareholders 
to assess the company’s position and performance, business model and strategy’.

Objective
In accordance with the code, one of the 
main roles of the committee should be 
to ‘monitor the integrity of the financial 
statements’, furthermore, it is responsible 
for making a recommendation to the 
board on whether ‘the annual report and 
accounts, taken as a whole, is fair, balanced 
and understandable and provides the 
information necessary for shareholders 
to assess the company’s position and 
performance, business model and strategy’.

Actions
The committee:
• reviewed early versions of the annual 

report at various stages during the 
drafting process to ensure that the 
key messages were aligned with the 
company’s position, performance and 
strategy and the financial performance 
of the business as understood by the 
committee:

• reviewed the significant issues identified 
by management and whether the same 
were aligned with the key audit matters 
identified by the auditor;

• reviewed comments provided by the 
member of the executive team with 
extensive knowledge of the business who 
reviewed the draft annual report ensuring 
the messaging was fair and balanced, and 
did not just focus on, or over emphasise, 
the positives;

• reviewed the third-party ‘limited 
assurance’ provided in relation to 

the reporting against the TCFD 
recommendations (see the index on 
page 53) and the remuneration committee 
report (see page 140);

• received updates on the calculation of 
underlying operating profit measures 
as one of the principal alternative 
performance measures (APMs) used by 
management, a full guide to APMs can be 
found on page 96;

• took into account reporting by KPMG 
(under ISA (UK) 720) of any material 
inconsistencies between the ‘other 
information’ and ‘statutory other 
information’ presented in the annual 
report (i.e. in the strategic report, the 
directors’ report and the corporate 
governance statement), and the financial 
statements, taking into account the 
auditor’s knowledge obtained in the 
audit, or the auditor’s understanding of 
the legal and regulatory requirements 
applicable to the ‘other information’ 
and ‘statutory other information’. The 
TCFD and Streamlined Energy and 
Carbon Reporting (SECR) disclosures are 
deemed to be ‘other information’ as they 
are included in the company’s strategic 
report, due to their importance to the 
company. Other assurance of the TCFD 
and SECR disclosures (see pages 26 
and 72, respectively) is undertaken both 
by third parties and the internal audit 
team; and

• considered whether the key events 
and issues that had occurred and been 

reported to the board during the year, 
both good and bad, had been adequately 
referenced or reflected within the 
integrated annual report.

Outcome
The committee concluded that processes 
had been followed to provide support to 
the board to enable it to state that ‘the 
annual report and accounts, taken as a 
whole, is fair, balanced and understandable 
and provides the information necessary 
for shareholders to assess the company’s 
position and performance, business model 
and strategy’ (see page 175).

Relationship with  
external auditor
The committee, on behalf of the board, is 
responsible for managing the relationship 
with KPMG, the group’s external auditor, 
and part of that role is to examine the 
effectiveness of the external audit process 
and make an assessment of the independence 
of the external auditor. These assessments 
will contribute to the decisions on whether to 
reappoint the auditor or tender the audit.

Quick links
 A Read more about our core values on 

page 22

 A Read more about our financial 
performance on page 90
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Material controls declaration project
Following the publication of the 2024 code, work commenced to evolve the approach 
to principal risks and material controls and the board’s preparedness to being able to 
provide, with confidence, a material controls declaration as required by provision 29 of 
the code. The activities to date are summarised below. 

Reporting area
Significant issues that the committee 
has considered relating to the financial 
statements

 A See pages 128 to 129

An explanation of the application of 
the company’s accounting policies

 A See pages 195 to 198

How the independence and 
effectiveness of the external audit 
process was assessed

 A See page 132

How the external auditor’s 
independence and objectivity are 
safeguarded 

 A See pages 132 to 133

During the year, the audit committee has 
been kept fully informed of progress of 
the material controls declaration project, 
providing feedback and suggestions to 
management – including that the board 
should have early sight of and fully 
understand what information would 
be presented to it in order to make the 
declaration, not only in relation to the 
material risks, but to show it had been 
engaged in reviewing the material controls 
over a suitable time period. The existing 
governance, risk management, internal 
control and assurance frameworks will be 
utilised to support the material controls 
declaration. 

In November 2025, the board was apprised 
of the progress of the project – including 
the provision of a draft material controls 
reporting tracker which would summarise 
the material impact risks and associated 
material controls, a view and explanation 
of the effectiveness of the controls and any 
supporting assurance. A further deep-dive 
session was held with the board in February 
2026, updating on progress and providing 
a further opportunity for discussion, obtain 
the views of board members and points for 
management to action. It was agreed that 
a ‘dry-run’ would be undertaken for the 
31 March 2026 year, and was scheduled to 
be presented to the board in May 2026. 

Audit committees and the 
external audit: minimum 
standard
The committee has followed the 
requirements of the FRC’s Audit 
Committees and the External Audit: 
Minimum Standard for the year ended 
31 March 2026. With respect to the 
2025/26 audit, there were no requests 
from shareholders for certain matters to 
be included in the audit nor was there 
a regulatory inspection of the quality 
of the audit. It was expected that the 
next audit tender would be completed 
by March 2028. A competitive audit 
tender process was last conducted in 
2019, KPMG was retained as auditor 
following that competitive tender 
process (see page 133).
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Assessment of whether ‘the annual report and accounts, taken as a whole, is fair, 
balanced and understandable and provides the information necessary for shareholders 
to assess the company’s position and performance, business model and strategy’.

Objective
In accordance with the code, one of the 
main roles of the committee should be 
to ‘monitor the integrity of the financial 
statements’, furthermore, it is responsible 
for making a recommendation to the 
board on whether ‘the annual report and 
accounts, taken as a whole, is fair, balanced 
and understandable and provides the 
information necessary for shareholders 
to assess the company’s position and 
performance, business model and strategy’.

Actions
The committee:
• reviewed early versions of the annual 

report at various stages during the 
drafting process to ensure that the 
key messages were aligned with the 
company’s position, performance and 
strategy and the financial performance 
of the business as understood by the 
committee:

• reviewed the significant issues identified 
by management and whether the same 
were aligned with the key audit matters 
identified by the auditor;

• reviewed comments provided by the 
member of the executive team with 
extensive knowledge of the business who 
reviewed the draft annual report ensuring 
the messaging was fair and balanced, and 
did not just focus on, or over emphasise, 
the positives;

• reviewed the third-party ‘limited 
assurance’ provided in relation to 

the reporting against the TCFD 
recommendations (see the index on 
page 53) and the remuneration committee 
report (see page 140);

• received updates on the calculation of 
underlying operating profit measures 
as one of the principal alternative 
performance measures (APMs) used by 
management, a full guide to APMs can be 
found on page 96;

• took into account reporting by KPMG 
(under ISA (UK) 720) of any material 
inconsistencies between the ‘other 
information’ and ‘statutory other 
information’ presented in the annual 
report (i.e. in the strategic report, the 
directors’ report and the corporate 
governance statement), and the financial 
statements, taking into account the 
auditor’s knowledge obtained in the 
audit, or the auditor’s understanding of 
the legal and regulatory requirements 
applicable to the ‘other information’ 
and ‘statutory other information’. The 
TCFD and Streamlined Energy and 
Carbon Reporting (SECR) disclosures are 
deemed to be ‘other information’ as they 
are included in the company’s strategic 
report, due to their importance to the 
company. Other assurance of the TCFD 
and SECR disclosures (see pages 26 
and 72, respectively) is undertaken both 
by third parties and the internal audit 
team; and

• considered whether the key events 
and issues that had occurred and been 

reported to the board during the year, 
both good and bad, had been adequately 
referenced or reflected within the 
integrated annual report.

Outcome
The committee concluded that processes 
had been followed to provide support to 
the board to enable it to state that ‘the 
annual report and accounts, taken as a 
whole, is fair, balanced and understandable 
and provides the information necessary 
for shareholders to assess the company’s 
position and performance, business model 
and strategy’ (see page 175).

Relationship with  
external auditor
The committee, on behalf of the board, is 
responsible for managing the relationship 
with KPMG, the group’s external auditor, 
and part of that role is to examine the 
effectiveness of the external audit process 
and make an assessment of the independence 
of the external auditor. These assessments 
will contribute to the decisions on whether to 
reappoint the auditor or tender the audit.

Quick links
 A Read more about our core values on 

page 22

 A Read more about our financial 
performance on page 90
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Material controls declaration project
Following the publication of the 2024 code, work commenced to evolve the approach 
to principal risks and material controls and the board’s preparedness to being able to 
provide, with confidence, a material controls declaration as required by provision 29 of 
the code. The activities to date are summarised below. 

Reporting area
Significant issues that the committee 
has considered relating to the financial 
statements

 A See pages 128 to 129

An explanation of the application of 
the company’s accounting policies

 A See pages 195 to 198

How the independence and 
effectiveness of the external audit 
process was assessed

 A See page 132

How the external auditor’s 
independence and objectivity are 
safeguarded 

 A See pages 132 to 133

During the year, the audit committee has 
been kept fully informed of progress of 
the material controls declaration project, 
providing feedback and suggestions to 
management – including that the board 
should have early sight of and fully 
understand what information would 
be presented to it in order to make the 
declaration, not only in relation to the 
material risks, but to show it had been 
engaged in reviewing the material controls 
over a suitable time period. The existing 
governance, risk management, internal 
control and assurance frameworks will be 
utilised to support the material controls 
declaration. 

In November 2025, the board was apprised 
of the progress of the project – including 
the provision of a draft material controls 
reporting tracker which would summarise 
the material impact risks and associated 
material controls, a view and explanation 
of the effectiveness of the controls and any 
supporting assurance. A further deep-dive 
session was held with the board in February 
2026, updating on progress and providing 
a further opportunity for discussion, obtain 
the views of board members and points for 
management to action. It was agreed that 
a ‘dry-run’ would be undertaken for the 
31 March 2026 year, and was scheduled to 
be presented to the board in May 2026. 

Audit committees and the 
external audit: minimum 
standard
The committee has followed the 
requirements of the FRC’s Audit 
Committees and the External Audit: 
Minimum Standard for the year ended 
31 March 2026. With respect to the 
2025/26 audit, there were no requests 
from shareholders for certain matters to 
be included in the audit nor was there 
a regulatory inspection of the quality 
of the audit. It was expected that the 
next audit tender would be completed 
by March 2028. A competitive audit 
tender process was last conducted in 
2019, KPMG was retained as auditor 
following that competitive tender 
process (see page 133).
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Objective
In accordance with the code, one of the 
main roles of the committee should be 
to ‘monitor the integrity of the financial 
statements’, furthermore, it is responsible 
for making a recommendation to the 
board on whether ‘the annual report and 
accounts, taken as a whole, is fair, balanced 
and understandable and provides the 
information necessary for shareholders 
to assess the company’s position and 
performance, business model and strategy’.

Actions
The committee:
• reviewed early versions of the annual 

report at various stages during the 
drafting process to ensure that the 
key messages were aligned with the 
company’s position, performance and 
strategy and the financial performance 
of the business as understood by the 
committee:

• reviewed the significant issues identified 
by management and whether the same 
were aligned with the key audit matters 
identified by the auditor;

• reviewed comments provided by the 
member of the executive team with 
extensive knowledge of the business who 
reviewed the draft annual report ensuring 
the messaging was fair and balanced, and 
did not just focus on, or over emphasise, 
the positives;

• reviewed the third-party ‘limited 
assurance’ provided in relation to 

the reporting against the TCFD 
recommendations (see the index on 
page 53) and the remuneration committee 
report (see page 140);

• received updates on the calculation of 
underlying operating profit measures 
as one of the principal alternative 
performance measures (APMs) used by 
management, a full guide to APMs can be 
found on page 96;

• took into account reporting by KPMG 
(under ISA (UK) 720) of any material 
inconsistencies between the ‘other 
information’ and ‘statutory other 
information’ presented in the annual 
report (i.e. in the strategic report, the 
directors’ report and the corporate 
governance statement), and the financial 
statements, taking into account the 
auditor’s knowledge obtained in the 
audit, or the auditor’s understanding of 
the legal and regulatory requirements 
applicable to the ‘other information’ 
and ‘statutory other information’. The 
TCFD and Streamlined Energy and 
Carbon Reporting (SECR) disclosures are 
deemed to be ‘other information’ as they 
are included in the company’s strategic 
report, due to their importance to the 
company. Other assurance of the TCFD 
and SECR disclosures (see pages 26 
and 72, respectively) is undertaken both 
by third parties and the internal audit 
team; and

• considered whether the key events 
and issues that had occurred and been 

reported to the board during the year, 
both good and bad, had been adequately 
referenced or reflected within the 
integrated annual report.

Outcome
The committee concluded that processes 
had been followed to provide support to 
the board to enable it to state that ‘the 
annual report and accounts, taken as a 
whole, is fair, balanced and understandable 
and provides the information necessary 
for shareholders to assess the company’s 
position and performance, business model 
and strategy’ (see page 175).

Relationship with  
external auditor
The committee, on behalf of the board, is 
responsible for managing the relationship 
with KPMG, the group’s external auditor, 
and part of that role is to examine the 
effectiveness of the external audit process 
and make an assessment of the independence 
of the external auditor. These assessments 
will contribute to the decisions on whether to 
reappoint the auditor or tender the audit.

Quick links
 A Read more about our core values on 

page 22

 A Read more about our financial 
performance on page 90
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Example 12

Reform of UK Audit and Corporate 
Governance Framework
Following the publication of the UK Corporate Governance 
Code 2024, preparations are well underway to ensure 
compliance with the requirements of provision 29 for the 
year ending 31 December 2026. A timeline outlining the key 
milestones to achieving compliance is outlined opposite.

An initial proposal on material controls (financial and 
non-financial) and assurance has been reviewed by the 
ARC and is subject to further enhancement in preparation 
for a “dry run” in Q3 2026.

Existing governance structures mean that the Board and its 
principal Committees already report upon the effectiveness 
of a range of controls in the Annual Report. Efforts have 
been focused on leveraging this strong foundation and 
strengthening any gaps to ensure the Board has the 
requisite level of confidence in making its annual declaration 
on the effectiveness of material controls.

We have defined our material controls as those that are 
most important in mitigating key risks that threaten the 
long-term sustainability of the business, and where a failure 
of their effective operation is likely to influence decisions 
made by users of the information. 

The Committee has been informed by looking beyond 
Mears’ principal risks and reviewing the output of a broader 
assurance mapping process to ensure that other critical and 
emerging risks were identified and considered. In addition, 
risks and controls attached to financial reporting and fraud 
have also been tabled by the senior management team 
and considered by the Committee.

Key milestones to compliance

January 2024 FRC published the UK Corporate 
Governance Code 2024 and 
supporting guidance

October 2024 Detailed review and update 
of principal risks

H2 2025 Internal audit plan targeted the testing of 
material controls attached to principal risks

December 2025 Assessment and definition of “materiality” 
in the context of material controls

January 2026 Workshops facilitated by Compliance 
Committee to identify material controls 
in respect of:

 • principal and other critical risks;
 • financial reporting and fraud risks; and
 • focused session on cyber and 

information security risks.

March 2026 Internal audit plan for 2026 being reviewed 
and updated by the Audit and Risk 
Committee to reflect outputs 
from workshops

Q2/Q3 2026 Continuation of rolling programme of 
principal risk material control testing

Q3 A “dry run” of material controls assurance 
pack to be reviewed by the Audit and Risk 
Committee, providing sufficient time for 
corrective actions to be put in place

December 2026 Annual Report for year ending 
31 December 2026 to include Board’s 
declaration on the effectiveness of 
material controls 

 Completed    In progress    To be completed
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Example 13

Internal audit
Internal audit provides independent, objective and timely 
assurance to senior management and the Board, through the 
Committee, over the design and operational effectiveness of key 
processes and controls that manage the risks across the group. 

During the year, the Committee:
– reviewed and approved the group internal audit plan, ensuring it 

aligned to the risks within the business
– reviewed the internal audit charter, which sets out internal 

audit’s objectives, authority, rights of access, reporting lines, 
role and scope, and any restrictions on independence

– considered quarterly reports on internal audit’s activities and 
progress made against the internal audit plan, enabling the 
Committee to monitor delivery of the internal audit plan

– discussed, with management, all internal audit reports where 
controls were assessed as ‘inadequate’ and the action plans in 
place to address these. Actions were tracked and the Committee 
spent time discussing the progress made in closing down 
overdue actions, as well as the reasons they remained open. 

In April 2026, the Committee carried out its annual assessment of 
the performance of the internal audit function, including reviewing 
its activities, resources, organisational structure, objectivity and 
operational effectiveness. The Committee concluded that the 
function remains effective.

Risk management and internal 
controls systems
The risk, control and assurance framework has continued to be 
developed to enable the group to be smart with risk and make 
well-informed decisions. The Committee has overseen ongoing 
enhancements and simplification of the risk management 
framework – see pages 54 to 62.

The framework divides the risk landscape into dynamic risks and 
enduring risks which are managed through 13 GRCs covering 
strategic, financial reporting, operational and compliance risks. 
The Board monitored the effectiveness of the group’s risk 
management and internal controls through reviews of the GRCs 
throughout the year. Discussion of the GRCs is split between the 
Board and this Committee, and I report any key matters from the 
Committee reviews to the Board. 

Each GRC is owned by an Executive Committee member who 
attends the relevant Board or Committee meeting to discuss the 
status of risk and controls within their GRC. The Board or 
Committee robustly assessed both current, specific concerns 
(point risks) and uncertainties that may materialise in the future 
(emerging risks). The Board or Committee agreed with 
management any actions required to manage or mitigate these 
risks effectively. These discussions also include a consideration of 
risk appetite, the effectiveness of the controls and other mitigation 
activities, remediation plans and any further areas for improvement.

Each of the GRCs was discussed throughout the year, with a focus 
on resilience, potential reputational risk and priority areas for the 
business to address in order to mitigate risk, including updating 
legacy systems and continuing to engage with Government on 
key matters.

These activities enable the Committee to confirm that the 
group’s systems of risk management and internal controls have 
been appropriately reviewed. Where considered necessary, 
targeted improvements have been planned or agreed in order to 
continue to transform the control environment and appropriately 
manage risk. 

Throughout the year the Committee also considered the effectiveness 
of the internal controls systems and preparations underway to 
report in line with the updated Provision 29 of the Code from FY27. 
The agreed approach to material controls reflects our well-
established framework and will support the Committee in focusing 
on the highest risk areas of the control framework where additional 
attention may be required. See page 55 for more information on 
the planned approach to material controls and reporting against 
Provision 29. 

Commitments compliance
The Committee continued to oversee the group’s compliance with 
the Commitments made as part of the 2017 DCR with Ofcom. 
During the year, the Committee scrutinised the behaviour of BT 
Group, including Openreach, to ensure it remains focused on living 
up to both the letter and spirit of the Commitments and the 
Governance Protocol. Regular reports are submitted to the 
Committee, outlining the outcomes of compliance reviews, any 
potential breaches and, where appropriate, remedial actions. 
The Committee is asked to review the circumstances around any 
potential breach and agree the severity of the breach. Breaches 
continue to remain at a low level across the group. 

In addition, the Designated Non-Executive Director for Ofcom 
Engagement, Alex Chisholm, met with representatives from 
Ofcom to engage on Commitments compliance matters and 
ongoing regulatory developments. Quarterly meetings are 
scheduled with Ofcom and Alex reports back to the Committee, 
with any key updates included in my Committee update to the 
subsequent Board meeting. During the year, representatives from 
Ofcom attended one Committee meeting to discuss the 
Commitments and regulatory developments.

Ethics and compliance
The Committee reviewed half yearly reports on our ethics activity, 
including an assessment on whether we are within our risk appetite 
in relation to our Speak Up whistleblowing service. 

Our Speak Up service is our confidential whistleblowing service 
operated by an independent company, available 24 hours a day, 
in multiple languages, for both written and telephone reports. 
The Committee ensures that arrangements are in place for the 
proportionate and independent investigation of these matters via 
the People, Data & Compliance team and relevant subject matter 
experts and was satisfied that reports were investigated appropriately.

The Committee also reviewed half yearly reports on our 
compliance priority risks in addition to the regular review of the 
GRCs. These reports highlighted, and the Committee discussed, 
updates on the data and cyber regulatory landscape, class action 
litigation trends and the Telecoms Access Review.
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Audit, risk and internal control (continued)
Audit & Risk Committee Chair’s Report (continued)

We want to be smart with 
risk. Our risk management 
framework gives us a simple, 
consistent way of looking at 
the challenges we face when 
delivering our strategy. It helps 
us make informed decisions 
that benefit our people, 
customers, shareholders 
and wider stakeholders.

Why we need our 
risk framework 
The external risk landscape is challenging 
and complex. There’s increasing 
competition, evolving market dynamics, 
geopolitical uncertainty, cyber security 
threats and risks from AI’s rapid advance. 

Against this backdrop, effective risk 
management is essential. Our risk 
management framework helps us identify 
and assess the risks we face and the best 
ways to manage them. It stops us taking 
on unacceptable levels of risk. And it 
also stops us unnecessarily constraining 
our business, or missing growth and 
transformation opportunities. The 
diagram below highlights the 
framework’s key elements. 

Risk Management Framework
GOVERNANCE – AUDIT & RISK COMMITTEE

The Board is responsible for risk management. The Audit & Risk Committee oversees and monitors our risk management and internal control 
systems’ effectiveness on its behalf. Twice a year the Board receives a summary of how we’re managing risks across all GRCs and Units. There are 
also deep dives into individual GRCs through the year. You can find more information in the Audit & Risk Committee Chair’s report on page 91.

INPUTS GROUP RISK CATEGORIES OUTPUTS

Strategy, purpose 
and ambition
We design our 
framework to help us 
deliver our strategy. 

We use our ambition 
and strategic 
priorities as the 
starting point. This 
helps identify what 
might stop us from 
achieving them, 
and decide how 
to manage those 
risks and what 
risk level we’re 
comfortable with.

We divide our risk landscape into GRCs. Each GRC has an Executive Committee 
sponsor accountable for applying the framework to that category. 

Being smart 
with risk
Our framework 
embeds risk 
management into 
our day-to-day 
business, from top 
to bottom.

Being smart with 
risk means all of us 
having our personal 
risk radar switched 
on, helping 
everyone make 
better decisions.

APPETITE

We define how much or how little risk we’re willing to take in each of our 
GRCs. This lets us take opportunities as they come up without exposing 
ourselves to too much risk.

ENDURING RISKS DYNAMIC RISKS

Need consistent, enduring 
control and assurance structures 
to manage them.

Need bespoke treatment based on 
their size, impact and what we need to 
do about them. There are two types: 

CONTROLS
Formal, repeatable, activities that 
cut the chance of an enduring risk 
materialising (or lessen the impact 
if it does).

POINT RISKS
Significant to us at a point in time, can’t 
be managed through our control 
framework, and need focused effort.

ASSURANCE
An objective, evidence-based 
approach to make sure we have 
effective controls over key 
business risks.

EMERGING RISKS
New and/or often longer-term risks, 
which could be materially significant, 
but that we can’t fully define today.

UNITS AND PROGRAMMES

We bring together risks to review, discuss, prioritise, own, action 
and report on across all Units (CFUs, TUs and CUs) and 
programmes. This gives us insights and facilitates factual, data-
driven risk conversations. Which leads to smarter risk decisions 
and better operational integrity.

RISK HUBS

Cross functional forums that look at risks that span multiple 
GRCs, for example our Sustainability and Geopolitical risk hubs.

We train everyone involved with the framework to give them a 
strong grasp of the expectations and benefits of good risk 
management. We also expect our leaders to be role-models for 
good risk management – taking accountability, showing curiosity 
and providing psychological safety – and to use the framework to 
make informed decisions.

We have a dedicated, integrated risk management, controls and 
assurance system called Artemis. It captures enduring and 
dynamic risks and tracks how well our control framework is 
working. And it manages our first, second and third line assurance 
activity in one place. It gives us a clear, up to date picture and is 
central to our reporting and monitoring at every level.
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Internal audit
Internal audit provides independent, objective and timely 
assurance to senior management and the Board, through the 
Committee, over the design and operational effectiveness of key 
processes and controls that manage the risks across the group. 

During the year, the Committee:
– reviewed and approved the group internal audit plan, ensuring it 

aligned to the risks within the business
– reviewed the internal audit charter, which sets out internal 

audit’s objectives, authority, rights of access, reporting lines, 
role and scope, and any restrictions on independence

– considered quarterly reports on internal audit’s activities and 
progress made against the internal audit plan, enabling the 
Committee to monitor delivery of the internal audit plan

– discussed, with management, all internal audit reports where 
controls were assessed as ‘inadequate’ and the action plans in 
place to address these. Actions were tracked and the Committee 
spent time discussing the progress made in closing down 
overdue actions, as well as the reasons they remained open. 

In April 2026, the Committee carried out its annual assessment of 
the performance of the internal audit function, including reviewing 
its activities, resources, organisational structure, objectivity and 
operational effectiveness. The Committee concluded that the 
function remains effective.

Risk management and internal 
controls systems
The risk, control and assurance framework has continued to be 
developed to enable the group to be smart with risk and make 
well-informed decisions. The Committee has overseen ongoing 
enhancements and simplification of the risk management 
framework – see pages 54 to 62.

The framework divides the risk landscape into dynamic risks and 
enduring risks which are managed through 13 GRCs covering 
strategic, financial reporting, operational and compliance risks. 
The Board monitored the effectiveness of the group’s risk 
management and internal controls through reviews of the GRCs 
throughout the year. Discussion of the GRCs is split between the 
Board and this Committee, and I report any key matters from the 
Committee reviews to the Board. 

Each GRC is owned by an Executive Committee member who 
attends the relevant Board or Committee meeting to discuss the 
status of risk and controls within their GRC. The Board or 
Committee robustly assessed both current, specific concerns 
(point risks) and uncertainties that may materialise in the future 
(emerging risks). The Board or Committee agreed with 
management any actions required to manage or mitigate these 
risks effectively. These discussions also include a consideration of 
risk appetite, the effectiveness of the controls and other mitigation 
activities, remediation plans and any further areas for improvement.

Each of the GRCs was discussed throughout the year, with a focus 
on resilience, potential reputational risk and priority areas for the 
business to address in order to mitigate risk, including updating 
legacy systems and continuing to engage with Government on 
key matters.

These activities enable the Committee to confirm that the 
group’s systems of risk management and internal controls have 
been appropriately reviewed. Where considered necessary, 
targeted improvements have been planned or agreed in order to 
continue to transform the control environment and appropriately 
manage risk. 

Throughout the year the Committee also considered the effectiveness 
of the internal controls systems and preparations underway to 
report in line with the updated Provision 29 of the Code from FY27. 
The agreed approach to material controls reflects our well-
established framework and will support the Committee in focusing 
on the highest risk areas of the control framework where additional 
attention may be required. See page 55 for more information on 
the planned approach to material controls and reporting against 
Provision 29. 

Commitments compliance
The Committee continued to oversee the group’s compliance with 
the Commitments made as part of the 2017 DCR with Ofcom. 
During the year, the Committee scrutinised the behaviour of BT 
Group, including Openreach, to ensure it remains focused on living 
up to both the letter and spirit of the Commitments and the 
Governance Protocol. Regular reports are submitted to the 
Committee, outlining the outcomes of compliance reviews, any 
potential breaches and, where appropriate, remedial actions. 
The Committee is asked to review the circumstances around any 
potential breach and agree the severity of the breach. Breaches 
continue to remain at a low level across the group. 

In addition, the Designated Non-Executive Director for Ofcom 
Engagement, Alex Chisholm, met with representatives from 
Ofcom to engage on Commitments compliance matters and 
ongoing regulatory developments. Quarterly meetings are 
scheduled with Ofcom and Alex reports back to the Committee, 
with any key updates included in my Committee update to the 
subsequent Board meeting. During the year, representatives from 
Ofcom attended one Committee meeting to discuss the 
Commitments and regulatory developments.

Ethics and compliance
The Committee reviewed half yearly reports on our ethics activity, 
including an assessment on whether we are within our risk appetite 
in relation to our Speak Up whistleblowing service. 

Our Speak Up service is our confidential whistleblowing service 
operated by an independent company, available 24 hours a day, 
in multiple languages, for both written and telephone reports. 
The Committee ensures that arrangements are in place for the 
proportionate and independent investigation of these matters via 
the People, Data & Compliance team and relevant subject matter 
experts and was satisfied that reports were investigated appropriately.

The Committee also reviewed half yearly reports on our 
compliance priority risks in addition to the regular review of the 
GRCs. These reports highlighted, and the Committee discussed, 
updates on the data and cyber regulatory landscape, class action 
litigation trends and the Telecoms Access Review.
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Audit, risk and internal control (continued)
Audit & Risk Committee Chair’s Report (continued)

Making material risks visible to our Board 
We have a consistent approach to managing risk across the group, 
but as our business and the wider landscape evolves, our risk 
management framework does too.

This year we embedded our approach for applying Provision 
29 of the 2024 UK Corporate Governance Code.

This involved identifying and defining material controls with 
the Audit & Risk Committee. As a result, we’ve now defined 
the framework for each GRC as a material control. Each GRC 
framework includes the following risk management elements 
in that area:
– Governance and Oversight 
– Risk Appetite
– Dynamic Risk Management
– Policies, Standards and Controls
– Assurance 

We supplement these GRC framework material controls with 
a handful of organisation-wide controls. They include our Code 
of Conduct and training, the Speak Up process, our Disclosure 
Committee and our Delegation of Authority Framework.

This approach reflects how we manage these areas day-to-day. 
And it provides the Board with the highest priority risk and control 
information, so it knows which things need extra attention.

As part of our enhanced approach, we now prioritise underlying 
operational controls in each GRC to reflect the size of the risk they 
mitigate. This gives clearer oversight and allows assurance to be 
directed to the highest risk areas.

We’ve also kept strengthening and integrating our second line 
assurance activities. This helps give us the right coverage across 
our material controls and priority areas within our broader 
control framework.

Monitoring geopolitical risks
We actively monitor developments in the external 
environment, including evolving geopolitical 
conditions and their potential impacts. The situation in 
the Middle East is dynamic and fast-moving. In 
response, we have established a taskforce to monitor 
the threats to our business, coordinate our operational 
response, maintain a clear line of sight to impacts, 
mitigations and decision points and provide updates 
to the Board. Our cross-functional Geopolitical Risk 
Hub has also carried out longer-term scenario analysis 
and is assessing second- and third-order impacts. 
Actions are agreed and implemented as needed.
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Looking after 
our estate
We have a vast estate of 
almost 6,000 buildings. That 
means managing risks around 
building resilience, physical 
security and health and safety.

This year we used our 
framework to improve how we 
think about our risk appetite 
across the estate, designing a 
maturity model and a target 
position. This enables a more 
targeted and consistent 
approach to how we allocate 
funds and prioritise remedial 
actions to strengthen the 
resilience of our estate.

6,000
buildings in our estate

Making material risks visible to our Board 
We have a consistent approach to managing risk across the group, 
but as our business and the wider landscape evolves, our risk 
management framework does too.

This year we embedded our approach for applying Provision 
29 of the 2024 UK Corporate Governance Code.

This involved identifying and defining material controls with 
the Audit & Risk Committee. As a result, we’ve now defined 
the framework for each GRC as a material control. Each GRC 
framework includes the following risk management elements 
in that area:
– Governance and Oversight 
– Risk Appetite
– Dynamic Risk Management
– Policies, Standards and Controls
– Assurance 

We supplement these GRC framework material controls with 
a handful of organisation-wide controls. They include our Code 
of Conduct and training, the Speak Up process, our Disclosure 
Committee and our Delegation of Authority Framework.

This approach reflects how we manage these areas day-to-day. 
And it provides the Board with the highest priority risk and control 
information, so it knows which things need extra attention.

As part of our enhanced approach, we now prioritise underlying 
operational controls in each GRC to reflect the size of the risk they 
mitigate. This gives clearer oversight and allows assurance to be 
directed to the highest risk areas.

We’ve also kept strengthening and integrating our second line 
assurance activities. This helps give us the right coverage across 
our material controls and priority areas within our broader 
control framework.

Monitoring geopolitical risks
We actively monitor developments in the external 
environment, including evolving geopolitical 
conditions and their potential impacts. The situation in 
the Middle East is dynamic and fast-moving. In 
response, we have established a taskforce to monitor 
the threats to our business, coordinate our operational 
response, maintain a clear line of sight to impacts, 
mitigations and decision points and provide updates 
to the Board. Our cross-functional Geopolitical Risk 
Hub has also carried out longer-term scenario analysis 
and is assessing second- and third-order impacts. 
Actions are agreed and implemented as needed.
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Source: 2026 BT ARA

Internal audit
Internal audit provides independent, objective and timely 
assurance to senior management and the Board, through the 
Committee, over the design and operational effectiveness of key 
processes and controls that manage the risks across the group. 

During the year, the Committee:
– reviewed and approved the group internal audit plan, ensuring it 

aligned to the risks within the business
– reviewed the internal audit charter, which sets out internal 

audit’s objectives, authority, rights of access, reporting lines, 
role and scope, and any restrictions on independence

– considered quarterly reports on internal audit’s activities and 
progress made against the internal audit plan, enabling the 
Committee to monitor delivery of the internal audit plan

– discussed, with management, all internal audit reports where 
controls were assessed as ‘inadequate’ and the action plans in 
place to address these. Actions were tracked and the Committee 
spent time discussing the progress made in closing down 
overdue actions, as well as the reasons they remained open. 

In April 2026, the Committee carried out its annual assessment of 
the performance of the internal audit function, including reviewing 
its activities, resources, organisational structure, objectivity and 
operational effectiveness. The Committee concluded that the 
function remains effective.

Risk management and internal 
controls systems
The risk, control and assurance framework has continued to be 
developed to enable the group to be smart with risk and make 
well-informed decisions. The Committee has overseen ongoing 
enhancements and simplification of the risk management 
framework – see pages 54 to 62.

The framework divides the risk landscape into dynamic risks and 
enduring risks which are managed through 13 GRCs covering 
strategic, financial reporting, operational and compliance risks. 
The Board monitored the effectiveness of the group’s risk 
management and internal controls through reviews of the GRCs 
throughout the year. Discussion of the GRCs is split between the 
Board and this Committee, and I report any key matters from the 
Committee reviews to the Board. 

Each GRC is owned by an Executive Committee member who 
attends the relevant Board or Committee meeting to discuss the 
status of risk and controls within their GRC. The Board or 
Committee robustly assessed both current, specific concerns 
(point risks) and uncertainties that may materialise in the future 
(emerging risks). The Board or Committee agreed with 
management any actions required to manage or mitigate these 
risks effectively. These discussions also include a consideration of 
risk appetite, the effectiveness of the controls and other mitigation 
activities, remediation plans and any further areas for improvement.

Each of the GRCs was discussed throughout the year, with a focus 
on resilience, potential reputational risk and priority areas for the 
business to address in order to mitigate risk, including updating 
legacy systems and continuing to engage with Government on 
key matters.

These activities enable the Committee to confirm that the 
group’s systems of risk management and internal controls have 
been appropriately reviewed. Where considered necessary, 
targeted improvements have been planned or agreed in order to 
continue to transform the control environment and appropriately 
manage risk. 

Throughout the year the Committee also considered the effectiveness 
of the internal controls systems and preparations underway to 
report in line with the updated Provision 29 of the Code from FY27. 
The agreed approach to material controls reflects our well-
established framework and will support the Committee in focusing 
on the highest risk areas of the control framework where additional 
attention may be required. See page 55 for more information on 
the planned approach to material controls and reporting against 
Provision 29. 

Commitments compliance
The Committee continued to oversee the group’s compliance with 
the Commitments made as part of the 2017 DCR with Ofcom. 
During the year, the Committee scrutinised the behaviour of BT 
Group, including Openreach, to ensure it remains focused on living 
up to both the letter and spirit of the Commitments and the 
Governance Protocol. Regular reports are submitted to the 
Committee, outlining the outcomes of compliance reviews, any 
potential breaches and, where appropriate, remedial actions. 
The Committee is asked to review the circumstances around any 
potential breach and agree the severity of the breach. Breaches 
continue to remain at a low level across the group. 

In addition, the Designated Non-Executive Director for Ofcom 
Engagement, Alex Chisholm, met with representatives from 
Ofcom to engage on Commitments compliance matters and 
ongoing regulatory developments. Quarterly meetings are 
scheduled with Ofcom and Alex reports back to the Committee, 
with any key updates included in my Committee update to the 
subsequent Board meeting. During the year, representatives from 
Ofcom attended one Committee meeting to discuss the 
Commitments and regulatory developments.

Ethics and compliance
The Committee reviewed half yearly reports on our ethics activity, 
including an assessment on whether we are within our risk appetite 
in relation to our Speak Up whistleblowing service. 

Our Speak Up service is our confidential whistleblowing service 
operated by an independent company, available 24 hours a day, 
in multiple languages, for both written and telephone reports. 
The Committee ensures that arrangements are in place for the 
proportionate and independent investigation of these matters via 
the People, Data & Compliance team and relevant subject matter 
experts and was satisfied that reports were investigated appropriately.

The Committee also reviewed half yearly reports on our 
compliance priority risks in addition to the regular review of the 
GRCs. These reports highlighted, and the Committee discussed, 
updates on the data and cyber regulatory landscape, class action 
litigation trends and the Telecoms Access Review.
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Risk Management and Internal Controls continued

Control environment and 
compliance with UK Corporate 
Governance Code (Provision 29)
Hunting’s control environment is designed to 
safeguard assets, ensure accurate and reliable 
reporting, and support the delivery of strategic 
objectives. 

The Board maintains overall responsibility for 
monitoring and reviewing the effectiveness of risk 
management and internal controls, with regular 
oversight by the Audit and Risk Committee. 

Work completed in 2025 – Provision 29 
readiness
During 2025, the Group strengthened its 
governance framework in line with the UK 
Corporate Governance Code, in respect of the 
new requirements of Provision 29. 

Hunting’s framework anchors material controls 
to principal risks, integrates bottom-up business 
unit registers with a Group level assessment, 
and uses AuditBoard to capture evidence, 
testing, and action tracking.

Throughout the year, Hunting enhanced its 
assurance model by formalising the three lines 
of defence and establishing the Internal Control 
Committee. This committee met to review 
material controls, monitor remediation progress, 
assess reporting quality, and set the cadence for 
assurance activities in 2026.

The introduction of the Risk Universe provided 
baseline registers across segments, enabling 
consistent risk assessment and comparability. 

Material controls were refined into a clearly 
defined set, aligned to principal risks and 
mapped to the Group Manual, with 
completeness validated against external 
benchmarks.

The annual financial controls self-assessment, 
now fully integrated into AuditBoard, confirmed 
the strength and reliability of the Group’s control 
environment. 

Internal Audit complemented this by completing 
design and effectiveness reviews in priority 
locations, supporting investigations, and initiating 
independent testing of material controls to 
underpin compliance with Provision 29.

Deloitte updated the full-year 2025 audit plan, 
reviewed the approach to material controls and 
control reliance, completed component visits 
and provided interim feedback on D365 
implementations, revenue recognition, inventory 
valuation, management override of safeguards, 
and restructuring disclosures. 

Planned and agreed actions for 2026
Looking ahead to 2026, the Board approved a 
balanced assurance approach with twice-yearly 
reporting to the Audit and Risk Committee. 

Second-line design and effectiveness testing of 
material and key financial controls, governance 
controls and IT general controls will be 
completed by mid-year and year-end, with 
independent testing of material controls reported 
in February and August. 

Material controls will be refreshed and  
presented for approval in April, incorporating risk 
movements and lessons learned. Non-financial 
information assurance will continue in 2026 and 
consideration given to expanding the scope of 
work to include a broader set of metrics.

Technology enablement will deepen as D365 
Phase 2 standardises configuration and 
workflows, strengthening segregation of duties 
and automated controls, while AuditBoard 
provides real-time evidence, grading and 
close-out tracking for findings. 

Enhanced scenario testing will be applied to 
financial reporting cut-off, project accounting, 
supplier master change controls, inventory 
valuation, cyber event recovery and data integrity, 
and climate-related operational resilience, with 
results reported through the Internal Controls 
Committee and Audit and Risk Committee. 

The 2026 year-end process will culminate in a 
Board-level assessment and a clear declaration 
on the effectiveness of material controls at the 
balance sheet date, aligned with Provision 29.

Three lines of defence (“TLoD”) and 
reporting
The TLoD remain central to this model: 
operational management owns risks and 
controls; Group Finance, QAHSE and other 
functions monitor, test, design and coordinate 
assurance; and Internal Audit provides 
independent reviews. 

The Internal Controls Committee oversees this 
structure and reports outcomes to the Audit and 
Risk Committee and the Board.

Internal Controls Committee
The Internal Controls Committee, a sub-
committee of the Executive Committee, was 
established in 2025. Two meetings have been 
held during the year to review material controls, 
remediation actions, and compliance with the 
assurance model. Reporting lines have been 
established to the Audit and Risk Committee 
for oversight.

Overview of material controls
Hunting’s control environment is underpinned 
by a clearly defined suite of material controls, 
designed to provide reasonable assurance 
over governance, financial reporting integrity, 
operational resilience, and compliance 
processes. 

These controls are mapped to the Group’s 
Principal Risks and embedded within the Group 
Manual, ensuring accountability, consistency, 
and transparency across all operations.

Identification and scope
In 2025, Hunting completed a comprehensive 
review of its control framework to prepare for 
compliance with Provision 29 of the UK 
Corporate Governance Code. This review 
identified 46 material controls, comprising:

• 34 Entity Level Controls (“ELCs”); and 
• 12 Internal Controls over Financial Reporting 

(“ICFR”)

These controls address the most significant risks 
facing the Group, including strategic, operational, 
legal and compliance, financial reporting, fraud, 
and IT resilience risks. 

The scope reflects external benchmarks and 
peer analysis to ensure completeness and 
relevance.

Key features of the material 
controls framework
Entity-level controls (“ELCs”):
Include governance and oversight mechanisms 
such as Board-approved delegations of authority, 
M&A and investment policies, a whistleblowing 
programme, and annual assurance statements. 
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Risk Management and Internal Controls continued

Control environment and 
compliance with UK Corporate 
Governance Code (Provision 29)
Hunting’s control environment is designed to 
safeguard assets, ensure accurate and reliable 
reporting, and support the delivery of strategic 
objectives. 

The Board maintains overall responsibility for 
monitoring and reviewing the effectiveness of risk 
management and internal controls, with regular 
oversight by the Audit and Risk Committee. 

Work completed in 2025 – Provision 29 
readiness
During 2025, the Group strengthened its 
governance framework in line with the UK 
Corporate Governance Code, in respect of the 
new requirements of Provision 29. 

Hunting’s framework anchors material controls 
to principal risks, integrates bottom-up business 
unit registers with a Group level assessment, 
and uses AuditBoard to capture evidence, 
testing, and action tracking.

Throughout the year, Hunting enhanced its 
assurance model by formalising the three lines 
of defence and establishing the Internal Control 
Committee. This committee met to review 
material controls, monitor remediation progress, 
assess reporting quality, and set the cadence for 
assurance activities in 2026.

The introduction of the Risk Universe provided 
baseline registers across segments, enabling 
consistent risk assessment and comparability. 

Material controls were refined into a clearly 
defined set, aligned to principal risks and 
mapped to the Group Manual, with 
completeness validated against external 
benchmarks.

The annual financial controls self-assessment, 
now fully integrated into AuditBoard, confirmed 
the strength and reliability of the Group’s control 
environment. 

Internal Audit complemented this by completing 
design and effectiveness reviews in priority 
locations, supporting investigations, and initiating 
independent testing of material controls to 
underpin compliance with Provision 29.

Deloitte updated the full-year 2025 audit plan, 
reviewed the approach to material controls and 
control reliance, completed component visits 
and provided interim feedback on D365 
implementations, revenue recognition, inventory 
valuation, management override of safeguards, 
and restructuring disclosures. 

Planned and agreed actions for 2026
Looking ahead to 2026, the Board approved a 
balanced assurance approach with twice-yearly 
reporting to the Audit and Risk Committee. 

Second-line design and effectiveness testing of 
material and key financial controls, governance 
controls and IT general controls will be 
completed by mid-year and year-end, with 
independent testing of material controls reported 
in February and August. 

Material controls will be refreshed and  
presented for approval in April, incorporating risk 
movements and lessons learned. Non-financial 
information assurance will continue in 2026 and 
consideration given to expanding the scope of 
work to include a broader set of metrics.

Technology enablement will deepen as D365 
Phase 2 standardises configuration and 
workflows, strengthening segregation of duties 
and automated controls, while AuditBoard 
provides real-time evidence, grading and 
close-out tracking for findings. 

Enhanced scenario testing will be applied to 
financial reporting cut-off, project accounting, 
supplier master change controls, inventory 
valuation, cyber event recovery and data integrity, 
and climate-related operational resilience, with 
results reported through the Internal Controls 
Committee and Audit and Risk Committee. 

The 2026 year-end process will culminate in a 
Board-level assessment and a clear declaration 
on the effectiveness of material controls at the 
balance sheet date, aligned with Provision 29.

Three lines of defence (“TLoD”) and 
reporting
The TLoD remain central to this model: 
operational management owns risks and 
controls; Group Finance, QAHSE and other 
functions monitor, test, design and coordinate 
assurance; and Internal Audit provides 
independent reviews. 

The Internal Controls Committee oversees this 
structure and reports outcomes to the Audit and 
Risk Committee and the Board.

Internal Controls Committee
The Internal Controls Committee, a sub-
committee of the Executive Committee, was 
established in 2025. Two meetings have been 
held during the year to review material controls, 
remediation actions, and compliance with the 
assurance model. Reporting lines have been 
established to the Audit and Risk Committee 
for oversight.

Overview of material controls
Hunting’s control environment is underpinned 
by a clearly defined suite of material controls, 
designed to provide reasonable assurance 
over governance, financial reporting integrity, 
operational resilience, and compliance 
processes. 

These controls are mapped to the Group’s 
Principal Risks and embedded within the Group 
Manual, ensuring accountability, consistency, 
and transparency across all operations.

Identification and scope
In 2025, Hunting completed a comprehensive 
review of its control framework to prepare for 
compliance with Provision 29 of the UK 
Corporate Governance Code. This review 
identified 46 material controls, comprising:

• 34 Entity Level Controls (“ELCs”); and 
• 12 Internal Controls over Financial Reporting 

(“ICFR”)

These controls address the most significant risks 
facing the Group, including strategic, operational, 
legal and compliance, financial reporting, fraud, 
and IT resilience risks. 

The scope reflects external benchmarks and 
peer analysis to ensure completeness and 
relevance.

Key features of the material 
controls framework
Entity-level controls (“ELCs”):
Include governance and oversight mechanisms 
such as Board-approved delegations of authority, 
M&A and investment policies, a whistleblowing 
programme, and annual assurance statements. 
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Risk Management and Internal Controls continued

Control environment and 
compliance with UK Corporate 
Governance Code (Provision 29)
Hunting’s control environment is designed to 
safeguard assets, ensure accurate and reliable 
reporting, and support the delivery of strategic 
objectives. 

The Board maintains overall responsibility for 
monitoring and reviewing the effectiveness of risk 
management and internal controls, with regular 
oversight by the Audit and Risk Committee. 

Work completed in 2025 – Provision 29 
readiness
During 2025, the Group strengthened its 
governance framework in line with the UK 
Corporate Governance Code, in respect of the 
new requirements of Provision 29. 

Hunting’s framework anchors material controls 
to principal risks, integrates bottom-up business 
unit registers with a Group level assessment, 
and uses AuditBoard to capture evidence, 
testing, and action tracking.

Throughout the year, Hunting enhanced its 
assurance model by formalising the three lines 
of defence and establishing the Internal Control 
Committee. This committee met to review 
material controls, monitor remediation progress, 
assess reporting quality, and set the cadence for 
assurance activities in 2026.

The introduction of the Risk Universe provided 
baseline registers across segments, enabling 
consistent risk assessment and comparability. 

Material controls were refined into a clearly 
defined set, aligned to principal risks and 
mapped to the Group Manual, with 
completeness validated against external 
benchmarks.

The annual financial controls self-assessment, 
now fully integrated into AuditBoard, confirmed 
the strength and reliability of the Group’s control 
environment. 

Internal Audit complemented this by completing 
design and effectiveness reviews in priority 
locations, supporting investigations, and initiating 
independent testing of material controls to 
underpin compliance with Provision 29.

Deloitte updated the full-year 2025 audit plan, 
reviewed the approach to material controls and 
control reliance, completed component visits 
and provided interim feedback on D365 
implementations, revenue recognition, inventory 
valuation, management override of safeguards, 
and restructuring disclosures. 

Planned and agreed actions for 2026
Looking ahead to 2026, the Board approved a 
balanced assurance approach with twice-yearly 
reporting to the Audit and Risk Committee. 

Second-line design and effectiveness testing of 
material and key financial controls, governance 
controls and IT general controls will be 
completed by mid-year and year-end, with 
independent testing of material controls reported 
in February and August. 

Material controls will be refreshed and  
presented for approval in April, incorporating risk 
movements and lessons learned. Non-financial 
information assurance will continue in 2026 and 
consideration given to expanding the scope of 
work to include a broader set of metrics.

Technology enablement will deepen as D365 
Phase 2 standardises configuration and 
workflows, strengthening segregation of duties 
and automated controls, while AuditBoard 
provides real-time evidence, grading and 
close-out tracking for findings. 

Enhanced scenario testing will be applied to 
financial reporting cut-off, project accounting, 
supplier master change controls, inventory 
valuation, cyber event recovery and data integrity, 
and climate-related operational resilience, with 
results reported through the Internal Controls 
Committee and Audit and Risk Committee. 

The 2026 year-end process will culminate in a 
Board-level assessment and a clear declaration 
on the effectiveness of material controls at the 
balance sheet date, aligned with Provision 29.

Three lines of defence (“TLoD”) and 
reporting
The TLoD remain central to this model: 
operational management owns risks and 
controls; Group Finance, QAHSE and other 
functions monitor, test, design and coordinate 
assurance; and Internal Audit provides 
independent reviews. 

The Internal Controls Committee oversees this 
structure and reports outcomes to the Audit and 
Risk Committee and the Board.

Internal Controls Committee
The Internal Controls Committee, a sub-
committee of the Executive Committee, was 
established in 2025. Two meetings have been 
held during the year to review material controls, 
remediation actions, and compliance with the 
assurance model. Reporting lines have been 
established to the Audit and Risk Committee 
for oversight.

Overview of material controls
Hunting’s control environment is underpinned 
by a clearly defined suite of material controls, 
designed to provide reasonable assurance 
over governance, financial reporting integrity, 
operational resilience, and compliance 
processes. 

These controls are mapped to the Group’s 
Principal Risks and embedded within the Group 
Manual, ensuring accountability, consistency, 
and transparency across all operations.

Identification and scope
In 2025, Hunting completed a comprehensive 
review of its control framework to prepare for 
compliance with Provision 29 of the UK 
Corporate Governance Code. This review 
identified 46 material controls, comprising:

• 34 Entity Level Controls (“ELCs”); and 
• 12 Internal Controls over Financial Reporting 

(“ICFR”)

These controls address the most significant risks 
facing the Group, including strategic, operational, 
legal and compliance, financial reporting, fraud, 
and IT resilience risks. 

The scope reflects external benchmarks and 
peer analysis to ensure completeness and 
relevance.

Key features of the material 
controls framework
Entity-level controls (“ELCs”):
Include governance and oversight mechanisms 
such as Board-approved delegations of authority, 
M&A and investment policies, a whistleblowing 
programme, and annual assurance statements. 
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Risk Management and Internal Controls continued

Control environment and 
compliance with UK Corporate 
Governance Code (Provision 29)
Hunting’s control environment is designed to 
safeguard assets, ensure accurate and reliable 
reporting, and support the delivery of strategic 
objectives. 

The Board maintains overall responsibility for 
monitoring and reviewing the effectiveness of risk 
management and internal controls, with regular 
oversight by the Audit and Risk Committee. 

Work completed in 2025 – Provision 29 
readiness
During 2025, the Group strengthened its 
governance framework in line with the UK 
Corporate Governance Code, in respect of the 
new requirements of Provision 29. 

Hunting’s framework anchors material controls 
to principal risks, integrates bottom-up business 
unit registers with a Group level assessment, 
and uses AuditBoard to capture evidence, 
testing, and action tracking.

Throughout the year, Hunting enhanced its 
assurance model by formalising the three lines 
of defence and establishing the Internal Control 
Committee. This committee met to review 
material controls, monitor remediation progress, 
assess reporting quality, and set the cadence for 
assurance activities in 2026.

The introduction of the Risk Universe provided 
baseline registers across segments, enabling 
consistent risk assessment and comparability. 

Material controls were refined into a clearly 
defined set, aligned to principal risks and 
mapped to the Group Manual, with 
completeness validated against external 
benchmarks.

The annual financial controls self-assessment, 
now fully integrated into AuditBoard, confirmed 
the strength and reliability of the Group’s control 
environment. 

Internal Audit complemented this by completing 
design and effectiveness reviews in priority 
locations, supporting investigations, and initiating 
independent testing of material controls to 
underpin compliance with Provision 29.

Deloitte updated the full-year 2025 audit plan, 
reviewed the approach to material controls and 
control reliance, completed component visits 
and provided interim feedback on D365 
implementations, revenue recognition, inventory 
valuation, management override of safeguards, 
and restructuring disclosures. 

Planned and agreed actions for 2026
Looking ahead to 2026, the Board approved a 
balanced assurance approach with twice-yearly 
reporting to the Audit and Risk Committee. 

Second-line design and effectiveness testing of 
material and key financial controls, governance 
controls and IT general controls will be 
completed by mid-year and year-end, with 
independent testing of material controls reported 
in February and August. 

Material controls will be refreshed and  
presented for approval in April, incorporating risk 
movements and lessons learned. Non-financial 
information assurance will continue in 2026 and 
consideration given to expanding the scope of 
work to include a broader set of metrics.

Technology enablement will deepen as D365 
Phase 2 standardises configuration and 
workflows, strengthening segregation of duties 
and automated controls, while AuditBoard 
provides real-time evidence, grading and 
close-out tracking for findings. 

Enhanced scenario testing will be applied to 
financial reporting cut-off, project accounting, 
supplier master change controls, inventory 
valuation, cyber event recovery and data integrity, 
and climate-related operational resilience, with 
results reported through the Internal Controls 
Committee and Audit and Risk Committee. 

The 2026 year-end process will culminate in a 
Board-level assessment and a clear declaration 
on the effectiveness of material controls at the 
balance sheet date, aligned with Provision 29.

Three lines of defence (“TLoD”) and 
reporting
The TLoD remain central to this model: 
operational management owns risks and 
controls; Group Finance, QAHSE and other 
functions monitor, test, design and coordinate 
assurance; and Internal Audit provides 
independent reviews. 

The Internal Controls Committee oversees this 
structure and reports outcomes to the Audit and 
Risk Committee and the Board.

Internal Controls Committee
The Internal Controls Committee, a sub-
committee of the Executive Committee, was 
established in 2025. Two meetings have been 
held during the year to review material controls, 
remediation actions, and compliance with the 
assurance model. Reporting lines have been 
established to the Audit and Risk Committee 
for oversight.

Overview of material controls
Hunting’s control environment is underpinned 
by a clearly defined suite of material controls, 
designed to provide reasonable assurance 
over governance, financial reporting integrity, 
operational resilience, and compliance 
processes. 

These controls are mapped to the Group’s 
Principal Risks and embedded within the Group 
Manual, ensuring accountability, consistency, 
and transparency across all operations.

Identification and scope
In 2025, Hunting completed a comprehensive 
review of its control framework to prepare for 
compliance with Provision 29 of the UK 
Corporate Governance Code. This review 
identified 46 material controls, comprising:

• 34 Entity Level Controls (“ELCs”); and 
• 12 Internal Controls over Financial Reporting 

(“ICFR”)

These controls address the most significant risks 
facing the Group, including strategic, operational, 
legal and compliance, financial reporting, fraud, 
and IT resilience risks. 

The scope reflects external benchmarks and 
peer analysis to ensure completeness and 
relevance.

Key features of the material 
controls framework
Entity-level controls (“ELCs”):
Include governance and oversight mechanisms 
such as Board-approved delegations of authority, 
M&A and investment policies, a whistleblowing 
programme, and annual assurance statements. 
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Risk Management and Internal Controls continued

Control environment and 
compliance with UK Corporate 
Governance Code (Provision 29)
Hunting’s control environment is designed to 
safeguard assets, ensure accurate and reliable 
reporting, and support the delivery of strategic 
objectives. 

The Board maintains overall responsibility for 
monitoring and reviewing the effectiveness of risk 
management and internal controls, with regular 
oversight by the Audit and Risk Committee. 

Work completed in 2025 – Provision 29 
readiness
During 2025, the Group strengthened its 
governance framework in line with the UK 
Corporate Governance Code, in respect of the 
new requirements of Provision 29. 

Hunting’s framework anchors material controls 
to principal risks, integrates bottom-up business 
unit registers with a Group level assessment, 
and uses AuditBoard to capture evidence, 
testing, and action tracking.

Throughout the year, Hunting enhanced its 
assurance model by formalising the three lines 
of defence and establishing the Internal Control 
Committee. This committee met to review 
material controls, monitor remediation progress, 
assess reporting quality, and set the cadence for 
assurance activities in 2026.

The introduction of the Risk Universe provided 
baseline registers across segments, enabling 
consistent risk assessment and comparability. 

Material controls were refined into a clearly 
defined set, aligned to principal risks and 
mapped to the Group Manual, with 
completeness validated against external 
benchmarks.

The annual financial controls self-assessment, 
now fully integrated into AuditBoard, confirmed 
the strength and reliability of the Group’s control 
environment. 

Internal Audit complemented this by completing 
design and effectiveness reviews in priority 
locations, supporting investigations, and initiating 
independent testing of material controls to 
underpin compliance with Provision 29.

Deloitte updated the full-year 2025 audit plan, 
reviewed the approach to material controls and 
control reliance, completed component visits 
and provided interim feedback on D365 
implementations, revenue recognition, inventory 
valuation, management override of safeguards, 
and restructuring disclosures. 

Planned and agreed actions for 2026
Looking ahead to 2026, the Board approved a 
balanced assurance approach with twice-yearly 
reporting to the Audit and Risk Committee. 

Second-line design and effectiveness testing of 
material and key financial controls, governance 
controls and IT general controls will be 
completed by mid-year and year-end, with 
independent testing of material controls reported 
in February and August. 

Material controls will be refreshed and  
presented for approval in April, incorporating risk 
movements and lessons learned. Non-financial 
information assurance will continue in 2026 and 
consideration given to expanding the scope of 
work to include a broader set of metrics.

Technology enablement will deepen as D365 
Phase 2 standardises configuration and 
workflows, strengthening segregation of duties 
and automated controls, while AuditBoard 
provides real-time evidence, grading and 
close-out tracking for findings. 

Enhanced scenario testing will be applied to 
financial reporting cut-off, project accounting, 
supplier master change controls, inventory 
valuation, cyber event recovery and data integrity, 
and climate-related operational resilience, with 
results reported through the Internal Controls 
Committee and Audit and Risk Committee. 

The 2026 year-end process will culminate in a 
Board-level assessment and a clear declaration 
on the effectiveness of material controls at the 
balance sheet date, aligned with Provision 29.

Three lines of defence (“TLoD”) and 
reporting
The TLoD remain central to this model: 
operational management owns risks and 
controls; Group Finance, QAHSE and other 
functions monitor, test, design and coordinate 
assurance; and Internal Audit provides 
independent reviews. 

The Internal Controls Committee oversees this 
structure and reports outcomes to the Audit and 
Risk Committee and the Board.

Internal Controls Committee
The Internal Controls Committee, a sub-
committee of the Executive Committee, was 
established in 2025. Two meetings have been 
held during the year to review material controls, 
remediation actions, and compliance with the 
assurance model. Reporting lines have been 
established to the Audit and Risk Committee 
for oversight.

Overview of material controls
Hunting’s control environment is underpinned 
by a clearly defined suite of material controls, 
designed to provide reasonable assurance 
over governance, financial reporting integrity, 
operational resilience, and compliance 
processes. 

These controls are mapped to the Group’s 
Principal Risks and embedded within the Group 
Manual, ensuring accountability, consistency, 
and transparency across all operations.

Identification and scope
In 2025, Hunting completed a comprehensive 
review of its control framework to prepare for 
compliance with Provision 29 of the UK 
Corporate Governance Code. This review 
identified 46 material controls, comprising:

• 34 Entity Level Controls (“ELCs”); and 
• 12 Internal Controls over Financial Reporting 

(“ICFR”)

These controls address the most significant risks 
facing the Group, including strategic, operational, 
legal and compliance, financial reporting, fraud, 
and IT resilience risks. 

The scope reflects external benchmarks and 
peer analysis to ensure completeness and 
relevance.

Key features of the material 
controls framework
Entity-level controls (“ELCs”):
Include governance and oversight mechanisms 
such as Board-approved delegations of authority, 
M&A and investment policies, a whistleblowing 
programme, and annual assurance statements. 
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Risk Management and Internal Controls continued

Control environment and 
compliance with UK Corporate 
Governance Code (Provision 29)
Hunting’s control environment is designed to 
safeguard assets, ensure accurate and reliable 
reporting, and support the delivery of strategic 
objectives. 

The Board maintains overall responsibility for 
monitoring and reviewing the effectiveness of risk 
management and internal controls, with regular 
oversight by the Audit and Risk Committee. 

Work completed in 2025 – Provision 29 
readiness
During 2025, the Group strengthened its 
governance framework in line with the UK 
Corporate Governance Code, in respect of the 
new requirements of Provision 29. 

Hunting’s framework anchors material controls 
to principal risks, integrates bottom-up business 
unit registers with a Group level assessment, 
and uses AuditBoard to capture evidence, 
testing, and action tracking.

Throughout the year, Hunting enhanced its 
assurance model by formalising the three lines 
of defence and establishing the Internal Control 
Committee. This committee met to review 
material controls, monitor remediation progress, 
assess reporting quality, and set the cadence for 
assurance activities in 2026.

The introduction of the Risk Universe provided 
baseline registers across segments, enabling 
consistent risk assessment and comparability. 

Material controls were refined into a clearly 
defined set, aligned to principal risks and 
mapped to the Group Manual, with 
completeness validated against external 
benchmarks.

The annual financial controls self-assessment, 
now fully integrated into AuditBoard, confirmed 
the strength and reliability of the Group’s control 
environment. 

Internal Audit complemented this by completing 
design and effectiveness reviews in priority 
locations, supporting investigations, and initiating 
independent testing of material controls to 
underpin compliance with Provision 29.

Deloitte updated the full-year 2025 audit plan, 
reviewed the approach to material controls and 
control reliance, completed component visits 
and provided interim feedback on D365 
implementations, revenue recognition, inventory 
valuation, management override of safeguards, 
and restructuring disclosures. 

Planned and agreed actions for 2026
Looking ahead to 2026, the Board approved a 
balanced assurance approach with twice-yearly 
reporting to the Audit and Risk Committee. 

Second-line design and effectiveness testing of 
material and key financial controls, governance 
controls and IT general controls will be 
completed by mid-year and year-end, with 
independent testing of material controls reported 
in February and August. 

Material controls will be refreshed and  
presented for approval in April, incorporating risk 
movements and lessons learned. Non-financial 
information assurance will continue in 2026 and 
consideration given to expanding the scope of 
work to include a broader set of metrics.

Technology enablement will deepen as D365 
Phase 2 standardises configuration and 
workflows, strengthening segregation of duties 
and automated controls, while AuditBoard 
provides real-time evidence, grading and 
close-out tracking for findings. 

Enhanced scenario testing will be applied to 
financial reporting cut-off, project accounting, 
supplier master change controls, inventory 
valuation, cyber event recovery and data integrity, 
and climate-related operational resilience, with 
results reported through the Internal Controls 
Committee and Audit and Risk Committee. 

The 2026 year-end process will culminate in a 
Board-level assessment and a clear declaration 
on the effectiveness of material controls at the 
balance sheet date, aligned with Provision 29.

Three lines of defence (“TLoD”) and 
reporting
The TLoD remain central to this model: 
operational management owns risks and 
controls; Group Finance, QAHSE and other 
functions monitor, test, design and coordinate 
assurance; and Internal Audit provides 
independent reviews. 

The Internal Controls Committee oversees this 
structure and reports outcomes to the Audit and 
Risk Committee and the Board.

Internal Controls Committee
The Internal Controls Committee, a sub-
committee of the Executive Committee, was 
established in 2025. Two meetings have been 
held during the year to review material controls, 
remediation actions, and compliance with the 
assurance model. Reporting lines have been 
established to the Audit and Risk Committee 
for oversight.

Overview of material controls
Hunting’s control environment is underpinned 
by a clearly defined suite of material controls, 
designed to provide reasonable assurance 
over governance, financial reporting integrity, 
operational resilience, and compliance 
processes. 

These controls are mapped to the Group’s 
Principal Risks and embedded within the Group 
Manual, ensuring accountability, consistency, 
and transparency across all operations.

Identification and scope
In 2025, Hunting completed a comprehensive 
review of its control framework to prepare for 
compliance with Provision 29 of the UK 
Corporate Governance Code. This review 
identified 46 material controls, comprising:

• 34 Entity Level Controls (“ELCs”); and 
• 12 Internal Controls over Financial Reporting 

(“ICFR”)

These controls address the most significant risks 
facing the Group, including strategic, operational, 
legal and compliance, financial reporting, fraud, 
and IT resilience risks. 

The scope reflects external benchmarks and 
peer analysis to ensure completeness and 
relevance.

Key features of the material 
controls framework
Entity-level controls (“ELCs”):
Include governance and oversight mechanisms 
such as Board-approved delegations of authority, 
M&A and investment policies, a whistleblowing 
programme, and annual assurance statements. 

Hunting PLC
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Risk Management and Internal Controls continued

These controls ensure strategic decisions, risk 
management, and compliance activities are 
executed within defined parameters and reported 
to the Internal Controls Committee and the Audit 
and Risk Committee.

Financial reporting controls (“ICFR”):
Controls over inventory valuation and existence, 
revenue cut-off, revenue recognition under IFRS 
15, and journal entry approval processes mitigate 
risks of material misstatement. 

These controls are supported by automated 
workflows within the Group’s ERP system (D365) 
and monitored through AuditBoard for real-time 
evidence capture and remediation tracking.

IT general controls:
Cyber security monitoring, disaster recovery 
planning, and segregation of duties within core 
systems form part of the Material Control set, 
reflecting the Group’s very low risk appetite for 
IT and cyber threats.

Non-financial controls:
Initial scope includes health and safety and 
product quality metrics. Future reviews will 
consider whether to expand the scope of metrics 
covered for 2027.

Assurance and testing  
Hunting PLC applies the TLoD and assurance 
model as part of its internal control and 
assurance framework, which is aligned with the 
UK Corporate Governance Code and Provision 
29 requirements.

The following outlines how the TLoD and 
assurance model work: 

First line of defence  
– operational management

Role: Business units own and operate controls 
day-to-day.

Key activities: 
Completion of operational assurance statements 
at half-year and year-end to confirm entity-level 
controls are functioning.

Annual self-assessment of internal controls over 
financial reporting (“ICFR”) via AuditBoard.

Direct responsibility for designing, implementing 
and evidencing controls linked to principal risks, 
including financial, operational, legal and 
compliance, and fraud risks.

Second line of defence  
– oversight and monitoring

Role: Group finance risk and controls team 
provides independent monitoring and testing.

Key activities: 
Design and effectiveness testing of material and 
key controls (financial and non-financial).

Design and monitoring of entity-level controls 
and reporting to the Internal Controls Committee 
and the Audit and Risk Committee.

Use of AuditBoard for real-time tracking 
of remediation actions.

Includes internal IT specialists for general IT 
controls (“GITC”) and ERP configuration reviews.

Third line of defence  
– independent assurance

Role: Internal Audit delivers independent 
assurance to the Audit and Risk Committee.

Key activities: 
• Testing of material controls and operational 

effectiveness.
• Process mapping and control documentation 

for high-risk units.
• Fraud investigations and compliance reviews.
• Support from external specialists for IT general 

controls and other technical areas.

Assurance model

Role: The assurance model is structured around 
these three lines, with clear accountability: 

• Board and Audit and Risk Committee maintain 
overall oversight.

• Independent assurance combines internal 
audit and second-line reviews, supplemented 
by external IT specialists where needed.

• Testing of material controls is progressing, 
with full effectiveness reporting scheduled 
to be resolved during 2026.
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Board engagement and decision 
making – risk
The Board maintains overall responsibility 
for monitoring and reviewing the effectiveness 
of risk management and internal controls, 
with regular oversight by the Audit and 
Risk Committee.
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Example 15

RISK MANAGEMENT CONTINUED

Principal risks and material controls

The Group continually reviews its risk taxonomy 
to ensure it remains complete, relevant and 
appropriately aligned to the Group’s assessment  
of principal risks.

A principal risk is defined as a risk, or combination 
of risks, that could have a material adverse effect 
on the Group’s business model, performance, 
future prospects or reputation. This includes 
risks that could threaten the Group’s operational 
resilience, financial position, solvency or liquidity.

During 2025, the Board determined that no 
changes were required to the Group’s assessment 
of its principal risks.

The Group maintains a comprehensive control 
environment and undertakes a range of measures 
to monitor and manage risks arising from its 
business activities. These measures are designed 
to promote ongoing awareness of key risks, 
controls and regulatory requirements across 
the organisation.

Material controls and mitigation measures include:
 – A well-established acquisition due diligence 
framework
 – A Group Compliance Framework, including a 
dedicated compliance monitoring function
 – A Business Risk Assessment Framework to 
support the identification and assessment of 
financial crime and other enterprise risks
 – A clearly articulated and consistently applied 
Risk Appetite Framework
 – Employee training programmes designed to 
promote risk awareness and professional conduct
 – Segregation of duties for transaction processing, 
including a rigorous six-eyes Recommendation 
for Signing approval process

 – Proactive fraud prevention measures, including 
strengthened authentication and identity 
verification controls
 – Performance scorecards that drive commercial 
performance while remaining balanced against 
people and risk management considerations
 – Mature cybersecurity capabilities, including 
preventative controls, staff training and  
periodic testing
 – Robust IT infrastructure supported by 
regularly tested business continuity and 
disaster recovery arrangements
 – Rigorous employee screening and on-boarding 
processes
 – Established talent development programmes that 
support employee engagement and retention
 – Comprehensive induction and ongoing training 
for all employees
 – Annual employee confirmations of compliance 
with core Group policies and procedures
 – Whistleblowing arrangements to support the 
reporting of concerns
 – A defined Group Risk Escalation Framework to 
ensure timely identification and consideration 
of risk events

Notwithstanding the expected delisting of the 
Group during 2026, the Board expects to maintain 
the discipline of assessing material control 
effectiveness in a manner consistent with the 
principles contemplated by Provision 29 of the  
UK Corporate Governance Code.

The Group also maintains insurance cover in excess 
of regulatory minimum requirements, providing 
an additional layer of protection in support of the 
overall control environment.

Level 1 Level 2
Primary, overarching risk elements,  
containing 8 components

Represents the cohorts of  
specific risks JTC is exposed to Principal risk

STRATEGIC Acquisition
Competitor and Client Demand 
Strategy & Culture

FINANCIAL Performance of Business
Earnings (FX)
Impairment
Financing
Reporting
Capital Adequacy

OPERATIONAL Client
Process
Resilience & Business Continuity
Technology/Data Security
Outsourcing1

POLITICAL/REGULATORY Corporate Governance2

Political
Regulatory
Compliance

FINANCIAL CRIME AML/CFT/CPF Risk Assessment 
Organisational
Countries, Territories or Geographic Areas
Customer
Customer Due Diligence
Delivery Channels
Products, Services and Transactions
Fraud
Anti-Bribery & Corruption

LEGAL Litigation/Contractual
Fiduciary

HUMAN RESOURCES Adequate Resources
Remuneration & Retention3

Key Person
ESG Environmental

Social
Governance

1 Repositioned the risk category to reflect the scope and focus on outsourcing risk within the Group.
2 Renamed from Listing Rules to focus upon corporate governance risks.
3 Renamed to focus risk on retention versus incentivisation.
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Example 16

Board oversight of culture and colleague engagement 

Our colleagues deliver superior service and are the heart of our relationship banking approach. The Board recognises the importance 
of our colleagues and our unique culture, and an overview of the Board’s oversight is summarised below.

DNED colleague engagement activities

Store visits
Our DNED met with a 
variety of colleagues 
during the year at visits 
to a number of our sites. 
Through these visits, 
Nicholas discussed a 
broad range of topics 
with colleagues including 
strategy, objectives, 
performance, diversity 
and inclusion, and 
opportunities for growth.

 • sets the tone, standards and values for the Bank
 • ensures culture supports the delivery of long-term, sustainable success and is embedded throughout the Bank

 • appoints a Designated Non-Executive Director for Colleague Engagement (DNED).

Key inclusion 
network 
engagement
Our DNED met with 
Chairs of the Bank’s 
inclusion networks to 
gain an understanding of 
the activities and impact 
of the networks and any 
support required from 
the Board.

Nicholas participated 
in a number of inclusion 
events and activities 
throughout the year, 
organised by our 
inclusion networks. 

Virtual colleague 
sessions
Our DNED hosted a 
number of ‘Natter with 
Nick’ virtual events during 
the year. These sessions 
were available to all 
colleagues and enabled 
Nicholas to hear directly 
from colleagues from 
across the business. 
An overview from these 
sessions was included in 
his reports to the Board. 

Reporting to the Board

Voice of the 
Colleague (VOC) 
Pulse Survey 
analysis
The Board received 
detailed analysis of 
the results of the 
biannual VOC survey, 
which captured 
colleague feedback 
and demonstrated how 
the Bank’s culture is 
embedded throughout 
the organisation. The 
reports highlighted key 
drivers of sentiment and 
specific areas of concern 
or improvement. The 
Board monitored trends 
over time and assessed 
the survey results in 
the context of wider 
organisational changes.

Reports from the 
DNED 
The DNED presented 
regular reports to the 
Board to enable the 
Board to consider 
colleague views in 
its decision making. 

Reports from 
management 
Senior leadership 
presented thematic 
updates to the Board 
on key elements of 
culture throughout 
the year, which 
provided assurance 
that culture was being 
actively monitored and 
embedded following a 
period of transformation 
for the Bank. 

Designated Non-Executive 
Director for Colleague 
Engagement (DNED)
With regard to Provision 5 of the Code, 
we continue to be of the opinion that 
appointing a DNED is the most appropriate 
engagement mechanism for the Bank to 
ensure there is effective two-way dialogue 
with colleagues. The DNED’s role is to 
connect colleagues with the Board and 
escalate their views to support informed 
decision making.

A note from our DNED 
It was a pleasure to continue in my role as 
DNED for another year and engage with 
colleagues as they executed our strategy 
and delivered strong results. 

I was able to meet many colleagues during 
the year, from a range of business areas, 
and their views and experience gave 
valuable insights which were considered 
in Board decision making.

The Board is committed to ensuring our 
culture remains something to be proud of 
and it was great to see our culture in action 
during my visits and on Viva Engage (our 
internal social media channel).

As we continue to build a bank for the 
future, colleagues remain at the heart of our 
relationship banking approach, and I look 
forward to meeting more colleagues and 
hearing their views in 2026 before handing 
over to my successor when I step down 
from the Board at the end of May 2026.

Nicholas Winsor
Designated Non-Executive Director for 
Colleague Engagement

Board responsibilities in relation to culture

Board oversight of culture and colleague views
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Board oversight of culture and colleague engagement 

Our colleagues deliver superior service and are the heart of our relationship banking approach. The Board recognises the importance 
of our colleagues and our unique culture, and an overview of the Board’s oversight is summarised below.

DNED colleague engagement activities

Store visits
Our DNED met with a 
variety of colleagues 
during the year at visits 
to a number of our sites. 
Through these visits, 
Nicholas discussed a 
broad range of topics 
with colleagues including 
strategy, objectives, 
performance, diversity 
and inclusion, and 
opportunities for growth.

 • sets the tone, standards and values for the Bank
 • ensures culture supports the delivery of long-term, sustainable success and is embedded throughout the Bank

 • appoints a Designated Non-Executive Director for Colleague Engagement (DNED).

Key inclusion 
network 
engagement
Our DNED met with 
Chairs of the Bank’s 
inclusion networks to 
gain an understanding of 
the activities and impact 
of the networks and any 
support required from 
the Board.

Nicholas participated 
in a number of inclusion 
events and activities 
throughout the year, 
organised by our 
inclusion networks. 

Virtual colleague 
sessions
Our DNED hosted a 
number of ‘Natter with 
Nick’ virtual events during 
the year. These sessions 
were available to all 
colleagues and enabled 
Nicholas to hear directly 
from colleagues from 
across the business. 
An overview from these 
sessions was included in 
his reports to the Board. 

Reporting to the Board

Voice of the 
Colleague (VOC) 
Pulse Survey 
analysis
The Board received 
detailed analysis of 
the results of the 
biannual VOC survey, 
which captured 
colleague feedback 
and demonstrated how 
the Bank’s culture is 
embedded throughout 
the organisation. The 
reports highlighted key 
drivers of sentiment and 
specific areas of concern 
or improvement. The 
Board monitored trends 
over time and assessed 
the survey results in 
the context of wider 
organisational changes.

Reports from the 
DNED 
The DNED presented 
regular reports to the 
Board to enable the 
Board to consider 
colleague views in 
its decision making. 

Reports from 
management 
Senior leadership 
presented thematic 
updates to the Board 
on key elements of 
culture throughout 
the year, which 
provided assurance 
that culture was being 
actively monitored and 
embedded following a 
period of transformation 
for the Bank. 

Designated Non-Executive 
Director for Colleague 
Engagement (DNED)
With regard to Provision 5 of the Code, 
we continue to be of the opinion that 
appointing a DNED is the most appropriate 
engagement mechanism for the Bank to 
ensure there is effective two-way dialogue 
with colleagues. The DNED’s role is to 
connect colleagues with the Board and 
escalate their views to support informed 
decision making.

A note from our DNED 
It was a pleasure to continue in my role as 
DNED for another year and engage with 
colleagues as they executed our strategy 
and delivered strong results. 

I was able to meet many colleagues during 
the year, from a range of business areas, 
and their views and experience gave 
valuable insights which were considered 
in Board decision making.

The Board is committed to ensuring our 
culture remains something to be proud of 
and it was great to see our culture in action 
during my visits and on Viva Engage (our 
internal social media channel).

As we continue to build a bank for the 
future, colleagues remain at the heart of our 
relationship banking approach, and I look 
forward to meeting more colleagues and 
hearing their views in 2026 before handing 
over to my successor when I step down 
from the Board at the end of May 2026.

Nicholas Winsor
Designated Non-Executive Director for 
Colleague Engagement

Board responsibilities in relation to culture

Board oversight of culture and colleague views
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Board oversight of culture and colleague engagement 

Our colleagues deliver superior service and are the heart of our relationship banking approach. The Board recognises the importance 
of our colleagues and our unique culture, and an overview of the Board’s oversight is summarised below.

DNED colleague engagement activities

Store visits
Our DNED met with a 
variety of colleagues 
during the year at visits 
to a number of our sites. 
Through these visits, 
Nicholas discussed a 
broad range of topics 
with colleagues including 
strategy, objectives, 
performance, diversity 
and inclusion, and 
opportunities for growth.

 • sets the tone, standards and values for the Bank
 • ensures culture supports the delivery of long-term, sustainable success and is embedded throughout the Bank

 • appoints a Designated Non-Executive Director for Colleague Engagement (DNED).

Key inclusion 
network 
engagement
Our DNED met with 
Chairs of the Bank’s 
inclusion networks to 
gain an understanding of 
the activities and impact 
of the networks and any 
support required from 
the Board.

Nicholas participated 
in a number of inclusion 
events and activities 
throughout the year, 
organised by our 
inclusion networks. 

Virtual colleague 
sessions
Our DNED hosted a 
number of ‘Natter with 
Nick’ virtual events during 
the year. These sessions 
were available to all 
colleagues and enabled 
Nicholas to hear directly 
from colleagues from 
across the business. 
An overview from these 
sessions was included in 
his reports to the Board. 

Reporting to the Board

Voice of the 
Colleague (VOC) 
Pulse Survey 
analysis
The Board received 
detailed analysis of 
the results of the 
biannual VOC survey, 
which captured 
colleague feedback 
and demonstrated how 
the Bank’s culture is 
embedded throughout 
the organisation. The 
reports highlighted key 
drivers of sentiment and 
specific areas of concern 
or improvement. The 
Board monitored trends 
over time and assessed 
the survey results in 
the context of wider 
organisational changes.

Reports from the 
DNED 
The DNED presented 
regular reports to the 
Board to enable the 
Board to consider 
colleague views in 
its decision making. 

Reports from 
management 
Senior leadership 
presented thematic 
updates to the Board 
on key elements of 
culture throughout 
the year, which 
provided assurance 
that culture was being 
actively monitored and 
embedded following a 
period of transformation 
for the Bank. 

Designated Non-Executive 
Director for Colleague 
Engagement (DNED)
With regard to Provision 5 of the Code, 
we continue to be of the opinion that 
appointing a DNED is the most appropriate 
engagement mechanism for the Bank to 
ensure there is effective two-way dialogue 
with colleagues. The DNED’s role is to 
connect colleagues with the Board and 
escalate their views to support informed 
decision making.

A note from our DNED 
It was a pleasure to continue in my role as 
DNED for another year and engage with 
colleagues as they executed our strategy 
and delivered strong results. 

I was able to meet many colleagues during 
the year, from a range of business areas, 
and their views and experience gave 
valuable insights which were considered 
in Board decision making.

The Board is committed to ensuring our 
culture remains something to be proud of 
and it was great to see our culture in action 
during my visits and on Viva Engage (our 
internal social media channel).

As we continue to build a bank for the 
future, colleagues remain at the heart of our 
relationship banking approach, and I look 
forward to meeting more colleagues and 
hearing their views in 2026 before handing 
over to my successor when I step down 
from the Board at the end of May 2026.

Nicholas Winsor
Designated Non-Executive Director for 
Colleague Engagement

Board responsibilities in relation to culture

Board oversight of culture and colleague views
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Board oversight of culture and colleague engagement 

Our colleagues deliver superior service and are the heart of our relationship banking approach. The Board recognises the importance 
of our colleagues and our unique culture, and an overview of the Board’s oversight is summarised below.

DNED colleague engagement activities

Store visits
Our DNED met with a 
variety of colleagues 
during the year at visits 
to a number of our sites. 
Through these visits, 
Nicholas discussed a 
broad range of topics 
with colleagues including 
strategy, objectives, 
performance, diversity 
and inclusion, and 
opportunities for growth.

 • sets the tone, standards and values for the Bank
 • ensures culture supports the delivery of long-term, sustainable success and is embedded throughout the Bank

 • appoints a Designated Non-Executive Director for Colleague Engagement (DNED).

Key inclusion 
network 
engagement
Our DNED met with 
Chairs of the Bank’s 
inclusion networks to 
gain an understanding of 
the activities and impact 
of the networks and any 
support required from 
the Board.

Nicholas participated 
in a number of inclusion 
events and activities 
throughout the year, 
organised by our 
inclusion networks. 

Virtual colleague 
sessions
Our DNED hosted a 
number of ‘Natter with 
Nick’ virtual events during 
the year. These sessions 
were available to all 
colleagues and enabled 
Nicholas to hear directly 
from colleagues from 
across the business. 
An overview from these 
sessions was included in 
his reports to the Board. 

Reporting to the Board

Voice of the 
Colleague (VOC) 
Pulse Survey 
analysis
The Board received 
detailed analysis of 
the results of the 
biannual VOC survey, 
which captured 
colleague feedback 
and demonstrated how 
the Bank’s culture is 
embedded throughout 
the organisation. The 
reports highlighted key 
drivers of sentiment and 
specific areas of concern 
or improvement. The 
Board monitored trends 
over time and assessed 
the survey results in 
the context of wider 
organisational changes.

Reports from the 
DNED 
The DNED presented 
regular reports to the 
Board to enable the 
Board to consider 
colleague views in 
its decision making. 

Reports from 
management 
Senior leadership 
presented thematic 
updates to the Board 
on key elements of 
culture throughout 
the year, which 
provided assurance 
that culture was being 
actively monitored and 
embedded following a 
period of transformation 
for the Bank. 

Designated Non-Executive 
Director for Colleague 
Engagement (DNED)
With regard to Provision 5 of the Code, 
we continue to be of the opinion that 
appointing a DNED is the most appropriate 
engagement mechanism for the Bank to 
ensure there is effective two-way dialogue 
with colleagues. The DNED’s role is to 
connect colleagues with the Board and 
escalate their views to support informed 
decision making.

A note from our DNED 
It was a pleasure to continue in my role as 
DNED for another year and engage with 
colleagues as they executed our strategy 
and delivered strong results. 

I was able to meet many colleagues during 
the year, from a range of business areas, 
and their views and experience gave 
valuable insights which were considered 
in Board decision making.

The Board is committed to ensuring our 
culture remains something to be proud of 
and it was great to see our culture in action 
during my visits and on Viva Engage (our 
internal social media channel).

As we continue to build a bank for the 
future, colleagues remain at the heart of our 
relationship banking approach, and I look 
forward to meeting more colleagues and 
hearing their views in 2026 before handing 
over to my successor when I step down 
from the Board at the end of May 2026.

Nicholas Winsor
Designated Non-Executive Director for 
Colleague Engagement

Board responsibilities in relation to culture

Board oversight of culture and colleague views
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Our purpose

Stakeholder  
engagement

Non-executive  
Directors

Executive  
Directors

1
Strategic intent

2
Challenge and  

decision making

3
Short-/long-term plans

Execution and 
value creation 

(Business Model)

Executive 
Committee 

Internal Controls 
Committee

Risk 
management

Strategic and 
financial 

performance

Business 
strategy

Audit and Risk 
Committee

Nomination  
Committee

Ethics and 
Sustainability  
Committee

Market environment and  
other external factors

KPIs

Remuneration  
Committee

Corporate Governance Report continued

Hunting governance framework

Board leadership 
and Company purpose
(Section 1 of the Code)

Constitution of the Board
The Board is responsible for the management 
and strategic direction of the Company, to ensure 
long-term sustainable success by generating 
value for its shareholders, while giving due 
consideration to other stakeholders and society, 
as prescribed by UK law.

Directors with skills and experience designed 
to deliver this success are appointed, with the 
current Board profile reflecting Hunting’s focus 
on the global oil and gas and aviation industries, 
which are, by far, the leading revenue and profit 
drivers of the Group. The tenure and experience 
of the Directors within these industries, coupled 
with the operational, strategic and financial 
backgrounds of other Directors, are the underpin 
of a highly effective and entrepreneurial Board.

Composition and diversity
Annell Bay retired on 1 February 2025 after ten 
years’ service to the Group. The Directors would 
like to thank Annell for her contribution to Hunting 
over the past decade, particularly in her role as 
Chair of the Remuneration Committee.

Cathy Krajicek was appointed as a Director 
on 3 March 2025. Following the Company’s 
Articles of Association, Ms Krajicek automatically 
retired at the 2025 AGM and offered herself for 
reappointment by shareholders. Heidrick & 
Struggles, an independent executive search 
agent, supported the Board in this search 
process. Heidrick & Struggles does not have any 
other connection to the Group or the individual 
Directors, other than in executive search 
processes completed in the year.

As at 5 March 2026, the gender balance of the 
Board comprises four female Directors (50%) and 
four male Directors (50%). For further information 
on the biographical details of the Board of 
Directors, please see pages 106 and 107.

Tenure
The average tenure of the Directors of the Board, 
at 5 March 2026, is five years (6 March 2025 – 
four years). Within the non-executive Directors, 
the average tenure is four years (6 March 2025 
– three years).

For the appointment of executive Directors, the 
Company enters into a service contract with the 
Director, which reflects the terms of employment, 
remuneration and termination, taking into 
account the country of residence and local 
employment laws applicable at the time of the 
appointment. For more information on the service 
contracts of the current executive Directors, 
please see the Directors’ Remuneration Policy, 
which can be located at www.huntingplc.com. 
For the appointment of non-executive Directors, 
a letter of appointment is agreed with the 
Director, which sets out the time commitment, 
fees, and term of appointment.

Responsibilities of the Board
The Board of Hunting PLC has clearly defined 
areas of responsibility, which are separate  
to those of the Company Chair, executive 
Directors, and the Committees of the Board.  
The non-executive Directors approve the 
strategic goals and objectives of the Company, 
as proposed by the executive Directors.

The Board exercises overall leadership of the 
Company, setting the values of the Hunting 
Group, providing a strong tone from the top, 
which all businesses within the Group, and their 
employees, are encouraged to adopt.

The Board approves all major acquisitions and 
divestments; and capital allocations, including 
dividends, share buybacks and capital 
investments. The Board also reviews and 
approves annual budgets and strategic 
growth plans. 
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Corporate Governance Report continued

Hunting governance framework

Board leadership 
and Company purpose
(Section 1 of the Code)

Constitution of the Board
The Board is responsible for the management 
and strategic direction of the Company, to ensure 
long-term sustainable success by generating 
value for its shareholders, while giving due 
consideration to other stakeholders and society, 
as prescribed by UK law.

Directors with skills and experience designed 
to deliver this success are appointed, with the 
current Board profile reflecting Hunting’s focus 
on the global oil and gas and aviation industries, 
which are, by far, the leading revenue and profit 
drivers of the Group. The tenure and experience 
of the Directors within these industries, coupled 
with the operational, strategic and financial 
backgrounds of other Directors, are the underpin 
of a highly effective and entrepreneurial Board.

Composition and diversity
Annell Bay retired on 1 February 2025 after ten 
years’ service to the Group. The Directors would 
like to thank Annell for her contribution to Hunting 
over the past decade, particularly in her role as 
Chair of the Remuneration Committee.

Cathy Krajicek was appointed as a Director 
on 3 March 2025. Following the Company’s 
Articles of Association, Ms Krajicek automatically 
retired at the 2025 AGM and offered herself for 
reappointment by shareholders. Heidrick & 
Struggles, an independent executive search 
agent, supported the Board in this search 
process. Heidrick & Struggles does not have any 
other connection to the Group or the individual 
Directors, other than in executive search 
processes completed in the year.

As at 5 March 2026, the gender balance of the 
Board comprises four female Directors (50%) and 
four male Directors (50%). For further information 
on the biographical details of the Board of 
Directors, please see pages 106 and 107.

Tenure
The average tenure of the Directors of the Board, 
at 5 March 2026, is five years (6 March 2025 – 
four years). Within the non-executive Directors, 
the average tenure is four years (6 March 2025 
– three years).

For the appointment of executive Directors, the 
Company enters into a service contract with the 
Director, which reflects the terms of employment, 
remuneration and termination, taking into 
account the country of residence and local 
employment laws applicable at the time of the 
appointment. For more information on the service 
contracts of the current executive Directors, 
please see the Directors’ Remuneration Policy, 
which can be located at www.huntingplc.com. 
For the appointment of non-executive Directors, 
a letter of appointment is agreed with the 
Director, which sets out the time commitment, 
fees, and term of appointment.

Responsibilities of the Board
The Board of Hunting PLC has clearly defined 
areas of responsibility, which are separate  
to those of the Company Chair, executive 
Directors, and the Committees of the Board.  
The non-executive Directors approve the 
strategic goals and objectives of the Company, 
as proposed by the executive Directors.

The Board exercises overall leadership of the 
Company, setting the values of the Hunting 
Group, providing a strong tone from the top, 
which all businesses within the Group, and their 
employees, are encouraged to adopt.

The Board approves all major acquisitions and 
divestments; and capital allocations, including 
dividends, share buybacks and capital 
investments. The Board also reviews and 
approves annual budgets and strategic 
growth plans. 
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Standard Chartered 2025 ARA, p. 174–175

Example 18

Source: 2025 Standard Chartered ARA

Action and decision Outcome and impact
Internal Controls
 • Discussed reports from Group Internal Audit & 

Investigations covering the appraisal of controls across 
key risks within the Committee’s scope.

 • In conjunction with the Audit Committee, reviewed 
the outcomes of the annual Risk and Control 
Self-Assessment (RCSA).

 • Reviewed and discussed an addition to its terms of 
reference on the oversight of material controls alongside 
the Audit Committee, which was recommended to the 
Board for approval.

 • Encouraged management to ensure that the RCSA 
process continues to identify the real risks faced 
by the Group in its day-to-day operations. 

 • Ensured that appropriate mitigations and controls are 
in place for material risk events.

Environment, Social, Governance and Reputational Risk
 • Reviewed and discussed a paper on the Group’s 

approach to Environment, Social, Governance and 
Reputational Risk.

 • Requested and received training on Climate Risk, 
including Nature Risk. 

 • Reviewed the key areas of reputational risk faced 
by the Group.

 • Devoted time and space to discuss Climate Risk and 
Nature Risk, including UK regulators’ current requirements 
and future expectations regarding Board-level oversight.

Alignment of risk and remuneration
 • Received and discussed the risk factors to be considered 

by the Remuneration Committee in determining 
incentives as part of the 2025 year-end review.

 • Assisted the Remuneration Committee in its assessment 
as to whether remuneration aligns with effective 
risk management and does not encourage 
excessive risk-taking. 

Read more on utilising remuneration as a risk management 
tool in the Directors’ remuneration report on pages 180 to 206.

Regulatory
 • Discussed key communications received from the PRA 

and Financial Conduct Authority.
 • Reviewed and discussed the BCBS 239 2024 

self-assessment exercise and actions to address 
identified gaps.

 • Ensured coverage of the 2025 regulatory priorities within 
the scope of its responsibilities and encouraged continued 
engagement with regulators.

Board Risk Committee report
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Governance
Action and decision Outcome and impact
Terms of reference review
 • Conducted an annual review of the Committee’s terms 

of reference in December 2025, considering applicable 
rules and best practice in the UK and Hong Kong and 
the ACG reforms.

 • Following the review, alongside the Audit Committee, the 
Committee recommended material changes including 
the transfer of the oversight of FCR and Compliance Risk 
from the Audit Committee to the Board Risk Committee. 
A new material controls responsibility was added in light 
of the ACG reforms to complement the oversight of the 
Audit Committee.

 • The Board approved the proposed amendments to 
the Committee’s terms of reference in February 2026.

 • Ensured the role and responsibilities of the Committee 
remain appropriate and align with best practice.

Committee performance review
 • Regularly reviewed progress against the 2025 Action Plan 

which set out actions arising from the internally facilitated 
performance review conducted in 2024.

 • A review of the Committee’s performance was facilitated 
by an independent external reviewer, in accordance with 
the 2024 UK Corporate Governance Code.

 • The external reviewer’s report was reviewed and discussed 
by the Board with all Committee members present.

 • Addressed all actions in the 2025 Action Plan to enhance 
the performance of the Committee.

 • Developed a 2026 Action Plan to address the 
external reviewer’s recommendations from the 2025 
performance review.

 • Progress against the 2026 Action Plan will be monitored 
during 2026.

Read more on the review on pages 150 to 152.

Committee composition
The Committee’s membership comprises independent 
non-executive directors (INEDs) who have a deep and broad 
experience of banking and the risk factors affecting the 
Group, including geopolitical, economic, IT, financial crime 
and general business risks. The skills and experience of each 
member can be found on pages 131 to 134.

Meetings 
Meetings are scheduled to align with key dates in the 
Group’s calendar and in accordance with the Committee’s 
forward agenda. As part of, and in addition to scheduled 
Committee meetings, the Committee held private 
members-only meetings.

Two private sessions between Committee members and the 
GCRO were held in 2025. 

The Committee Chair reports to the Board on the 
Committee’s key areas of focus following each meeting.

Risk information provided to the Committee 
The Committee is authorised to seek any information that 
will allow it to fulfil its governance mandate relating to risks 
to which the Group is exposed, and alert senior management 
when risk reports do not meet its requirements. The Committee 
receives regular reports on risk management and tracks a 
wide range of risk metrics through a Board Risk Information 
Report which provides an overview of the Group’s risk profile 
against the Group’s Risk Appetite Statement. The GCRO’s 
report covers the macroeconomic environment, geopolitical 
outlook, material events and disclosures and ongoing risks. 
Coverage of PRTs and regulatory matters are also included 
in this report.

Resources 
The Committee has sought and received assurance that 
the Risk function is adequately resourced to perform its 
remit effectively.

Annual Report 2025 | Standard Chartered 175

D
irectors’ report

Audit Committee report
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Airtel Africa FY26 ARA, p. 116–117

Example 19
Part 1: Our work during the year 

Our review process 
At each quarterly meeting, we review summary reports from the internal assurance function, as well as financial results and details of actions 
taken or proposed plans. We also receive summary reports from our external auditors at the half year and year end. Our committee chair then 
reports to the Board on our activities, recommendations and other relevant matters. 

Risk management and internal systems and controls 
We advised the Board that our risk management and internal control systems were effective. Following its own review of the reports submitted 
to it, the Board agreed that our system of internal control continues to be effective in identifying, assessing and ranking the various risks we 
face as a business, as well as in monitoring and reporting progress in mitigating potential impact. 

Our priorities Actions taken during the year Cross-reference 

Risk management 
Looking closely at the 
robustness of our systems for 
risk reporting, assessment and 
control and ensuring that we 
focus on the areas of greatest 
risk 

• Reviewed and recommended the Group risk and compliance strategy to the Board and provided oversight 
throughout the year, ensuring alignment with the Group’s risk appetite and focus on the most significant principal 
and emerging risks 

• Received and challenged quarterly risk management reports, including KRI monitoring and exception 
reporting, to ensure early warning indicators directing management and Board attention to areas of increasing risk 

• Reviewed the robustness of the risk management framework, and confirmed that all risks on the risk register 
are supported by defined mitigation plans and mapped consistently to the framework 

• Undertook thematic risk reviews (including financing and foreign currency risk, IT strategy review and 
operational resilience, health and safety, data privacy, cybersecurity, and HR) to test the effectiveness of risk 
identification, controls and mitigation in areas of greatest risk exposure 

• Received descriptions and updates on key controls as part of quarterly key control status updates, enabling 
oversight of both ICOFR and non‑ICOFR controls across the Group 

• Reviewed progress on risk‑related remediation programmes, ensuring that control weaknesses identified 
through assurance activities are addressed and lessons applied consistently across the business 

Principal risks 
and mitigation 
(p55) 

Reviewing our risk 
management framework and 
conducting thematic risk 
reviews to ensure risk remains 
within our agreed appetite and 
is monitored and reviewed as 
needed to reflect external and 
internal changes 

Conducted thematic reviews on: 

• Financing and foreign currency risks – provided enhanced oversight of liquidity, refinancing and treasury 
governance to inform our committee’s assessment of foreign exchange, macroeconomic and capital structure risks 

• IT strategy and operational resilience Ð risk governance and resilience – strengthened our oversight of the 
implementation of the IT strategic road map, operational resilience, business continuity and disaster recovery and 
risk mitigation actions to support the Group’s business objectives 

• Health & safety – reviewed health and safety risks related to the Group’s go-to-market (GTM) mobility strategy and 
the embedding of appropriate risk governance controls in operational GTM processes 

• Data privacy – reviewed the Group’s data privacy governance controls for legacy and new products to make sure 
privacy-by-design is embedded in the Group’s product governance processes and the ongoing identification and 
mitigation of privacy risks across the organisation 

• Cybersecurity – reviewed and assessed the Group’s cybersecurity posture through a quarterly update paper on 
the status of various cybersecurity programmes across the Group. This review also included analysing key global 
cybersecurity incidents reported in the public domain and assessing our own cyber practices and insights that 
could be used to further strengthen our internal cybersecurity controls 

• Human resources – reviewed and assessed risks with respect to the governance control framework for managing 
the Group’s non-FTE employees. Our objective was to make sure governance controls and systems were scaling in 
line with the growth in the Group’s business 

• OpCo risk governance: received and reviewed a report on risk perception from a survey with Group executive 
heads and OpCo executive committee members. This gave us insight on the strengthening of our risk 
management framework and risk identification process at Group functional and OpCo levels 

In addition to formal thematic reviews, our committee received targeted deep dives on fraud risk to support our 
oversight of financial crime risks and associated mitigation actions. 

We also commissioned focused education sessions on financial services risks to enhance our oversight of regulatory 
and conduct risks associated with mobile money operations. 

Managing our 
risk  (p50) 

Principal risks 
and mitigation 
(p55) 
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Risk management and internal systems and controls continued 
Our priorities Actions taken during the year Cross-reference 

Risk management 
Clarifying processes and controls 
to help people identify, monitor 
and mitigate risk earlier and more 
effectively 

• Revisited and strengthened the business unit self‑certification process, reinforcing accountability for risk and 
control ownership at an operational level and supporting more timely identification of control weaknesses 

• Clarified and standardised the use of key risk indicators (KRIs) and tolerance limits, embedding an 
exception‑based reporting approach so that emerging issues are escalated early to management and the Board 

• Received clearer descriptions of key controls through quarterly key control status updates, improving 
understanding of how controls operate in practice across both ICOFR and non‑ICOFR processes 

• Reviewed and challenged the quality of risk registers, ensuring that all identified risks are supported by defined 
mitigation plans and consistently mapped to the Group’s risk management framework 

• Conducted design and compliance reviews as part of key issues reporting, with learnings applied across the 
business to strengthen consistency and prevent repeat control failures 

• Introduced continuous controls monitoring and agreeing rollout across markets and business lines to enable 
earlier detection of control failures and emerging risk trends 

• Reviewed overall ratings of process and control effectiveness across OpCos, including end‑to‑end process 
assessments, to highlight areas needing management attention and remediation 

• Policy review and approval: reviewed and approved several governance policies setting the governance processes 
and standards and ensuring consistent application across the Group 

Ethics and culture 
Promoting, assessing and 
embedding risk and ethical 
culture across the organisation 

• Insights from employee focus groups on culture – reviewed and assessed feedback from employee focus 
group sessions aimed at eliciting feedback on various aspects of the Group’s risk, ethical and compliance culture to 
ensure alignment with the Group’s purpose, values, strategy and business model 

• Groupwide culture campaign -– reviewed the design, key principles and implementation of the Group-wide 
culture campaign which was rolled out across the Group and its subsidiary during the financial year. The aim of the 
campaign was to reinforce the organisation’s business and ethical values and to highlight employee responsibilities 
and role in ensuring the right behaviours in day-to-day business activities and decision-making. The committee 
received regular updates on the progress and implementation of the culture campaign 

• Whistleblowing reports – reviewed whistleblowing reports on a quarterly basis including assessing key themes to 
identify any key patterns that needed to be addressed at an organisational level 

Statutory audit and audit engagement 
Reviewing the services, fees 
and policy for non-audit 
services provided by the 
auditor for the year 

• Approved the permitted non-audit services fees provided by Deloitte for 2025/26, in accordance with the Group’s 
non-audit services policy 

Part 5 (p123) 

Approving the statutory audit 
fee for the year 

• Approved the fees for the 2025/26 statutory audit and noted that the 2024/25 statutory audit fee had been paid Note 8.1 

Internal audit and chief internal auditor review 

• Reviewed and approved the annual combined assurance plan, covering second‑ and third‑line assurance 
activities, to ensure assurance effort was aligned to the Group’s principal and emerging risks and areas of greatest risk 
exposure 

• Received and considered regular progress reports on assurance delivery, including the outcomes of internal 
audit and other assurance reviews, and monitored management’s response to findings and agreed remediation 
actions 

• Maintained regular engagement with the chief internal auditor to oversee the effectiveness, independence and 
resourcing of the internal audit function and ensure appropriate escalation of significant issues to our committee and 
the Board 
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Risk management and internal systems and controls continued 
Our priorities Actions taken during the year Cross-reference 

Risk management 
Clarifying processes and controls 
to help people identify, monitor 
and mitigate risk earlier and more 
effectively 

• Revisited and strengthened the business unit self‑certification process, reinforcing accountability for risk and 
control ownership at an operational level and supporting more timely identification of control weaknesses 

• Clarified and standardised the use of key risk indicators (KRIs) and tolerance limits, embedding an 
exception‑based reporting approach so that emerging issues are escalated early to management and the Board 

• Received clearer descriptions of key controls through quarterly key control status updates, improving 
understanding of how controls operate in practice across both ICOFR and non‑ICOFR processes 

• Reviewed and challenged the quality of risk registers, ensuring that all identified risks are supported by defined 
mitigation plans and consistently mapped to the Group’s risk management framework 

• Conducted design and compliance reviews as part of key issues reporting, with learnings applied across the 
business to strengthen consistency and prevent repeat control failures 

• Introduced continuous controls monitoring and agreeing rollout across markets and business lines to enable 
earlier detection of control failures and emerging risk trends 

• Reviewed overall ratings of process and control effectiveness across OpCos, including end‑to‑end process 
assessments, to highlight areas needing management attention and remediation 

• Policy review and approval: reviewed and approved several governance policies setting the governance processes 
and standards and ensuring consistent application across the Group 

Ethics and culture 
Promoting, assessing and 
embedding risk and ethical 
culture across the organisation 

• Insights from employee focus groups on culture – reviewed and assessed feedback from employee focus 
group sessions aimed at eliciting feedback on various aspects of the Group’s risk, ethical and compliance culture to 
ensure alignment with the Group’s purpose, values, strategy and business model 

• Groupwide culture campaign -– reviewed the design, key principles and implementation of the Group-wide 
culture campaign which was rolled out across the Group and its subsidiary during the financial year. The aim of the 
campaign was to reinforce the organisation’s business and ethical values and to highlight employee responsibilities 
and role in ensuring the right behaviours in day-to-day business activities and decision-making. The committee 
received regular updates on the progress and implementation of the culture campaign 

• Whistleblowing reports – reviewed whistleblowing reports on a quarterly basis including assessing key themes to 
identify any key patterns that needed to be addressed at an organisational level 

Statutory audit and audit engagement 
Reviewing the services, fees 
and policy for non-audit 
services provided by the 
auditor for the year 

• Approved the permitted non-audit services fees provided by Deloitte for 2025/26, in accordance with the Group’s 
non-audit services policy 

Part 5 (p123) 

Approving the statutory audit 
fee for the year 

• Approved the fees for the 2025/26 statutory audit and noted that the 2024/25 statutory audit fee had been paid Note 8.1 

Internal audit and chief internal auditor review 

• Reviewed and approved the annual combined assurance plan, covering second‑ and third‑line assurance 
activities, to ensure assurance effort was aligned to the Group’s principal and emerging risks and areas of greatest risk 
exposure 

• Received and considered regular progress reports on assurance delivery, including the outcomes of internal 
audit and other assurance reviews, and monitored management’s response to findings and agreed remediation 
actions 

• Maintained regular engagement with the chief internal auditor to oversee the effectiveness, independence and 
resourcing of the internal audit function and ensure appropriate escalation of significant issues to our committee and 
the Board 
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Rolls-Royce 2025 ARA, p. 80

Example 20

Source: 2025 Rolls-Royce ARA

 — monitor assurance received from the 
Executive Team regarding compliance 
with relevant policies;

 — monitor assurance received on the 
effectiveness of the Group’s internal 
control environment;

 — review reports from this Committee, 
the internal audit function and the 
external auditor;

 — review the Group’s response to incidents 
and threats, including those related to 
cyber-security and safety; and

 — review information gathered from 
the Group’s formal whistleblowing 
process where issues relate to 
financial misconduct.

Where opportunities for improvement 
were identified, action plans have been 
put in place and progress is monitored by 
the Committee.

UK Corporate Governance Code 
– provision 29
Provision 29 of the 2024 UK Corporate 
Governance Code, which applies to 
Rolls-Royce for the financial year 
beginning on 1 January 2026, requires 
an explicit declaration by the Board as to 
the effectiveness of material controls as 
at the balance sheet date. During the year 
and with a view to making the required 
declaration in the 2026 Annual Report, 
we continued to focus on strengthening 
our risk and control environment. We 
received reports on the Group’s progress 
in identifying and documenting material 
controls, and discussed the level of 
preparedness of the assurance processes 
for assessing their effectiveness. Further 
information on our preparation for provision 
29 can be found on page 50.

Going concern and viability statements
During 2025, there has been a material 
strengthening of the Group’s balance 
sheet, improving from a net liabilities 
position in 2024 to a net assets position 
in 2025. This strengthening enabled the 
Board to reinstate shareholder distributions 
through both dividends and share buybacks, 
and to repay from cash a $1bn bond that 
matured in October. Nevertheless, we 
continued to pay particular attention to 
the going concern and viability statement. 
With consideration to the available 
information, the Committee confirms it 
maintains a reasonable expectation that the 
Group is able to continue to meet its liabilities 
as these fall due, over the next five years. 
We reviewed the processes and assumptions 
underlying the going concern and viability 
statements set out from page 57, considering 
in particular:

 — the Group’s forecast funding position over 
the next five years;

 — the forecasts for material subsidiaries 
making up this position;

Risk management and the internal 
control environment
Our risk management and internal control 
framework is described in the Principal 
risks section on page 48. During 2025, 
the Committee reviewed the effectiveness 
of risk controls and their assurance, ensuring 
actions to mitigate where needed and to 
manage risks in relation to our appetite for 
taking risk as described from page 48. 

We satisfied ourselves that the processes 
for identifying and managing risks remain 
appropriate and that all principal risks and 
mitigating actions had been subject, during 
the year, to a detailed review by the Board or 
an appropriate Board Committee. Based on 
this and on our other activities, including 
consideration of the work of internal 
and external audit and attendance at the 
Committee meetings by divisional and 
functional risk owners, the Board confirmed 
that a robust assessment of the principal risks 
and emerging risks facing the Group had 
been undertaken. The Board has allocated 
certain principal risks to the Committee and 
we considered these in detail throughout 
the year, as described below. The Board 
reallocated the oversight of the Information 
& data principal risk, including cyber-
security, from the Committee to the Safety, 
Energy Transition & Tech (SETT) Committee 
in early 2025, reflecting the alignment with 
its other principal responsibilities and its 
members’ expertise. The SETT Committee 
report can be found on page 110.

From our discussions, we are satisfied 
that the principal risks that the Committee 
oversees have received appropriate 
management attention during 2025:

 — Business interruption: the Committee 
received updates on the status of the 
Group’s supply chain management, 
focused primarily on civil aerospace, 
and considered our ability to react to, and 
manage crises, under the Group’s incident 
management framework.

 — Financial shock: the Committee 
considered the financial risks to which 
the Group is exposed including liquidity 
risk, credit risk, foreign exchange and 
commodity risk, interest rate risk and fraud 
risk and the mitigations and controls that 
we have in place.

The Committee specifically reviews the 
Group’s internal controls over financial 
reporting (see page 48). During 2025, we 
received an update on the risk assessment 
to identify the controls considered to be 
material and in-scope from a financial 
reporting perspective. We monitored 
progress against the 2025 financial controls 
programme to strengthen the financial 
reporting and compliance controls, and 
we confirmed completion of identified key 
activities. We also considered the external 
auditor’s observations on the financial 
control environment.

Effectiveness of risk management 
and internal control systems
The Committee has conducted a review 
of the effectiveness of the Group’s risk 
management and internal control systems, 
including those relating to the financial 
reporting process. We consider that our 
review of the risk management and internal 
control systems, in place throughout 2025 
and up to the date of this report, satisfies 
the requirements of the Code, the DTR and 
the FRC’s guidance on risk management. 
To support this:

 — we monitor changes to regulatory 
requirements with respect to risk 
management on an ongoing basis;

 — we review relevant policies and 
procedures and update where necessary, 
in line with regulatory changes and our 
perspective on effective approaches to 
risk management;

 — our risk management team and relevant 
assurance functions, such as internal audit, 
review key business processes, including 
long-term contract pack reviews and 
the budgeting process with periodic 
reforecasting, identifying key risks and 
opportunities;

 — we assess and monitor management 
responses to key audit findings, including 
the design of mitigations and 
developments to existing controls;

 — a defined anti-bribery and corruption 
policy has been implemented; and

 — where necessary, we report to the Board 
and its Committees on key risk and 
regulatory matters.

During the course of the financial year, 
any control weaknesses identified through 
the operation of our risk management and 
internal control processes were subject to 
monitoring and resolution in line with our 
normal business operations. In 2025, no 
significant weaknesses were identified. To 
further support the enhancement of the 
existing internal control environment:

 — risk management specialists have been 
assigned to review and monitor the 
implementation of actions, to ensure these 
remain appropriate and aligned to the risks 
to which they relate;

 — policies and procedures are subject to 
review and are updated to align with 
changes in the underlying control 
environment; and

 — risk owners are accountable for managing 
these risks.

In addition, and on an ongoing basis, the 
Board reviews the effectiveness of the 
Group’s risk management and internal 
control system and continues to:

 — monitor reports from the Executive Team, 
relating to their assessment of risks and 
internal control systems;
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 — monitor assurance received from the 
Executive Team regarding compliance 
with relevant policies;

 — monitor assurance received on the 
effectiveness of the Group’s internal 
control environment;

 — review reports from this Committee, 
the internal audit function and the 
external auditor;

 — review the Group’s response to incidents 
and threats, including those related to 
cyber-security and safety; and

 — review information gathered from 
the Group’s formal whistleblowing 
process where issues relate to 
financial misconduct.

Where opportunities for improvement 
were identified, action plans have been 
put in place and progress is monitored by 
the Committee.

UK Corporate Governance Code 
– provision 29
Provision 29 of the 2024 UK Corporate 
Governance Code, which applies to 
Rolls-Royce for the financial year 
beginning on 1 January 2026, requires 
an explicit declaration by the Board as to 
the effectiveness of material controls as 
at the balance sheet date. During the year 
and with a view to making the required 
declaration in the 2026 Annual Report, 
we continued to focus on strengthening 
our risk and control environment. We 
received reports on the Group’s progress 
in identifying and documenting material 
controls, and discussed the level of 
preparedness of the assurance processes 
for assessing their effectiveness. Further 
information on our preparation for provision 
29 can be found on page 50.

Going concern and viability statements
During 2025, there has been a material 
strengthening of the Group’s balance 
sheet, improving from a net liabilities 
position in 2024 to a net assets position 
in 2025. This strengthening enabled the 
Board to reinstate shareholder distributions 
through both dividends and share buybacks, 
and to repay from cash a $1bn bond that 
matured in October. Nevertheless, we 
continued to pay particular attention to 
the going concern and viability statement. 
With consideration to the available 
information, the Committee confirms it 
maintains a reasonable expectation that the 
Group is able to continue to meet its liabilities 
as these fall due, over the next five years. 
We reviewed the processes and assumptions 
underlying the going concern and viability 
statements set out from page 57, considering 
in particular:

 — the Group’s forecast funding position over 
the next five years;

 — the forecasts for material subsidiaries 
making up this position;

Risk management and the internal 
control environment
Our risk management and internal control 
framework is described in the Principal 
risks section on page 48. During 2025, 
the Committee reviewed the effectiveness 
of risk controls and their assurance, ensuring 
actions to mitigate where needed and to 
manage risks in relation to our appetite for 
taking risk as described from page 48. 

We satisfied ourselves that the processes 
for identifying and managing risks remain 
appropriate and that all principal risks and 
mitigating actions had been subject, during 
the year, to a detailed review by the Board or 
an appropriate Board Committee. Based on 
this and on our other activities, including 
consideration of the work of internal 
and external audit and attendance at the 
Committee meetings by divisional and 
functional risk owners, the Board confirmed 
that a robust assessment of the principal risks 
and emerging risks facing the Group had 
been undertaken. The Board has allocated 
certain principal risks to the Committee and 
we considered these in detail throughout 
the year, as described below. The Board 
reallocated the oversight of the Information 
& data principal risk, including cyber-
security, from the Committee to the Safety, 
Energy Transition & Tech (SETT) Committee 
in early 2025, reflecting the alignment with 
its other principal responsibilities and its 
members’ expertise. The SETT Committee 
report can be found on page 110.

From our discussions, we are satisfied 
that the principal risks that the Committee 
oversees have received appropriate 
management attention during 2025:

 — Business interruption: the Committee 
received updates on the status of the 
Group’s supply chain management, 
focused primarily on civil aerospace, 
and considered our ability to react to, and 
manage crises, under the Group’s incident 
management framework.

 — Financial shock: the Committee 
considered the financial risks to which 
the Group is exposed including liquidity 
risk, credit risk, foreign exchange and 
commodity risk, interest rate risk and fraud 
risk and the mitigations and controls that 
we have in place.

The Committee specifically reviews the 
Group’s internal controls over financial 
reporting (see page 48). During 2025, we 
received an update on the risk assessment 
to identify the controls considered to be 
material and in-scope from a financial 
reporting perspective. We monitored 
progress against the 2025 financial controls 
programme to strengthen the financial 
reporting and compliance controls, and 
we confirmed completion of identified key 
activities. We also considered the external 
auditor’s observations on the financial 
control environment.

Effectiveness of risk management 
and internal control systems
The Committee has conducted a review 
of the effectiveness of the Group’s risk 
management and internal control systems, 
including those relating to the financial 
reporting process. We consider that our 
review of the risk management and internal 
control systems, in place throughout 2025 
and up to the date of this report, satisfies 
the requirements of the Code, the DTR and 
the FRC’s guidance on risk management. 
To support this:

 — we monitor changes to regulatory 
requirements with respect to risk 
management on an ongoing basis;

 — we review relevant policies and 
procedures and update where necessary, 
in line with regulatory changes and our 
perspective on effective approaches to 
risk management;

 — our risk management team and relevant 
assurance functions, such as internal audit, 
review key business processes, including 
long-term contract pack reviews and 
the budgeting process with periodic 
reforecasting, identifying key risks and 
opportunities;

 — we assess and monitor management 
responses to key audit findings, including 
the design of mitigations and 
developments to existing controls;

 — a defined anti-bribery and corruption 
policy has been implemented; and

 — where necessary, we report to the Board 
and its Committees on key risk and 
regulatory matters.

During the course of the financial year, 
any control weaknesses identified through 
the operation of our risk management and 
internal control processes were subject to 
monitoring and resolution in line with our 
normal business operations. In 2025, no 
significant weaknesses were identified. To 
further support the enhancement of the 
existing internal control environment:

 — risk management specialists have been 
assigned to review and monitor the 
implementation of actions, to ensure these 
remain appropriate and aligned to the risks 
to which they relate;

 — policies and procedures are subject to 
review and are updated to align with 
changes in the underlying control 
environment; and

 — risk owners are accountable for managing 
these risks.

In addition, and on an ongoing basis, the 
Board reviews the effectiveness of the 
Group’s risk management and internal 
control system and continues to:

 — monitor reports from the Executive Team, 
relating to their assessment of risks and 
internal control systems;
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 — monitor assurance received from the 
Executive Team regarding compliance 
with relevant policies;

 — monitor assurance received on the 
effectiveness of the Group’s internal 
control environment;

 — review reports from this Committee, 
the internal audit function and the 
external auditor;

 — review the Group’s response to incidents 
and threats, including those related to 
cyber-security and safety; and

 — review information gathered from 
the Group’s formal whistleblowing 
process where issues relate to 
financial misconduct.

Where opportunities for improvement 
were identified, action plans have been 
put in place and progress is monitored by 
the Committee.

UK Corporate Governance Code 
– provision 29
Provision 29 of the 2024 UK Corporate 
Governance Code, which applies to 
Rolls-Royce for the financial year 
beginning on 1 January 2026, requires 
an explicit declaration by the Board as to 
the effectiveness of material controls as 
at the balance sheet date. During the year 
and with a view to making the required 
declaration in the 2026 Annual Report, 
we continued to focus on strengthening 
our risk and control environment. We 
received reports on the Group’s progress 
in identifying and documenting material 
controls, and discussed the level of 
preparedness of the assurance processes 
for assessing their effectiveness. Further 
information on our preparation for provision 
29 can be found on page 50.

Going concern and viability statements
During 2025, there has been a material 
strengthening of the Group’s balance 
sheet, improving from a net liabilities 
position in 2024 to a net assets position 
in 2025. This strengthening enabled the 
Board to reinstate shareholder distributions 
through both dividends and share buybacks, 
and to repay from cash a $1bn bond that 
matured in October. Nevertheless, we 
continued to pay particular attention to 
the going concern and viability statement. 
With consideration to the available 
information, the Committee confirms it 
maintains a reasonable expectation that the 
Group is able to continue to meet its liabilities 
as these fall due, over the next five years. 
We reviewed the processes and assumptions 
underlying the going concern and viability 
statements set out from page 57, considering 
in particular:

 — the Group’s forecast funding position over 
the next five years;

 — the forecasts for material subsidiaries 
making up this position;

Risk management and the internal 
control environment
Our risk management and internal control 
framework is described in the Principal 
risks section on page 48. During 2025, 
the Committee reviewed the effectiveness 
of risk controls and their assurance, ensuring 
actions to mitigate where needed and to 
manage risks in relation to our appetite for 
taking risk as described from page 48. 

We satisfied ourselves that the processes 
for identifying and managing risks remain 
appropriate and that all principal risks and 
mitigating actions had been subject, during 
the year, to a detailed review by the Board or 
an appropriate Board Committee. Based on 
this and on our other activities, including 
consideration of the work of internal 
and external audit and attendance at the 
Committee meetings by divisional and 
functional risk owners, the Board confirmed 
that a robust assessment of the principal risks 
and emerging risks facing the Group had 
been undertaken. The Board has allocated 
certain principal risks to the Committee and 
we considered these in detail throughout 
the year, as described below. The Board 
reallocated the oversight of the Information 
& data principal risk, including cyber-
security, from the Committee to the Safety, 
Energy Transition & Tech (SETT) Committee 
in early 2025, reflecting the alignment with 
its other principal responsibilities and its 
members’ expertise. The SETT Committee 
report can be found on page 110.

From our discussions, we are satisfied 
that the principal risks that the Committee 
oversees have received appropriate 
management attention during 2025:

 — Business interruption: the Committee 
received updates on the status of the 
Group’s supply chain management, 
focused primarily on civil aerospace, 
and considered our ability to react to, and 
manage crises, under the Group’s incident 
management framework.

 — Financial shock: the Committee 
considered the financial risks to which 
the Group is exposed including liquidity 
risk, credit risk, foreign exchange and 
commodity risk, interest rate risk and fraud 
risk and the mitigations and controls that 
we have in place.

The Committee specifically reviews the 
Group’s internal controls over financial 
reporting (see page 48). During 2025, we 
received an update on the risk assessment 
to identify the controls considered to be 
material and in-scope from a financial 
reporting perspective. We monitored 
progress against the 2025 financial controls 
programme to strengthen the financial 
reporting and compliance controls, and 
we confirmed completion of identified key 
activities. We also considered the external 
auditor’s observations on the financial 
control environment.

Effectiveness of risk management 
and internal control systems
The Committee has conducted a review 
of the effectiveness of the Group’s risk 
management and internal control systems, 
including those relating to the financial 
reporting process. We consider that our 
review of the risk management and internal 
control systems, in place throughout 2025 
and up to the date of this report, satisfies 
the requirements of the Code, the DTR and 
the FRC’s guidance on risk management. 
To support this:

 — we monitor changes to regulatory 
requirements with respect to risk 
management on an ongoing basis;

 — we review relevant policies and 
procedures and update where necessary, 
in line with regulatory changes and our 
perspective on effective approaches to 
risk management;

 — our risk management team and relevant 
assurance functions, such as internal audit, 
review key business processes, including 
long-term contract pack reviews and 
the budgeting process with periodic 
reforecasting, identifying key risks and 
opportunities;

 — we assess and monitor management 
responses to key audit findings, including 
the design of mitigations and 
developments to existing controls;

 — a defined anti-bribery and corruption 
policy has been implemented; and

 — where necessary, we report to the Board 
and its Committees on key risk and 
regulatory matters.

During the course of the financial year, 
any control weaknesses identified through 
the operation of our risk management and 
internal control processes were subject to 
monitoring and resolution in line with our 
normal business operations. In 2025, no 
significant weaknesses were identified. To 
further support the enhancement of the 
existing internal control environment:

 — risk management specialists have been 
assigned to review and monitor the 
implementation of actions, to ensure these 
remain appropriate and aligned to the risks 
to which they relate;

 — policies and procedures are subject to 
review and are updated to align with 
changes in the underlying control 
environment; and

 — risk owners are accountable for managing 
these risks.

In addition, and on an ongoing basis, the 
Board reviews the effectiveness of the 
Group’s risk management and internal 
control system and continues to:

 — monitor reports from the Executive Team, 
relating to their assessment of risks and 
internal control systems;
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RISK MANAGEMENT AND INTERNAL CONTROLS OVERVIEW

The Board has delegated to an Executive Committee, 
consisting of the CEO, CFO and other functional managers, 
the initial responsibility for identifying, evaluating, managing 
and mitigating the risks facing the Group and for deciding 
how these are best managed, as well as responsibility for 
establishing a system of internal controls appropriate to 
the business environments in which the Group operates. 
The principal features of this system include:
• a procedure for monitoring the effectiveness of the internal 

controls system through a tiered management structure with 
clearly defined lines of responsibility and delegation of 
authority;

• a second line of defence Internal Controls team to continually 
develop the Group’s framework and approach to internal 
controls over financial reporting;

• formal standards of business conduct (including code of 
conduct, anti-bribery and corruption, fraud investigations 
and reporting, and whistleblowing policies) based on honesty, 
integrity, fair dealing and compliance with the local laws and 
regulations of the countries in which the Group operates;

• strategic plans and comprehensive budgets which are 
prepared annually by the business areas and approved by 
the Board;

• clearly defined authorisation procedures for capital investment 
and acquisitions;

• a well-established consolidation and reporting system for the 
statutory accounts and monthly management accounts; 

• detailed manuals covering Group accounting policies, and 
policies and procedures for the Group’s treasury operations 
supplemented by internal controls procedures at a business 
area level;

• periodic IT risk assessment aligned with the Group’s IT security 
standard, as well as continual investment in IT systems and 
security to ensure the security of information systems and 
data, business continuity and the production of timely and 
accurate management information; and

• consideration of ESG and non-financial reporting and 
assurance.

Some of the procedures carried out in order to monitor the 
effectiveness of the internal controls system and to identify, 
manage and mitigate business risk are:
• central management holds regular meetings with operating 

company and business area management to discuss strategic, 
operational and financial matters;

• the Executive Committee reviews the principal risks affecting 
each business area and the policies and procedures in place 
to manage them;

• the Board in turn reviews the outcome of the Executive 
Committee’s discussions on principal risks, which ensures 
a documented and auditable trail of accountability;

• these processes culminated in the Board’s approval in 2025 
of a new principal risk relating to major change programme 
execution, reflecting the issues associated with the change 
programme undertaken in the Group’s largest business in 
North America;

• each business area, the Executive Committee and the Board 
carry out an annual fraud risk assessment. Reporting protocols 
are in place to identify, analyse and respond to actual or 
potential fraud incidents;

• an annual self-assessment of the status of internal controls 
measured against a prescribed list of minimum standards is 
performed by every business and action plans are agreed 
where remedial action is required. In addition, the second line 
internal controls team have an annual risk-based programme 
of activity involving various reviews of control compliance 
within the businesses;

• actual results are reviewed monthly against budget, forecasts 
and the previous year and explanations are obtained for all 
significant variances;

• all treasury activities, including in relation to the management 
of foreign exchange exposures and Group borrowings, are 
reported and reviewed monthly. The Group’s bank balances 
around the world are monitored on a weekly basis and 
significant movements are reviewed centrally;

• developments in tax, treasury and accounting are continually 
monitored by Group management in association with external 
advisers;

• regular meetings are held with insurance and risk advisers 
to assess the risks throughout the Group;

• systems are in place to monitor IT security incidents, analyse 
them and remediate any identified weaknesses. Findings are 
used to continually improve defences across the Group; 

• the Internal Audit function annually performs business and 
risk-themed audit work, makes recommendations to improve 
processes and controls and follows up to ensure that 
management implements the recommendations made. 
The Internal Audit function’s work is determined on a risk 
assessment basis and its findings are reported to Group and 
business area management as well as to the Audit Committee 
and the external auditors;

• the Audit Committee, which comprises all the independent 
non-executive directors of the Company, meets regularly 
throughout the year. Further details of the work of the 
Committee, which includes a review of the effectiveness of 
the Company’s internal financial controls and the assurance 
procedures relating to the Company’s risk management 
system, are set out in the Audit Committee report on pages 
97 to 106;

• management committees (known as the Group Sustainability 
Committee, the Environment & Climate Change Committee, the 
Health & Safety Committee, and the Supply Chain Committee) 
which oversee issues relating principally to environment, health 
& safety and business continuity planning matters, set relevant 
policies and practices and monitor their implementation; and

• health & safety risk assessments, safety audits and a regular 
review of progress against objectives established by each 
business area are periodically carried out.
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RISK MANAGEMENT AND INTERNAL CONTROLS OVERVIEW

The Board has delegated to an Executive Committee, 
consisting of the CEO, CFO and other functional managers, 
the initial responsibility for identifying, evaluating, managing 
and mitigating the risks facing the Group and for deciding 
how these are best managed, as well as responsibility for 
establishing a system of internal controls appropriate to 
the business environments in which the Group operates. 
The principal features of this system include:
• a procedure for monitoring the effectiveness of the internal 

controls system through a tiered management structure with 
clearly defined lines of responsibility and delegation of 
authority;

• a second line of defence Internal Controls team to continually 
develop the Group’s framework and approach to internal 
controls over financial reporting;

• formal standards of business conduct (including code of 
conduct, anti-bribery and corruption, fraud investigations 
and reporting, and whistleblowing policies) based on honesty, 
integrity, fair dealing and compliance with the local laws and 
regulations of the countries in which the Group operates;

• strategic plans and comprehensive budgets which are 
prepared annually by the business areas and approved by 
the Board;

• clearly defined authorisation procedures for capital investment 
and acquisitions;

• a well-established consolidation and reporting system for the 
statutory accounts and monthly management accounts; 

• detailed manuals covering Group accounting policies, and 
policies and procedures for the Group’s treasury operations 
supplemented by internal controls procedures at a business 
area level;

• periodic IT risk assessment aligned with the Group’s IT security 
standard, as well as continual investment in IT systems and 
security to ensure the security of information systems and 
data, business continuity and the production of timely and 
accurate management information; and

• consideration of ESG and non-financial reporting and 
assurance.

Some of the procedures carried out in order to monitor the 
effectiveness of the internal controls system and to identify, 
manage and mitigate business risk are:
• central management holds regular meetings with operating 

company and business area management to discuss strategic, 
operational and financial matters;

• the Executive Committee reviews the principal risks affecting 
each business area and the policies and procedures in place 
to manage them;

• the Board in turn reviews the outcome of the Executive 
Committee’s discussions on principal risks, which ensures 
a documented and auditable trail of accountability;

• these processes culminated in the Board’s approval in 2025 
of a new principal risk relating to major change programme 
execution, reflecting the issues associated with the change 
programme undertaken in the Group’s largest business in 
North America;

• each business area, the Executive Committee and the Board 
carry out an annual fraud risk assessment. Reporting protocols 
are in place to identify, analyse and respond to actual or 
potential fraud incidents;

• an annual self-assessment of the status of internal controls 
measured against a prescribed list of minimum standards is 
performed by every business and action plans are agreed 
where remedial action is required. In addition, the second line 
internal controls team have an annual risk-based programme 
of activity involving various reviews of control compliance 
within the businesses;

• actual results are reviewed monthly against budget, forecasts 
and the previous year and explanations are obtained for all 
significant variances;

• all treasury activities, including in relation to the management 
of foreign exchange exposures and Group borrowings, are 
reported and reviewed monthly. The Group’s bank balances 
around the world are monitored on a weekly basis and 
significant movements are reviewed centrally;

• developments in tax, treasury and accounting are continually 
monitored by Group management in association with external 
advisers;

• regular meetings are held with insurance and risk advisers 
to assess the risks throughout the Group;

• systems are in place to monitor IT security incidents, analyse 
them and remediate any identified weaknesses. Findings are 
used to continually improve defences across the Group; 

• the Internal Audit function annually performs business and 
risk-themed audit work, makes recommendations to improve 
processes and controls and follows up to ensure that 
management implements the recommendations made. 
The Internal Audit function’s work is determined on a risk 
assessment basis and its findings are reported to Group and 
business area management as well as to the Audit Committee 
and the external auditors;

• the Audit Committee, which comprises all the independent 
non-executive directors of the Company, meets regularly 
throughout the year. Further details of the work of the 
Committee, which includes a review of the effectiveness of 
the Company’s internal financial controls and the assurance 
procedures relating to the Company’s risk management 
system, are set out in the Audit Committee report on pages 
97 to 106;

• management committees (known as the Group Sustainability 
Committee, the Environment & Climate Change Committee, the 
Health & Safety Committee, and the Supply Chain Committee) 
which oversee issues relating principally to environment, health 
& safety and business continuity planning matters, set relevant 
policies and practices and monitor their implementation; and

• health & safety risk assessments, safety audits and a regular 
review of progress against objectives established by each 
business area are periodically carried out.
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RISK MANAGEMENT AND INTERNAL CONTROLS OVERVIEW

The Board has delegated to an Executive Committee, 
consisting of the CEO, CFO and other functional managers, 
the initial responsibility for identifying, evaluating, managing 
and mitigating the risks facing the Group and for deciding 
how these are best managed, as well as responsibility for 
establishing a system of internal controls appropriate to 
the business environments in which the Group operates. 
The principal features of this system include:
• a procedure for monitoring the effectiveness of the internal 

controls system through a tiered management structure with 
clearly defined lines of responsibility and delegation of 
authority;

• a second line of defence Internal Controls team to continually 
develop the Group’s framework and approach to internal 
controls over financial reporting;

• formal standards of business conduct (including code of 
conduct, anti-bribery and corruption, fraud investigations 
and reporting, and whistleblowing policies) based on honesty, 
integrity, fair dealing and compliance with the local laws and 
regulations of the countries in which the Group operates;

• strategic plans and comprehensive budgets which are 
prepared annually by the business areas and approved by 
the Board;

• clearly defined authorisation procedures for capital investment 
and acquisitions;

• a well-established consolidation and reporting system for the 
statutory accounts and monthly management accounts; 

• detailed manuals covering Group accounting policies, and 
policies and procedures for the Group’s treasury operations 
supplemented by internal controls procedures at a business 
area level;

• periodic IT risk assessment aligned with the Group’s IT security 
standard, as well as continual investment in IT systems and 
security to ensure the security of information systems and 
data, business continuity and the production of timely and 
accurate management information; and

• consideration of ESG and non-financial reporting and 
assurance.

Some of the procedures carried out in order to monitor the 
effectiveness of the internal controls system and to identify, 
manage and mitigate business risk are:
• central management holds regular meetings with operating 

company and business area management to discuss strategic, 
operational and financial matters;

• the Executive Committee reviews the principal risks affecting 
each business area and the policies and procedures in place 
to manage them;

• the Board in turn reviews the outcome of the Executive 
Committee’s discussions on principal risks, which ensures 
a documented and auditable trail of accountability;

• these processes culminated in the Board’s approval in 2025 
of a new principal risk relating to major change programme 
execution, reflecting the issues associated with the change 
programme undertaken in the Group’s largest business in 
North America;

• each business area, the Executive Committee and the Board 
carry out an annual fraud risk assessment. Reporting protocols 
are in place to identify, analyse and respond to actual or 
potential fraud incidents;

• an annual self-assessment of the status of internal controls 
measured against a prescribed list of minimum standards is 
performed by every business and action plans are agreed 
where remedial action is required. In addition, the second line 
internal controls team have an annual risk-based programme 
of activity involving various reviews of control compliance 
within the businesses;

• actual results are reviewed monthly against budget, forecasts 
and the previous year and explanations are obtained for all 
significant variances;

• all treasury activities, including in relation to the management 
of foreign exchange exposures and Group borrowings, are 
reported and reviewed monthly. The Group’s bank balances 
around the world are monitored on a weekly basis and 
significant movements are reviewed centrally;

• developments in tax, treasury and accounting are continually 
monitored by Group management in association with external 
advisers;

• regular meetings are held with insurance and risk advisers 
to assess the risks throughout the Group;

• systems are in place to monitor IT security incidents, analyse 
them and remediate any identified weaknesses. Findings are 
used to continually improve defences across the Group; 

• the Internal Audit function annually performs business and 
risk-themed audit work, makes recommendations to improve 
processes and controls and follows up to ensure that 
management implements the recommendations made. 
The Internal Audit function’s work is determined on a risk 
assessment basis and its findings are reported to Group and 
business area management as well as to the Audit Committee 
and the external auditors;

• the Audit Committee, which comprises all the independent 
non-executive directors of the Company, meets regularly 
throughout the year. Further details of the work of the 
Committee, which includes a review of the effectiveness of 
the Company’s internal financial controls and the assurance 
procedures relating to the Company’s risk management 
system, are set out in the Audit Committee report on pages 
97 to 106;

• management committees (known as the Group Sustainability 
Committee, the Environment & Climate Change Committee, the 
Health & Safety Committee, and the Supply Chain Committee) 
which oversee issues relating principally to environment, health 
& safety and business continuity planning matters, set relevant 
policies and practices and monitor their implementation; and

• health & safety risk assessments, safety audits and a regular 
review of progress against objectives established by each 
business area are periodically carried out.
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RISK MANAGEMENT AND INTERNAL CONTROLS OVERVIEW

The Board has delegated to an Executive Committee, 
consisting of the CEO, CFO and other functional managers, 
the initial responsibility for identifying, evaluating, managing 
and mitigating the risks facing the Group and for deciding 
how these are best managed, as well as responsibility for 
establishing a system of internal controls appropriate to 
the business environments in which the Group operates. 
The principal features of this system include:
• a procedure for monitoring the effectiveness of the internal 

controls system through a tiered management structure with 
clearly defined lines of responsibility and delegation of 
authority;

• a second line of defence Internal Controls team to continually 
develop the Group’s framework and approach to internal 
controls over financial reporting;

• formal standards of business conduct (including code of 
conduct, anti-bribery and corruption, fraud investigations 
and reporting, and whistleblowing policies) based on honesty, 
integrity, fair dealing and compliance with the local laws and 
regulations of the countries in which the Group operates;

• strategic plans and comprehensive budgets which are 
prepared annually by the business areas and approved by 
the Board;

• clearly defined authorisation procedures for capital investment 
and acquisitions;

• a well-established consolidation and reporting system for the 
statutory accounts and monthly management accounts; 

• detailed manuals covering Group accounting policies, and 
policies and procedures for the Group’s treasury operations 
supplemented by internal controls procedures at a business 
area level;

• periodic IT risk assessment aligned with the Group’s IT security 
standard, as well as continual investment in IT systems and 
security to ensure the security of information systems and 
data, business continuity and the production of timely and 
accurate management information; and

• consideration of ESG and non-financial reporting and 
assurance.

Some of the procedures carried out in order to monitor the 
effectiveness of the internal controls system and to identify, 
manage and mitigate business risk are:
• central management holds regular meetings with operating 

company and business area management to discuss strategic, 
operational and financial matters;

• the Executive Committee reviews the principal risks affecting 
each business area and the policies and procedures in place 
to manage them;

• the Board in turn reviews the outcome of the Executive 
Committee’s discussions on principal risks, which ensures 
a documented and auditable trail of accountability;

• these processes culminated in the Board’s approval in 2025 
of a new principal risk relating to major change programme 
execution, reflecting the issues associated with the change 
programme undertaken in the Group’s largest business in 
North America;

• each business area, the Executive Committee and the Board 
carry out an annual fraud risk assessment. Reporting protocols 
are in place to identify, analyse and respond to actual or 
potential fraud incidents;

• an annual self-assessment of the status of internal controls 
measured against a prescribed list of minimum standards is 
performed by every business and action plans are agreed 
where remedial action is required. In addition, the second line 
internal controls team have an annual risk-based programme 
of activity involving various reviews of control compliance 
within the businesses;

• actual results are reviewed monthly against budget, forecasts 
and the previous year and explanations are obtained for all 
significant variances;

• all treasury activities, including in relation to the management 
of foreign exchange exposures and Group borrowings, are 
reported and reviewed monthly. The Group’s bank balances 
around the world are monitored on a weekly basis and 
significant movements are reviewed centrally;

• developments in tax, treasury and accounting are continually 
monitored by Group management in association with external 
advisers;

• regular meetings are held with insurance and risk advisers 
to assess the risks throughout the Group;

• systems are in place to monitor IT security incidents, analyse 
them and remediate any identified weaknesses. Findings are 
used to continually improve defences across the Group; 

• the Internal Audit function annually performs business and 
risk-themed audit work, makes recommendations to improve 
processes and controls and follows up to ensure that 
management implements the recommendations made. 
The Internal Audit function’s work is determined on a risk 
assessment basis and its findings are reported to Group and 
business area management as well as to the Audit Committee 
and the external auditors;

• the Audit Committee, which comprises all the independent 
non-executive directors of the Company, meets regularly 
throughout the year. Further details of the work of the 
Committee, which includes a review of the effectiveness of 
the Company’s internal financial controls and the assurance 
procedures relating to the Company’s risk management 
system, are set out in the Audit Committee report on pages 
97 to 106;

• management committees (known as the Group Sustainability 
Committee, the Environment & Climate Change Committee, the 
Health & Safety Committee, and the Supply Chain Committee) 
which oversee issues relating principally to environment, health 
& safety and business continuity planning matters, set relevant 
policies and practices and monitor their implementation; and

• health & safety risk assessments, safety audits and a regular 
review of progress against objectives established by each 
business area are periodically carried out.
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RISK MANAGEMENT AND INTERNAL CONTROLS OVERVIEW

The Board has delegated to an Executive Committee, 
consisting of the CEO, CFO and other functional managers, 
the initial responsibility for identifying, evaluating, managing 
and mitigating the risks facing the Group and for deciding 
how these are best managed, as well as responsibility for 
establishing a system of internal controls appropriate to 
the business environments in which the Group operates. 
The principal features of this system include:
• a procedure for monitoring the effectiveness of the internal 

controls system through a tiered management structure with 
clearly defined lines of responsibility and delegation of 
authority;

• a second line of defence Internal Controls team to continually 
develop the Group’s framework and approach to internal 
controls over financial reporting;

• formal standards of business conduct (including code of 
conduct, anti-bribery and corruption, fraud investigations 
and reporting, and whistleblowing policies) based on honesty, 
integrity, fair dealing and compliance with the local laws and 
regulations of the countries in which the Group operates;

• strategic plans and comprehensive budgets which are 
prepared annually by the business areas and approved by 
the Board;

• clearly defined authorisation procedures for capital investment 
and acquisitions;

• a well-established consolidation and reporting system for the 
statutory accounts and monthly management accounts; 

• detailed manuals covering Group accounting policies, and 
policies and procedures for the Group’s treasury operations 
supplemented by internal controls procedures at a business 
area level;

• periodic IT risk assessment aligned with the Group’s IT security 
standard, as well as continual investment in IT systems and 
security to ensure the security of information systems and 
data, business continuity and the production of timely and 
accurate management information; and

• consideration of ESG and non-financial reporting and 
assurance.

Some of the procedures carried out in order to monitor the 
effectiveness of the internal controls system and to identify, 
manage and mitigate business risk are:
• central management holds regular meetings with operating 

company and business area management to discuss strategic, 
operational and financial matters;

• the Executive Committee reviews the principal risks affecting 
each business area and the policies and procedures in place 
to manage them;

• the Board in turn reviews the outcome of the Executive 
Committee’s discussions on principal risks, which ensures 
a documented and auditable trail of accountability;

• these processes culminated in the Board’s approval in 2025 
of a new principal risk relating to major change programme 
execution, reflecting the issues associated with the change 
programme undertaken in the Group’s largest business in 
North America;

• each business area, the Executive Committee and the Board 
carry out an annual fraud risk assessment. Reporting protocols 
are in place to identify, analyse and respond to actual or 
potential fraud incidents;

• an annual self-assessment of the status of internal controls 
measured against a prescribed list of minimum standards is 
performed by every business and action plans are agreed 
where remedial action is required. In addition, the second line 
internal controls team have an annual risk-based programme 
of activity involving various reviews of control compliance 
within the businesses;

• actual results are reviewed monthly against budget, forecasts 
and the previous year and explanations are obtained for all 
significant variances;

• all treasury activities, including in relation to the management 
of foreign exchange exposures and Group borrowings, are 
reported and reviewed monthly. The Group’s bank balances 
around the world are monitored on a weekly basis and 
significant movements are reviewed centrally;

• developments in tax, treasury and accounting are continually 
monitored by Group management in association with external 
advisers;

• regular meetings are held with insurance and risk advisers 
to assess the risks throughout the Group;

• systems are in place to monitor IT security incidents, analyse 
them and remediate any identified weaknesses. Findings are 
used to continually improve defences across the Group; 

• the Internal Audit function annually performs business and 
risk-themed audit work, makes recommendations to improve 
processes and controls and follows up to ensure that 
management implements the recommendations made. 
The Internal Audit function’s work is determined on a risk 
assessment basis and its findings are reported to Group and 
business area management as well as to the Audit Committee 
and the external auditors;

• the Audit Committee, which comprises all the independent 
non-executive directors of the Company, meets regularly 
throughout the year. Further details of the work of the 
Committee, which includes a review of the effectiveness of 
the Company’s internal financial controls and the assurance 
procedures relating to the Company’s risk management 
system, are set out in the Audit Committee report on pages 
97 to 106;

• management committees (known as the Group Sustainability 
Committee, the Environment & Climate Change Committee, the 
Health & Safety Committee, and the Supply Chain Committee) 
which oversee issues relating principally to environment, health 
& safety and business continuity planning matters, set relevant 
policies and practices and monitor their implementation; and

• health & safety risk assessments, safety audits and a regular 
review of progress against objectives established by each 
business area are periodically carried out.
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RISKS AND UNCERTAINTIES 

The business has been divided into 25 operational areas for risk 
management, where local business risks are identified, assessed and 
managed. 

Business risks are identified bottom up through discussions with 
operational area owners and mapped to components of our 
Enterprise Risk Universe for reporting purposes. Components are 
then mapped to executive-owned corporate risks, which in turn are 
mapped to the principal risks that may impact our ability to achieve 
our business objectives. The principal risks and key business risks are 
also subject to a top down review and challenge process.  

Business risks are logged in an integrated risk management system 
and each business risk has a named owner. A 5x5 risk matrix is used 
to assess the potential impact of each risk measured in terms of the 
financial impact and the likelihood of the risk crystallising within a 
two year timeframe. The assessment considers both the inherent 
risk (before any mitigating controls) and residual risk (after 
mitigating controls are applied).  

Each business entity risk register is assessed through a three stage 
management sign off process: initially with the relevant business risk 
assessor (a senior manager) then via the business entity owner 
(operational director level), and finally with the executive director 
who is assigned as the corporate risk owner. The assessment 
includes consideration of the key controls and the resulting risk 
reduction. 

The ongoing review and development of our ERMF is the 
responsibility of the Risk Steering Group. The Risk Steering Group is 
chaired by the Legal & Compliance Director and has responsibility for 
providing direction and support to the management of risk across 
the Group. It meets quarterly and its activities include: 

● Establishing clear governance and accountability for risk and any
associated (remediation) activities.

● Providing a point of escalation for critical or emerging risks.

● Providing the Board and Audit Committee with sufficient
information to enable them to discharge their risk reporting
requirements.

● Reviewing the corporate level risks, informed by the most
significant business risks assessed across all business entities.

● Ongoing consideration of horizon scanning, any gaps and
assessment of significant external risk events.

● Annual benchmarking against the published principal risks of
peers, particularly those operating in the retail and consumer
credit sectors.

● Reviewing the correct approach to risk management for our
newly acquired subsidiary companies and brands.

The key features of our risk governance, assessment and monitoring 
processes are: 

● Robust risk identification processes – the bottom up
identification of risks is supplemented by top down review by
executive directors. The Risk Steering Group also supports the risk
identification process by: (i) ensuring that the risks or control
issues that give rise to any significant incidents are adequately
and accurately captured in the Enterprise Risk Universe; and (ii)
assisting with the assessment of emerging risks.

● Clear risk ownership and accountability – each business risk has
an owner and each corporate risk has an executive director
owner.

● Target business risk appetite and oversight – as corporate risk

owners, the executive directors are responsible for setting the risk 
appetite (subject to Board agreement) and overseeing the 
appropriateness of risk mitigation through designated 
governance groups. Each principal risk is also mapped to first, 
second and third line assurance activities. 

● Consistency – our 5x5 risk scoring matrix is used to drive
consistency of risk assessment and quantification. Inherent risk
and residual risk are measured, with each business risk assessed
both before and after mitigating controls are applied.

● Key control activities are captured – these are the control
activities the business places reliance on to manage risk within
acceptable risk appetite ranges and are subject to Internal Audit
review and monitoring. Provision 29 of the 2024 UK Corporate
Governance Code (Code) will apply to the Group in the next
financial year. We have a programme of work underway to
identify, formalise and assess the effectiveness of the Company's
material internal controls. You can read more about this in the
Audit Committee report on page 129.

Evaluation of the effectiveness of risk 

management and internal control systems 

Evaluation of the effectiveness of the Group’s risk management and 
internal control systems for all parts of the business has been carried 
out twice during the year. This covered all material financial, 
operational and compliance controls. The evaluation process 
involved the following: 

● Executive director review – the most significant corporate level 
risks of the Group, as identified by the risk management process, 
and their associated controls were assessed in detail by the 
executive directors. The objective of this top down review was to 
ensure that the appropriate risks had been accurately captured 
within the risk management processes described above, that 
adequate controls were in place to mitigate these risks and.  
that their potential impact had been robustly assessed. The 
executives also considered the appropriateness of the principal 
risks identified.

● Audit Committee review – at the January 2026 meeting, 
management presented the Committee with details of the ERMF, 
the risk scoring matrix methodology and the ownership and 
oversight of risks. The Committee also considered the nature and 
circumstances around significant risk events that had occurred 
during the year to assess whether they suggested significant 
failure or weakness in internal controls. An internal financial 
controls matrix summarising the key processes and oversight of 
the Group’s financial controls was reviewed, with input from 
senior finance management. The Committee also satisfied itself 
that management’s response to any financial reporting or internal 
financial control issues identified by the external auditor was 
appropriate. The Audit Committee also reviewed progress on the 
Group’s preparedness for Provision 29 of the Code at its meetings 
during the year.

● Board review – at their January 2026 meeting, the Board 
undertook its formal review of the effectiveness of the risk 
management systems of the Group. Management supported this 
review by presenting information about the Group’s risk 
management systems and processes, the output of the reviews 
undertaken by the Audit Committee and the executive directors, 
information about the most significant business risks and a 
summary of the type and regularity of key executive director-led 
risk governance meetings, mapped to the principal risks.
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The business has been divided into 25 operational areas for risk 
management, where local business risks are identified, assessed and 
managed. 

Business risks are identified bottom up through discussions with 
operational area owners and mapped to components of our 
Enterprise Risk Universe for reporting purposes. Components are 
then mapped to executive-owned corporate risks, which in turn are 
mapped to the principal risks that may impact our ability to achieve 
our business objectives. The principal risks and key business risks are 
also subject to a top down review and challenge process.  

Business risks are logged in an integrated risk management system 
and each business risk has a named owner. A 5x5 risk matrix is used 
to assess the potential impact of each risk measured in terms of the 
financial impact and the likelihood of the risk crystallising within a 
two year timeframe. The assessment considers both the inherent 
risk (before any mitigating controls) and residual risk (after 
mitigating controls are applied).  

Each business entity risk register is assessed through a three stage 
management sign off process: initially with the relevant business risk 
assessor (a senior manager) then via the business entity owner 
(operational director level), and finally with the executive director 
who is assigned as the corporate risk owner. The assessment 
includes consideration of the key controls and the resulting risk 
reduction. 

The ongoing review and development of our ERMF is the 
responsibility of the Risk Steering Group. The Risk Steering Group is 
chaired by the Legal & Compliance Director and has responsibility for 
providing direction and support to the management of risk across 
the Group. It meets quarterly and its activities include: 

● Establishing clear governance and accountability for risk and any 
associated (remediation) activities. 

● Providing a point of escalation for critical or emerging risks. 

● Providing the Board and Audit Committee with sufficient 
information to enable them to discharge their risk reporting 
requirements. 

● Reviewing the corporate level risks, informed by the most 
significant business risks assessed across all business entities. 

● Ongoing consideration of horizon scanning, any gaps and 
assessment of significant external risk events.  

● Annual benchmarking against the published principal risks of 
peers, particularly those operating in the retail and consumer 
credit sectors. 

● Reviewing the correct approach to risk management for our 
newly acquired subsidiary companies and brands. 

The key features of our risk governance, assessment and monitoring 
processes are: 

● Robust risk identification processes – the bottom up 
identification of risks is supplemented by top down review by 
executive directors. The Risk Steering Group also supports the risk 
identification process by: (i) ensuring that the risks or control 
issues that give rise to any significant incidents are adequately 
and accurately captured in the Enterprise Risk Universe; and (ii) 
assisting with the assessment of emerging risks. 

● Clear risk ownership and accountability – each business risk has 
an owner and each corporate risk has an executive director 
owner.  

● Target business risk appetite and oversight – as corporate risk 

owners, the executive directors are responsible for setting the risk 
appetite (subject to Board agreement) and overseeing the 
appropriateness of risk mitigation through designated 
governance groups. Each principal risk is also mapped to first, 
second and third line assurance activities. 

● Consistency – our 5x5 risk scoring matrix is used to drive 
consistency of risk assessment and quantification. Inherent risk 
and residual risk are measured, with each business risk assessed 
both before and after mitigating controls are applied. 

● Key control activities are captured – these are the control 
activities the business places reliance on to manage risk within 
acceptable risk appetite ranges and are subject to Internal Audit 
review and monitoring. Provision 29 of the 2024 UK Corporate 
Governance Code (Code) will apply to the Group in the next 
financial year. We have a programme of work underway to 
identify, formalise and assess the effectiveness of the Company's 
material internal controls. You can read more about this in the 
Audit Committee report on page 129.    

Evaluation of the effectiveness of risk 

management and internal control systems 

Evaluation of the effectiveness of the Group’s risk management and 
internal control systems for all parts of the business has been carried 
out twice during the year. This covered all material financial, 
operational and compliance controls. The evaluation process 
involved the following: 

● Executive director review – the most significant corporate level 
risks of the Group, as identified by the risk management process, 
and their associated controls were assessed in detail by the 
executive directors. The objective of this top down review was to 
ensure that the appropriate risks had been accurately captured 
within the risk management processes described above, that 
adequpageate controls were in place to mitigate these risks and 
that their potential impact had been robustly assessed. The 
executives also considered the appropriateness of the principal 
risks identified.  

● Audit Committee review – at the January 2026 meeting, 
management presented the Committee with details of the ERMF, 
the risk scoring matrix methodology and the ownership and 
oversight of risks. The Committee also considered the nature and 
circumstances around significant risk events that had occurred 
during the year to assess whether they suggested significant 
failure or weakness in internal controls. An internal financial 
controls matrix summarising the key processes and oversight of 
the Group’s financial controls was reviewed, with input from 
senior finance management. The Committee also satisfied itself 
that management’s response to any financial reporting or internal 
financial control issues identified by the external auditor was 
appropriate. The Audit Committee also reviewed progress on the 
Group’s preparedness for Provision 29 of the Code at its meetings 
during the year.  

● Board review – at their January 2026 meeting, the Board 
undertook its formal review of the effectiveness of the risk 
management systems of the Group. Management supported this 
review by presenting information about the Group’s risk 
management systems and processes, the output of the reviews 
undertaken by the Audit Committee and the executive directors, 
information about the most significant business risks and a 
summary of the type and regularity of key executive director-led 
risk governance meetings, mapped to the principal risks. 

 

  
 
 

To support the Audit Committee and Board in discharging their 
responsibilities, they were provided with the following information: 

● Relevant extracts regarding their responsibilities in relation to risk 
management and oversight from the Code and FRC Guidance. 

● A review of the Principal Risks identified by other comparable 
listed companies. This helps to ensure that there are no material 
gaps in our risk identification or impact assessment.  

● Details of the identified material controls and whether the 
number and types in place are comparable with other FTSE 100 
companies as part of planning and  considerations for Provision 
29 of the Code.  

Following the evaluation process described above, the Board is 
satisfied that, under Provision 29 of the 2018 Code (applicable for 
the financial year under review) the material controls have been 
operating effectively for the financial year ended January 2026 and 
up to and including the date of this Annual Report (see page 120 for 
further details). No significant failings of material internal control 
were identified during these reviews. 

The business will continue to review opportunities to develop, 
strengthen and improve the effectiveness of our risk management 
and internal control systems. 

Climate risk 
We have identified the risks posed to NEXT by climate change and 
how they might impact our business. The risks include the short to 
medium term impacts including transitional changes (for example, 
legislation and financial) which we closely monitor, as well as the 
long term emerging risk of climate change (for example, physical 
changes including the increased likelihood of flooding events). 
Having assessed and modelled the risks, we believe that the short to 
medium term climate-related risks are not material for our business, 
although we recognise that we will need to keep abreast of future 
climate change legislation and consumer preferences. The risks 
relating to climate change are therefore part of the considerations in 
several of our principal risks, but are not currently deemed to be a 
separate principal risk of the business.  

The environmental and climate change-related risks are overseen by 
the Environmental, Social and Governance (ESG) Steering Group, 
supported by the Risk Management team and are reported to the 
executives and ultimately the Board. Further details regarding NEXT’s 
climate risks are provided in our Task Force on Climate-related 
Financial Disclosures (TCFD) disclosures on pages 85 to 90.  

Cyber 
This year saw an increase in the external threat landscape, 
demonstrated by multiple, high profile cyber attacks - highlighting 
the impact and importance of having robust cyber security to 
protect business critical systems. Technology is a key component of 
our infrastructure and part of the considerations in several of our 
principal risks in addition to the separate principal risk of cyber, 
information security, data protection and business continuity risk.  

Each Audit Committee meeting receives an update on cyber security 
and ransomware risk to NEXT. Matters discussed by the Committee 
have included: i. security review improvements; ii. access controls; 
iii. training and communications; and iv. recovery plan and 
preparedness.  

Each year, an executive level third-party desktop exercise is 
conducted to test our response to a major cyber security attack, with 

findings reported to the Audit Committee, to support business 
decision making and management’s review of our security posture. 

Risk appetite 
Our approach to risk management aims to bring controllable risks 
within our appetite and enable our decision making to balance 
uncertainty against the objective of building shareholder value 
through long term, sustainable returns for our shareholders and 
other stakeholders. On page 66 we detail our core principles of doing 
business and in this section we explain how those principles 
contribute to managing the business objectives within the Board’s 
risk appetite. Our financial disciplines ensure that each of our 
business divisions make net margins that are sufficient to allow them 
to withstand the inevitable vagaries of any consumer facing 
business. We also ensure that we make healthy returns on capital 
employed, commensurate with the risks involved in our sector.  

Emerging risks 
Identification and review of emerging risks are integrated into our 
risk review process. Emerging risks are those risks or combinations of 
risks which are often rapidly evolving, for which the impact and 
probability of occurrence have not yet been fully understood and, 
consequently, the appropriate mitigations have not yet been fully 
identified. All risk owners and managers within the business are 
challenged to consider emerging risks and this is enhanced by formal 
horizon scans by the executive directors and the Risk Steering Group, 
which are reviewed by the Audit Committee and Board. Key 
emerging risks that we are monitoring include the uncertain UK 
macroeconomic outlook and its potential impact on our business 
and customers and the impact of global geopolitical events which 
bring an increased risk to our International trade and supply chains 
(see pages 77, 88 and 89). 

Black swan events 
The Audit Committee has reviewed how very large and disruptive 
events would be managed by the business. This review included 
looking at the resilience of the business, the various liquidity levers 
available to it (with associated estimated quantum and timescales), 
the business impact assessment process and continuity plans in 
place. 
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Example 23

Our Board 
The Board has demonstrated strong leadership 
and a commitment to maintaining a robust security 
culture, supported by regular discussions on the 
evolving security landscape and the recognition of 
the continued need for investment, vigilance and 
responsiveness. This included a dedicated cyber 
readiness deep-dive, covering threat detection, 
incident response capabilities, supply chain 
dependencies and data governance arrangements. 
During the year the Board also participated in 
a cyber incident simulation, with further details 
set out on page 93. The exercise was designed 
to replicate the pressure, pace and uncertainty 
of a real cyber attack, strengthening Board-level 
preparedness and decision making.

Our Approach 
Our ‘Being Prepared’ framework integrates 
incident management, business continuity and 
emergency planning to ensure we have the 
capabilities, resources and plans required 
to remain resilient. Sustained investment in 
resilience, rigorous scenario testing and strong 
governance oversight ensure we continue to 
strengthen our ability to withstand, respond to 
and recover from the most significant threats to 
our operations. The level of cyber risk exposure 
remains unchanged as our control environment 
continues to evolve in line with external threats. 
We have also established a Cyber Defense 
Committee to provide strategic leadership 
and decision making in the event of an incident. 

Business continuity
Security and resilience remain a Principal Risk 
(page 71), reflecting our responsibility to deliver 
essential services and protect critical national 
infrastructure from malicious activity. We also 
recognise how they are intrinsically linked to all 
our Principal Risks. Heightened geo-political 
tensions and recent high-impact cyber incidents 
are reflected in our Emerging Risks and PESTLE 
analysis. We adopt a ‘when, not if’ mindset, with 
a strong focus on preparedness and proactive risk 
management. Our business continuity arrangements 
are designed to safeguard operational resilience 
and customer service, while prioritising the 
safety and well-being of our colleagues during 
significant disruption.

• Our security and resilience framework provides an integrated 
approach to identifying threats and strengthening resilience, 
supported by a dedicated cyber security function. 

• Business impact analysis informs the identification of critical services, 
with robust continuity plans and defined service-level agreements for 
business-critical IT.

• Long-term strategic investment in people, processes and technology 
ensures our security capabilities continue to evolve in line with the 
changing risk landscape, with a strong focus on proactive cyber 
controls to reduce exposure.

• Clear accountabilities, including a Chief Information Security Officer, 
which are supported by regular awareness and training. Company-wide 
exercises ensure colleagues can identify threats and respond effectively.

• Our arrangements are regularly tested, including Board-level 
involvement and support from external partners, providing an 
opportunity to test key areas including decision-making, escalations 
and crisis communications.

• The Board and management also engage with external networks to 
share intelligence and best practice, strengthening collective preparedness.

• In the event of an incident, the appropriate operational, tactical or 
strategic teams are activated immediately. Clearly defined roles and 
responsibilities enable a coordinated and efficient response, supported 
by processes that have been consistently proven to be effective. 

• Robust communication protocols ensure timely engagement with 
operational teams, the Board, regulators and key third parties. This 
enables clear oversight and support throughout the incident lifecycle. 

• Established decision-making pathways focus on rapid containment 
and prioritisation, safeguarding the continuity of essential services. 

• Rotas are in place to protect colleagues’ well-being and ensure 
sufficient resources are maintained across critical activities. 

• Post-incident reviews are undertaken following all exercises and any 
activation of the incident management process.

• Relevant security breaches across all sectors are reviewed to understand 
the root cause and emerging themes. The effectiveness of responses 
are evaluated to identify areas for improvement and further strengthen 
organisational resilience.

• Reporting is provided to stakeholders, setting out the incident timeline 
and ensuring that lessons learned are captured, shared and addressed 
on a timely basis. 

Our Risk Appetite
All businesses are exposed to a variety of uncertainties and need to take 
on a degree of risk to achieve strategic objectives. Given the nature of 
our services, our operations carry inherent risks that must be managed 
proactively and responsibly. We are committed to managing these risks in 
line with the scale and criticality of our infrastructure, with a clear focus 
on protecting the environment and safeguarding the health, safety and 
wellbeing of our colleagues and the communities we serve. Our sector is 
subject to high levels of political, regulatory and financial security, and we 
recognise the importance of our stakeholders’ evolving expectations and 
the impact of climate change when we are planning and responding to risk. 
Within the Group, our businesses have different risk priorities and tolerances: 

• Our regulated water and wastewater businesses are monopoly 
providers, regulated and characterised by relatively stable,  
inflation-linked cash flows.

• Infrastructure Services have more variable cash flows and operate 
in less predictable and more competitive environments.

We will only take risks that are thoroughly understood, can be effectively 
managed, and are in line with our purpose, values and strategy. The Board 
monitors the Group’s risk profile to ensure there is an appropriate balance 

between risk and leveraging opportunities which are critical 
for delivering our strategic objectives. Additionally, the Board 
considers risks, and combinations of risks in the short, medium 
and long term. Our risk appetite is reviewed by the Audit and Risk 
Committee and approved by the Board. We have classified our 
risk appetite statements as Zero, Low, Medium and High. When 
distinguishing between Zero and Low appetite, the key differentiating 
factor is the degree of control we have over the risk. For example, 
although we have a Zero tolerance mindset for any escape of sewage 
negatively impacting the environment, a Zero risk appetite is neither 
practical or feasible given the length of our sewer network (over 
90,000 km) and risk of inappropriate products entering the network. 
Wastewater is also more exposed to external factors and regulatory 
changes beyond our control. In addition, the EA’s new WIRI guidance 
may introduce new reporting requirements, including responsibility 
for pollution incidents that are caused by third parties. In contrast, 
water quality is largely within our control through robust sampling 
across our network and dosing management. Please see pages 68 
to 73 for our risk appetite statements. 

 �See page 68

Examples of business continuity activities
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