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Examples used

Our report highlights examples of current
reporting practice that were identified by the Lab
team.

Not all examples are relevant for all companies
and all circumstances, but each provides an
example of a company that demonstrates an
approach to useful disclosures. Highlighting
aspects of reporting by a particular company
should not be considered an evaluation of that
company’s reporting as a whole. Nor does it
provide any assurances of the viability or going
concern of that company, and should therefore
not be relied upon as such. The examples used
are selected by the Lab to illustrate the principles,
and should not be taken as confirmation or
acceptance of the company’s reporting more
generally.
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Introduction

In response to the COVID-19 pandemic, and based on discussions with investors, the Lab issued an infographic in March and two
reports (and related summaries): Going concern, risk and viability and Resources, action the future in June 2020 relating to Reporting

in times of uncertainty.

The June reports reflected the practice at the time, which was limited. Practice has evolved and, therefore this report aims to provide
examples that reflect more recent reporting practice. Further examples of good practice and guidance can be found in the FRC
Corporate Reporting Review’s Covid-19 Thematic Review.

Company reporting is continuing to develop to meet the challenges of the extended COVID-19 pandemic and the uncertainties that
it brings. Against this backdrop, investors’ needs are evolving with the aim of understanding how companies are meeting the
challenges of the pandemic.

This report looks back at key elements highlighted in the Lab’s previous work, considers current practice and takes a look forward at
how reporting is developing.

The report focuses on the areas and themes addressed previously in the COVID-19 — Going concern, risk and viability report. Where
relevant it includes examples of current disclosure practices and provides some ideas of how we expect disclosure to evolve. In
addition, an update to the report focused on Resources, action, the future can be found on the FRC website.

o Using QR codes
@ For those reading the reportin a
printed form, the QR codes provide
a direct way to view linked
COVID-19 - Going concern, publications using a mobile phone.
risk and viability To use the QR codes point yqur
camera at the QR code (special QR
Reporting in times of uncertainty - June 2020 reader apps may be required for
older phones). The phone should
then take you automatically to the
publication.

COVID-19 — Resources, action,
the future

Reporting in times of uncertainty — June 2020
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https://www.frc.org.uk/getattachment/be8df00e-b0d8-4674-9a7f-104c2680af36/FR-Lab-infographic-250320.pdf
https://www.frc.org.uk/getattachment/ef564f3f-d37b-4469-aa30-cc36f0343708/COVID-19-Going-concern-risk-and-viabilityFinal.pdf
https://www.frc.org.uk/getattachment/9fff0029-9be2-4cf8-8f9d-932c3689e99e/COVID-19-Resources-action-the-future_Final.pdf
https://www.frc.org.uk/getattachment/03838acd-facc-4a06-879c-a4682672a6d7/CRR-COVID-19-Thematic-Review-Jul-2020.pdf
https://www.frc.org.uk/getattachment/ef564f3f-d37b-4469-aa30-cc36f0343708/COVID-19-Going-concern-risk-and-viabilityFinal.pdf
https://www.frc.org.uk/investors/financial-reporting-lab/publications

Going concern, risk and viability - background

The level of uncertainty that still remains in the business environment reinforces the need for companies to disclose how they are
managing the current situation.

Investors expect disclosures detailing a range of possible outcomes given the level of uncertainty — companies may, however, be
concerned about providing such disclosures.

Disclosures should provide clarity about the key factors and events that impact the level of uncertainty and prospects over the short,
medium and longer term.

Many parts of the annual report may be impacted by the current situation, but in this report, we consider the impact on three key
areas of disclosure and whether and how such disclosures have changed over time:

*  going concern;

*  risk reporting; and

*  viability statement.

Lab view

Different aspects and elements of disclosure can help investors and other stakeholders understand different elements of the future.
However, no single element of reporting can or does answer all investor questions. Understanding is gained through good quality,
connected and holistic disclosure across the annual and interim reports.
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How to read this report

This report is structured to provide a reminder of the views and practice that existed in June along with updates to reflect more recent
disclosure practices. In addition, we provide some suggestions about how disclosure could evolve further to provide more information
to investors. These suggestions are based on our observations of recent reporting practices in the context of the input received from
investors prior to the release of the original reports.

The different sections of this report have been broken into four areas:

* key messages from the Lab’s earlier reports; Looking back

* an update on recent developments in corporate reporting; Recent developments

* some thoughts regarding how corporate reporting can develop; and

* practical examples from reports and presentations released by companies since June.

This report follows the themes identified in June, namely: going concern, risk and viability.
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{_) Going concern and viability

Looking back

Disclosure around going concern helps to provide context in uncertain times. Given the level of uncertainty in the market in the early

part of the crisis, a significant number of companies needed to highlight material uncertainties. This did not mean necessarily that

the companies were in trouble, but was a natural reflection of the lack of certainty around many aspects of companies’ business

models, liquidity and strategy. In this context helpful disclosures:

*  clarified the going concern position and detailed the factors that supported that decision;

*  provided detail of the actions management planned to or were taking and their status;

*  provided detail of the elements of uncertainty (specific to the business) and consideration of the impacts on the company
where the position was subject to or impacted by uncertainty; and

*  connected to broader reporting within the report, such as risk and viability disclosures.

Disclosure around viability should consider a period beyond the going concern period and provide insight into a company’s longer-
term prospects and viability. The uncertainty caused by the COVID-19 crisis provides an opportunity for the viability statement to act
as a vehicle for companies to communicate a more stable long-term vision post crisis. However, while many statements do not do
this effectively, the better statements:

*  covered company-specific detail and context on both prospects and viability;

*  provided details on actions and expectations; and

*  provided details of realistic scenarios considered and key assumptions used.

Further disclosures that provide useful insight into the impact of COVID-19 on viability include:

*  specific short and medium-term COVID-19-related factors that had been considered;

*  details of how the board was monitoring and controlling the situation;

*  details on business model resilience and actions with reference to the situations highlighted by COVID-19; and
*  details of how COVID-19 had been reflected in scenarios and stress-testing of both prospects and viability.
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Scenarios and forecasts are, necessarily, related to many of the themes discussed in this report.

Many different scenarios and underlying forecasts are considered and prepared by management when reporting on a company’s
going concern and viability. In the original report, it was noted that useful aspects of disclosure included:

*  Management’s base case for recovery over the short term and into a longer transition period.
*  The key assumptions and the basis for each assumption.

*  The sensitivity of the base case to movements in the key assumptions.

*  Plausible upside and downside cases.

*  The assurance and controls that management has around the forecasts.

*  The process for updating scenarios.

Useful disclosures previously identified in the June reports, highlighting scenarios and related planning, include Informa (in their 2020
COVID-19 Action plan released in April 2020) and Norwegian Air Shuttle (in their presentation to Bondholders on 27 April 2020).

CRR thematic
In their Covid-19 Thematic Review released in July 2020, the FRC’s Corporate Reporting Review (CRR) team identified the following
areas that represent an opportunity for enhancing disclosures in the context of going concern:

“Given the current uncertain environment, we expect company specific going concern disclosures to explain clearly the key
assumptions and judgements that the board has made in determining whether or not the company is a going concern and whether or
not there are material uncertainties.”

“We expect going concern discussion in the strategic report to reflect the going concern information presented in the notes to the
accounts.”

In addition, the report encouraged interim financial statements to provide going concern disclosures which followed the same
characteristics of good reporting that are applied in annual financial statements. Furthermore, companies should ensure that they
disclose the significant judgements in respect of going concern in annual and interim reports.

Financial Reporting
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https://www.frc.org.uk/getattachment/9fff0029-9be2-4cf8-8f9d-932c3689e99e/COVID-19-Resources-action-the-future_Final.pdf#page=44
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{) Going concern and viability

Recent developments

Companies are providing more information to support management’s assessment that reporting on a going concern basis is
appropriate. The majority of companies are providing information about the scenarios they have considered when assessing
going concern and viability (refer to Land Securities and Ascential). However, some reported scenarios can be limited to generic
information being provided regarding the underlying assumptions. The most commonly referred to scenarios are ‘best case’ and
‘realistic worst case’.

Information regarding going concern and viability incorporates assessments on various scenarios determined by management
(refer to Auto Trader, Nedbank and National Grid). Some companies provide insight into the expected impact of different
scenarios on different aspects of performance and other metrics (refer to Next).

It is noticeable that information presented in interim and quarterly information is far less detailed than that provided in annual
reports. Given the level of uncertainty, it would be useful for companies to provide a detailed update at any time they report to
the market.

Useful disclosure would discuss the process for identifying scenarios, determining the related inputs and adjusting these for
changes in circumstances and how these are monitored and evaluated over time. The actions management has taken to mitigate
against such changes should be explained. As time passes, there is an expectation that companies would provide an update
about the status of the scenarios outlined and their progress against these.

In their Covid-19 Thematic Review released in July 2020, the FRC’s CRR team stated the following about scenarios and stress
testing in the context of going concern:

“We also expect disclosure of the possible scenarios that could lead to failure, and details of any mitigating actions available
to the board. The disclosures presented should be sufficiently granular to enable a user to understand clearly the way in which
the company intends to meet its liabilities as they fall due.”

“Going concern disclosures could be further improved by including information which explains any reverse stress testing that
has been conducted.”
. .nancial Reporting
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Going concern
and viability

Going concern

The Cirectors confirm they hove a reascnable
expectation that the Company has adeguate
resources 1o continue in operational existence for
at least 12 morths from the date of signing these
firarcial staternents. This confirmation is mode
after havirg reviewed assurmptions about future
trading perfarrnance, valuation projections,
capital expenditure, osset sales and debt
requiremerits contained within the Group's
current fivesyear plan. The Directors ako
corsidered potential risks and uncertainties in
thie business, credit, market ard liquidity risks,
including the availability and repayment profile
of bank facilities, as well as forecost cowerant
compliance. Further stress testing has bean
carried out to ersure the Group has sufficient
cash resources tocontimue in cperation for at
least the mext 12 months following the recent
deterioration in cosh collections as o result of
Cowid-1%2 Thiz stress testing included extreme
downiside scenarios with maoterially reduced
levek of cash receipts ower this peried. Based
on the abowve, togetherwith available market
information and the Directors' kmowledge and
experience of the Group's property portficlio
armd rmrearkets, the Directors continue to adopt the
going cancern basis in preparing the acoounts
forthe year ended 31 March 2020. See note 1
of the fimancial staterments for further details.

What is useful?

Land Securities clearly explains the process applied
to make the going concern and viability
assessments. The impact of the viability scenario
on key metrics includes the available financial

headroom.

Viability statement

The viability assessment pericd

The Directors hawe assessed the viability of the
Group over a five-year period to March 2085,
taking account of the Group's current firancial
position ard the potential impact of our
principal risks.

The Directors hawe determined five years to

be the most apprepriote period for the viability
assessment as it fits well with the Group's
development and leasing oycles and is broadiy
aligred to the moturity of the Group's floating
rate debrt facilites.

Process

Cwr fimancial planning process comprises o
budget for the next fimancial year, together
with o projection for the follewing four fimancial
years. Generally, achieverment of the ore-year
budget has a greater level of certainty and is
used to 58t near-term targets acress the Group
Achievernent of the five-year projection is less
certain than the budget, but providesa
longerterrm outlook against which strategic
decisions can be made.

The financial planning process considers the
Greup's profitability, copital values, gearing,
cash flows and other key financial metrics over
the projection period. These metrics are subject
to sersitivity analysis, inwhich o number of the
main underlyirg ossumptions are flexed ard
tested to corsider alternative macro-economic
emvironments. Additionally, the Group also
considers the impact of potential structural
changes to the business im light of warying
economic conditions, such as significant
odditional sales and acquisitions or refinancing.
These assumpticns are then aodapted further
toassess the impact of considerably worse
macro-econamic conditions tham are currenthy
expecbed, which forms the basis of the Group's
“viability scenarid.

Given the significant impact of Covid-19 on
the macre-economic conditions inwhich the
Group is operating, additional stress-testing
hos been camied out on the Group's ability

to continue in operation under extremehy
unfavourable operating conditions, including a
scenarnio inwhich we are unable to collect any
rent for an extended pericd of time. While the
assumptions we hove applied in these scenarios
are possible, they do not represent our view of
the likely outtum. However, the results of these
tests help to inform the Directors’ assessment
of the viability of the Group.

Land Securities Group plc

Annual Report 2020
page 57

Impact on key metrics

‘We have ossessed the impact of these
assurnptions on the Group's key financial metrics
ower the assessment period, induding profitability,
et debt, loar-to-value ratics and available
financial headrcom

Key metrics Table 2%
Viablitty
sTanario

51 March 51 March
2020 2R E

Laar-to-walue ratic 30.7% 41, 3%

Adjusted net debt £3,924m £4.840m

EFRA net assets £8.751m E4,836m

Avallable financial £1,163m  E£[2.9B3)m

headroam

The wiability scerario represents a significant
comtraction in the size of the business over the
The-year pericd corsidersd, with the LTV ot 42.7%
at its highest point in the assessment pericd.

The Group would be required to renew;, or
exercise extension options, for a minimurm of
£3.0bn of its debt facilities by the end of the
period considered. The Directors expect this to
be possible considering the Group's expected
loan-to-value natic and the flexibility of the
financing structure in place.

Confimnation of viability

Based on this assessment the Direchors have

a reasordable expectotion that the Group

will continue in cperaticn ard mest its liobilites
as they fall due over the pericd to March 2025,
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Ascential plc
Interim results 2020

SCENARIO PLANNING TO STRESS TEST FINANCING

presentation
slide 43

Robust exercise supports going concern conclusion under “severe but plausible”
scenarios

In assessing going concern, and in accordance with FRC guidance, we consider a range of “severe but plausible” scenarios, which we have
adapted to the current climate to stress test our cash flows. Critical assumptions include the shape and severity of the COVID-19 related
recession in each region we operate in, the impact of that on the specific end-markets that we serve and when live events will be held. The
three scenarios used for our 30 June 2020 assessment are as follows:

Scenario modelling assumptions H220 H121
Ers Events Events

Swift rebound in economic Run as planned Regular events as
activity inH2 P scheduled

What is useful?

Ascential provides good
detail about the scenarios
utilised when assessing
going concern in addition to
potential actions that may
be taken in response.

1. Containment and recovery

More severe economic Resul "
2. Muted recovery contraction than during the Cancelled SHIErETELSEE
) s scheduled
2008 financial crisis

Second lockdown from Q320. Cancelled Allevents deferred

3. Winter resurgence Economic contraction until 2023 toH221

Across each of these scenarios we consider the financing headroom and covenant tests including a range of mitigating options, such as:

» Future dividend policy
+ Option to pay a significant portion of the Flywheel deferred consideration in shares
+ Further restructuring and cost cutting measures

2000

A Interim Results 2020 4
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COVID-19 Impact

The Group's 2021 annual budget was
significantly impocted by the COVID-19
pandemic. The Groupannounced measures
to support customers throwghout the period
where retailers were required to close thair
showrooms. Inoddition to these meosures,
payment terms for March 2020 services
were extended. Subsequently, odditional
gllowances were mode forretoiler customers,
including of fering o 25X discownt for the
month of June 2020 before returning to full
pricasin July 2020. The impactofthese
measures has been overlaid on the
three-year forecast to March 2023.

Assessment of viabilty

The output of the Group’s strategic and
financial planning process detoiled
previously reflectsthe Board's best
estimate of the future prospects of the
business. To make the assessment of
viability, however, additional scenarios
hove been modelled over and abowve
thosainthe ongoing plan, bosed upona
numkber of the Group's principal risks and
unceartainties which are documented on
pages 54 to 57. These scenarios were
overloidinto the plan to quantify the
potential impact of one or more of thesa
crystallising over the ossessment period.

While ench of the Group's principal risks has
o potentialimpoct and hos therefore been
considered as part of the ossessment, only
those that represent severa but plavsible
socenarias have been modelled through the
plon. These wera:

scenarlo1: Pandemic impact

Link torisk - COVID-19, Economy, market
and business environment and changing
consumer behaviour.

The current COVID-12 global paondemic and
theimpaoct to the UK economy has beean
considered. Government restrictions resulted
inthe temporary closure of retailers and
imp-octed onconsumer buying behaviour
through April and May 2020. Through the
lockdown period the Group provided free
odvertising for retailers to help customers
and maintain live stock on site.

In this scenario we assume thot after
thelessening of lockdown restrictions,

o second wave returns resultingin a second
lockdown that lasts for a five-month period
from Nowvember to March 2021. Through

this pericd, we have assumed that retailer
odvertising is once again mode free of
charge, resultingina 99X decreasein
Retailer revenue across those months.

We have also assumed a 75E decrease in
Consumer Services revenue and an 85%
decreaseinrevenue from Manufacturer
and Agency.

Following this period it is assumed that
there is recovery and the Group reverts to
the normaol charging model, howeverthere
is a negative impact on retailer numbers.
Cost savings in the year have been
assumed mainly through o reductionin
marketing spend as well as applicable
COSt SaVing Measures.

Scenarlo 2: pata breaches

Link to risk - COVID-19, IT systems

and cyber security, Brand.

Theimpoct of any regulatory fines has
been considered. The biggest of theseis
the General Data Protection Regulation
{"GDPR’) fine for dota breaches, which waos
enactedin May 2018. This scenario assumes
a data breach resultingin the maximum
fine, coupled with a significant level of
reputational domoge to the Group's brand.
Thisisinaddition to the currentimpact of
COVID-19, with lockdown restrictions eased
inJune 2020 and full charging commencing
in July 2020.

Az aresult of the doto breach, a severe
reductionin revenue was modelled through
Trade, resulting inaninitiol 50% decreasein
revenue driven by lost retailers. Aninitial
40% decrease in Consumer Bervices anda
L5% decreass in Manufacturerand Agency
areas was also assumed thraugh the loss of
consumerand partnerconfidence. Modest
recovery was assumed after the data
breach for the remainder of the financial
wear to March 2021. Marketing costs were
increased to model o potentiol need
toincrease traffic.

The scenarics above bothinclude the
impact of the plocing of new ordinary
shares annouvnced oni April 2020 with gross
proceeds of £185.9mraised, or £183_2m

net of fees incurred.

The scenarios also consider the biannual
covenants attoched to the Growp's
Syndicaoted RCF ensuring thresholds

are mat. The scenarios are hypothetical
andsewvere for the purpose of creating
outcomes that have the ability to threaten
the viability of the Group.

The results of the stress testing
demonstroted that due to the Growp's
significant free cash flow, occess to the
Syndicoted RCF and the Board s ability to

adjust the discretionary share buyback
programme, it would be able to withstand
theimpoct and remain caosh generative.

extent of lockdown perlod

As mentioned above, the Group
implemented measures ta support
retailers through the period that they
could not trode. These meosures included
free advertising. In atypical month where
these measures are implemented the
Group would record anoperating loss of
EAm - E¥m. Given the high leval of cash
conversion the cash burninsucha month
would be similar.

Lockdown restrictions were egsed through
June 2020, however until o vaccine or cure
for COVID-19 is found thereis a risk that
these strict measures are reintroduced.

The sensitivity scenario | explores such
an outcome but given the unprecedented
notwre of the circumstances, o mare
extremea scenario may exist. Insucha
scenario the Group may not implement
customer discounts to the same level and
toke more extrems cost saving levelsin
order to preserve profitability.

viabluty statement

Hosed on their ossessment of prospects
and viakility abowve, the Directors confirm
thaot they hove a reasonable expectation
that tha Group will be able to continuein
operaticn and meet its liobilities as they
foll due over the three-year period ending
March 2023.

Golng concern

The Directors also considered it oppropriate
to prepare the financial stotements onthe
going concern basis, os explainedinthe
Bosisof preparation paragrophinnote |
tothe financial statements.

The Company's Strategic report, set
outonpoges 2 to 59, was approved
bythe Board on 25 Jume 2020and
signed on its behalf by:

NathanCoe
Chief Executive Officer
25 Jure 2020

Auto Trader Group plc

Annual Report 2020
page 59

What is useful?

Auto Trader clearly explains the scenarios utilised
to determine viability. These scenarios have been

linked to and discussed in the context of the

company’s principal risks.

Commentary is provided regarding the potential
impact on the scenarios should stricter lockdown

restrictions be reintroduced. In addition, the

company specifies some of the actions that could
be taken in response to such a situation, too.
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https://cdn-autotraderplc.azureedge.net/media/2013/auto-trader-annual-report-2020.pdf#page=61

Nedbank Ltd

Integrated Report 2019
page 36

What is useful?

Nedbank illustrates the impact of
the COVID-19 pandemic on its
short to medium-term scenario
planning. This is achieved by
providing the scenarios used just
post-year-end (in January), and,
included on the following page,
those to be applied in March
(prior to the Integrated Report
being issued in April 2020) based
on local and international
developments.

The company has considered the
potential impact of these
scenarios on its business model
and ability to create sustainable
value for its stakeholders.
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Scenarios for the short to medium term
In the context of challenging macroeconomic dynamics we have created scenarios that represent the underlying assumptions for our three-year

planning {2020 to 2022), stress testing and communication to the investment community.

These scenarios were set in January 2020 and formed the base case of our 2020 financial guidance, which is no longer valid.

Given the developments in March 2020 around lower cil prices and the emerging and unknown impact of the Covid-19 pandemic on both
global and locd economic growth, we have updated our January 2020 base case scenario titled: 'More of the same’ with a new base cose
scenario titled: 'Managing through the Covid-19 crisis’ based on our revised April 2020 economic forecasts. We odditionally introduced a
severe stress scenario (should the crisis not be contained ina reasonable period, both globally and locally in 54 and the rest of Africa).

January 2020 scenarios

‘Mere of the same’ scenarie - January 2020

The January 2020 base cose scenaric formed the foundation of our initial
finoncial planning. In this scenario the poce of structural reforms remains
slow. The fight against corruption continues, but ideclogical and other
divisicns within the ruling AMC party persists, undermining policy clarity and
decisive action on key regulation, legislation and infrastructure. While some
concessions are made towards allowing greater private sector involvermnent
in energy generation and other systemically importont infrostructure
markets, the status que largely persists. Blectricity constroints, coupled
with weak government finances and persistent policy uncertainty, keep
confidence fragile, fixed-investrment activity contained and job creation
limited. A Moody's downgrode of the 54 sowereign-credit-risk rating to
subimsestment grode was expected, and matericlised in March 2020 Iks
impact was largely discounted as CDYS spreads and bond yields alreody
troded above countries with similar rotings. Its impoct is kargely discounted
and investors seek higher yields. However, sentiment swings between risk-
on and risk-off conditions, while a Chinese economic recovery is expected
in H1 2020 post the Covid-19 impact. Economic growth in 54 recovers only
slowly but remains ot generally weak levels of less than 1.5% per annum
ower the next three years, primarily given the shortoge of electricity supply
and loodshedding ot stage 1and 2 for the next 18 months. These subdued
demand conditions assist to contain inflation, which is forecost to hover
around the & 5% mid-point of SARB's target range. While scope for further
monetary easing exists, these are balanced by odverse consegquences of
heightened fiscd and ratings risks, keeping the rond vulnerable to sudden
changes in foreign investor sentiment. Interest rates are assumed to
remmnain steady at current lower levels throughout the forecast period (with
some probability of further decreases), providing some relief to indebted
CONSUMErs.

‘Seeing light’ scenario - January 2020
In this January 2020 scenario government
embroces the need for structural reforms and
poficy certainty. The state not only presents

a progmatic strategy for structural reform
but starts implementation in o determined,
systematic and progmatic manner, with
misplocement and other costs well managed
and contained. Confidence improves and
fixed-investment activity grodually picks up
around the second half of 2021, resulting in
some recovery in job creation. As the econcmy
slowly gathers some pace, government
finances strengthen moderately, and Moody's
meaintains the country’s investment grode
credit risk rating. The rand is supported by
greater investor confidence and helps to

keep inflation in check, creating some scope
for lower and steody interest rates. Credit
demand recovers as household and business
confidence and fimances improve, and defaults
decrease. Globally, trode wars subside and
commodity prices gain momenturn, while we
experience risk-on conditions and containment
of Cowvid-19. {This scenario is no longer relevant
given the impact of the Covid-19 crisis)
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March 2020 scenarios

The global economy enters recession in 20220 and growth recovers
off a low base thereafter. Copital flows are ermatic due to a risk-
off environment. Deflationary pressures mount given the slump in
il prices. Maojor central banks keep interest rotes low and continue
to inject Iguidity. Locally, we s=e temporary cohesion arcund
Cowid-19 containment but concerns around cormuption ond direction
around economic policies return. The "Stote of disoster’ eases
some pressure on Eskom. Later in the year power cutoges return.
State reforms are limited and government finances deteriorate
further. The lockdown is assumed to lost 35 days and economic
activity skowly buids up. Economic growth entars recession with
GDP declining in 2020 by 7% before recovering of f a low base.

The Moody's sovereign-credit-rating downgrode is discounted by
the market. Inflation dedines to below the mid-point of the MPC's
target range (3.9%) in 2020 and remnains subdued thereafter.
Imterast rates in 2020 decine by 250 bps and moderate tightening
is anly expected from lote 2021 Credit growth dediines despite
distressed bormowing and Covid-19 support measures. Corporates
drowdown foclities and many industries experience stress, while
households extend borrowing but banks remain coutious of higher
levels of indebtedmnass during the crisis.

‘Sinking into darkness’ scenario - April 2020

In this high-risk and high disinflationary scenario the
global impaoct of the Covid-19 pandemic extends into

Q3 2020 but 5 eventuadly brought under control.
Commeodity prices rise briefly in H2 2020 before drifting
lowrer. & risk-off environment remains despite monetary
accommadation. Locally, poor service delvery, the land
issue and SOE reforms leoad to social discontent and
unrest Loodshedding continues and remains a problem.
The fight against corruption loses momenturm and
attempts to resclve policy pardysis fal; public finonces.
worsen, prompting further sowereign credit ratings
downgrodes. This scenario assumes the initial lockdown
figls to contain the spread of the vinus aond is further
extended to 42 days, with the bulk of the economy
remaining in shutdown for an extended period. The
economy controcts sharply in 2020 and ot a lower level in
2021 Company foilures rise and unemployment spikes. As.
a result consumer spending is negatively mpocted and
fixed imvestrnent remains weak, only recovering late in
the period. Credit growth declines and recovery off a low
base only starts in 2021 Arrears ond bad debts worsen.
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Viability statement

The Board's consideration of the longer-term viability of the Company
i= an extension of our business planning process. The process includes
financial forecasting, a robust risk management assessment, regular
budget reviews as well as scenario planning incorporating industry
trends, considering any emerging issues and economic conditions.

QOur business strategy aims to enhance our long-term prospects by
making sure our operations and finances are sustainable.

Utiliging our established top-down/bottom-up risk management
process, the principal risks facing the Company as described on pages
23 - 25 are identified, monitored and challenged. Ower the course of the
year, the Board has considered the principal nsks shown in the table
below in detail. The Board considered the preventative and mitigating
controls and risk management actions in place and discussed the
potential financial and reputational impact of the principal risks against
our ability to deliver the Company's business plan. These factors were
also carefully reassessed in ight of the COVID-19 factors.

The assessment of the potential impact of our principal nsks on the
longer-term viability of the Company tests the significant solvency and
liquidity risks involved in delivering our business objectives and priorities.
After careful consideration of the uncertain and dynamic COVID-19
events, including reviewing the fast-changing external factors and

their cumulative impact in the medium and long term, and other
considerations including: our long-term business madel, high-quality,
long-term assets and stable regulatory amangements; the Board's
stewardship responsibilities; and the Company's ability fo model a range
of severe but plausible reasonable worst-case scenanos, the Board
concluded that it remains appropriate to consider a five-year timeframe
over which we should azsess the long-term viability of the Company.

Operational impacts
Scenario 1 - A significant cyber-attack.

Scenario 2 - Significant supply disruption event occurring in the
US leading to loss of licence.

Scenario 3 - A catastrophic gas pipeline falure in the US.

Scenario 4 — Emerging technology leads to significant numbers of
people going “off grid”.

Scenario 5 - Significant physical damage due to climate change
events in the US and the UK along with reputational damage
through failure to adjust our businezs model to meet customer
expectations.

Performance impacts
Scenario 6 — The breach of personal data information.

Scenario T - The result of a *Hard Brexit” in the UK.
Scenario 8 - A poor outcome to RIIO-2 negotiations.

Clusterimpacts

Scenario 9 - A significant supply disruption event in the US leading
to loss of icence coupled with a ‘Hard Brexit' and challenging
RIIO-2 results in the UK.

Scenario 10 - Failure to adequately respond to the COVID-19
pandemic including triggering a gas pipeline failure and supply
disruption in the US leading to loss of licence coupled with
challenging RIIO-2 results in the UK.

Strategic Report

The following factors have been taken into account in making this decision:
* we have reasonable clarity over a five-year period, allowing an
appropriate assessment of our principal risks to be made;

in order to test the five-year period, the Board considered whether
there are specific, foreseeable risk events relating to the principal
nsks that are likely to materialise within a five to ten-year period, and
which might be substantial enough to affect the Company's viability
and therefore should be taken into account when setting the
assessment period; and

each principal risk was considered for inclusion within the testing and,
where appropriate, a reasonable worst-case scenario was identified
and assessed for impacts on operations and/or financial performance
over the five-year assessment time period as detailed below.

In addition to testing individual principal risks, the impact of a cluster

of the principal risks materialising over the assessment period was

aleo considered. COVID-19 and our management of the issues the
business faces during the pandemic, was also noted as an emerging

risk that resulted in the addition of a new principal risk. Recent external
developments such as the Northeast Supply Enhancement (MESE)
Fipeline and events in the downstate NY gas business regarding National
Gnd's licence and the ability to provide continuing supply to our customers
were also considered along with the engoing regulatory ervironment in
our operating jurisdictions. We also carefully considered the impact of
our response to COVID-19 on our business plans and financial models.
In the opinicn of the Board, the reasonable worst-case scenarios
represent the estimated cumulative impact with principal risk clusters.

The reputational and financial impacts for each scenario were
considered (to the nearest £500 million). The principal risk relating to
leadership capacity was not fested as the Board did not feel this would
threaten the wability of the Company within the five-year assessment
period. Further, considering the breadth of ramifications CCWID-18 may
have across different areas of the Company and its consequential power
to exacerbate the negative consequences of other principal risks, any
potential undesired outcome of COVID-19 was considered in
aggregation with other principal risks in the scenarios.

The Board assessed our reputational and financial headroom and
reviewed principal rizk testing results against that headroom. The testing
of risk groups and clusters also included an assessment of the impact
upon the business plan, as adjusted for expected impacts of COVID-19.
Mo principal risk or cluster of principal risks was found to have an impact
ion the viability of the Company over the five-year assessment period.
Preventative and mitigating controlz in place to minimize the likeihood of
occurrence and/or financial and reputational impact are contained within
our assurance system.

In assessing the impact of the principal risks on the Company, including
our two new principal risks of Climate Change and Responze to
COWID-19, the Board has considered the fact that we operate in stable
markets and the robust financial position of the Group, including the
ability to sell assets, raise capital and suspend or reduce the payment of
dividends. It has also considered Ofgem’s legal duty to have regard to
the need to fund the licenzed activities of Mational Grid Gas plc, Mational
Grid Blectricity Systern Operator Limited and Mational Grid Blectricity
Transmission plc.

Each Director was satisfied that they had sufficient information to judge
the viability of the Company. Based on the assezsment described above
and on pages 22 — 25 the Directors have a reasonable expectation that
the Company wil be able to continue operating and meet its iabilities
aver the period to May 2025,

National Grid plc
Annual Repo

page 26

What is useful?

National Grid provides an explanation of the
approach it has taken to determine longer-term
viability.

The assessment incorporates identified principal
risks and considers these in scenarios, either
individually or as part of a cluster.

The company also discusses how the expected
impacts of COVID-19 on its business plan and
viability over the assessed period have been
considered.
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Principal risk Viability scenario Matters considered by the Board
Major cyber sacurity braach Scanario 1 - A significant cyber attack. Thea Board received updates on cyber sacurity in:
of business, operational harch 2015
technology andfor GNI " a. o
systems/data. * Jully 2019;
* Deacembier 2019; and
* March 2020,

Failura to predict and respond
to a significant disruption of
energy that adversaly affects
our customers and/or

the public.

Scenario 2 - An extended outage in tha US.

Included in the cluster testing of Scenario 9
and 10

Twao Board Strategy sessions held during the year:
*» bi-annual overviews;
= rgview of the gas businesa strateqies;

» axtarmnal reviews of operational izsues within the US gas business;
and

= review of the sequenca of events on Friday 9 August.

Catastrophic assst failure
resulting in a significant safety
andfor environmental event.

Scanario 3 - A gas trenamission pipsline
failura in the LIS,

Included in the chester tasting of Scenario 10.

= tha Board reviews the currant safety performance of the Company at
aach mesting:

= safety is a fundamental pricrity and is looked at in detail by the Safaty,

Ermironmant and Health Committes (SEH Committes) who have
dedegated authaority from the Board; and

= our Electricity and Gas Engineering Reports to the SEH Committes
alsa provide prograss updates on our assst managemant
improvements.

Failura to adequately identify,
collect, use and keap private
the physical and digital data
required to support Company
operationg g—-" <~ et

Scanario 5 - The breach of personal
data imformation.

» annual updates on the Company's information aystems.

National Grid plc

Annual Report 2019/

page 27

What is useful?

National Grid provides further information
about how each identified principal risk was
considered as part of a viability scenario (or
where principal risks were included in a
scenario as part of a cluster). In addition, the
company indicates how the risk and related
scenario has been considered by the Board
throughout the period.

Failura to bui
leadership ci
capacity (inc
planning) reg
our vision an

Failure to deliver any
customer, investor and wider
stakeholder propositions
due to increased political
and economic uncertainty.

Scenario 6 — The state ownership of
the energy sector in the UK.

The Board received updates and reviews of:

» tha impact of Hard Brexit and access to the Internal Energy Markert;
* proposed responsa to the Lebouwr Party's proposal to nationalise

UK's asssts;

= implementation of measures to strengthen ability to obtain fair price
for UK. assets if potential threat of state ownership meterialised; and

= UK and US regulatory strategies.

Failure to influence
future energy policy and

Scenario T — A poor cutcome of

RIID-2 megotiations.

secure satisfactory

ragulatory agreements.

and 10.

Included in the clester teafing of Scenario 9

The Board received updates and reviews of:
= US regulatory strategy;

= UK reguistory strategy;

= UK ESO regulatory strateqgy;

= key regulatory policy issues for 20019/20; and

= RIIO-2.

Failure to respond to the
asset failure resulting in a

significant safety and/or
environmental event.

Scenario 4 — Emerging technology leading to
significant numbers of pecple going “off grid’.

as well 85 technology and innovation.

» bi-anmual updates from National Grid Partnars; and
» during the year, Board strateqy sessions considered digitel strategy

Failure to respond to

Included in the cluster testing of Scenario 9

= Board brisfings including a weskly update from the CEQ and CFO on

disruptive factors caused and 10. OUF CTiSis management response;
by lhlir_cc:"'ll)-l_ﬁ PE"':E"“": = COVID-18 updates on operational issues, people sbsencas and
resulting in an impact on our wallbeing to the Board; and Finance Committes considerstion
networks, our people and of liquidity;
our financial targets. . ' . o ) .
= raview of our Businesa Continuity Planning response and effectivensss
of the Crisias Management controls to the SEH Committes; and
= briafings from the CF0 and finance team on possibla financial
impacts inchuding & ranga of scenaric modaling and planning.
Failure to respond to physical MA = Board brisfings reviewing our sustanabiity metrics to reflect and

and transitional impacts of
climate change and
demonstrate our leadership
within the energy sector.

track our impact and progress; and

= disclosures with the TCFD including physical and transitional

scanarnio analysis.
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Next plc What is useful?

Half Year Results July 2020 Next outlines the scenarios considered and the
pages 40 and 41 expected impact on sales and performance, and

other measures.

PART 3 - FULL YEAR SALES, PROFIT
AND CASH SCENARIOS

FULL PRICE SALES SCENARIOS

In the last thirteen weeks (since our stores reopened) Brand full price sales have been much better
than we anticipated, down -2% on last year. Unfortunately, we believe that recent sales are very
unlikely to be indicative of our sales performance for the rest of the year. We believe that sales in
August and September have been boosted by:

» Far fewer people taking overseas holidays in August
# Coolweather at the end of August and over the bank holiday boosting sales of Autumn weight
clothing. This contrasted with a bank holiday heat wave the previous year.

Our new central scenario assumes that sales will be down -12% for the rest of the year. This may
sound pessimistic, but we believe that it is realistic for the following reasons:

Furlough comes to an end in October, with all the economic discomfort that is likely to bring
The onset of colder weather might worsen the effects of the pandemic and the measures
required to contain it

# The recently implemented social distancing rule (the ‘rule of six'}, if still in force in December,
is likely to depress demand for gifts and clothing associated with traditional Christmas family
get togethers

In our downside scenario we assume that full price sales will be down -34% for the rest of the year.
This scenario reflects a level of sales decline that seems likely if we experience more widespread
lockdown measures and store closures.

The upside scenario assumes full price sales are down -4% for the rest of the year and almost certainly
represents the top end of what is achievable with the stock that we have bought for the second half.

15

Full price sales versus last year Upside Central Downside
First half -33% -33% -33%
Second half to date +4% +4% +4%
Rest of year scenario - 4% -12% -34%
Second half | -2% -8% -25%
Full year ‘ -17% - 20% -29%

PROFIT BEFORE TAX, CASH AND NET DEBT
Based on these three scenarios for full price sales, the expected profit, surplus cash and net debt at
the end of the year are set out below.

Profit before tax, cash and net debt Upside Central** Downside
Profit before tax £370m £300m £110m
Reduction in year end net debt £477m £462m £287m
Year end net debt™® £635m £650m £825m

Financial Reporting



https://www.nextplc.co.uk/~/media/Files/N/Next-PLC-V2/documents/2020/Website%20PDF.pdf#page=40

Looking back

It is important to remember that a different approach to reporting short-term risks is needed than that for longer-term risks. As
the time horizon becomes shorter, the level of information a user needs increases. Based on previous investor discussions,
useful disclosure is:

*  consistent and provides the context for changes;

*  relevant by focusing on the most relevant issues such as liquidity, solvency and operational matters;

*  reflective of timescales by clarifying timing of triggers to the risks and their run-off;

*  focused on impacts by providing information on impacts, changes to risks and their mitigation, and changes to risk appetite;
and

*  detailed by contextualising risks by geographies, operations or segments.

Two examples of interesting disclosure in this area, included in the June reports, were prepared by Informa and G4S in their 2019
Annual Reports.

Recent developments y

‘COVID-19, or ‘pandemic’ has been included by almost all companies as a new primary or emerging risk (refer to Dixons
Carphone). For most entities, this risk is considered to be pervasive and significant at least in the short term. However, whilst this
approach draws attention to the risk, it can reduce visibility around how individual components of the risk unwind — which will
become increasingly important as we begin to move to a post-COVID-19 situation.

Some companies have adopted an alternative approach. Instead of disclosing COVID-19 itself as a primary or emerging risk, some
companies have disclosed the effects the pandemic has had on their other risks and how the ‘rating’ of these risks has changed
since their previous reporting (refer to Land Securities and U + ).

A ‘blended’ approach in which a new COVID-19 risk has also been identified with other risks tailored to take the effect of COVID-
19 into account could also be useful.
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Disclosing the effects of the components of COVID-19 on other risks, rather than as a separate risk, may provide more useful
information to users. COVID-19 was an event that triggered a cascade of other risks. As we move into the longer term, the
longevity and nature of impact on the individual components of risk will be different. Therefore, what becomes important is
understanding the impacts, the actions and the mitigations at this component level rather than ‘pandemic risk’ as an individual
risk. The component risks associated with it (government regulation, lockdowns, effect on employees, securing funding and
financing and the general economic impact, for instance) may extend to the medium and longer term. Hence, instead of an
entity removing a principal (or emerging) risk, the explanation of the risk can be tailored instead.

Reporting on risks, uncertainties and scenarios

Investors and other stakeholders are increasingly looking for information from companies about how they will evolve, adapt and
respond to changes in the external business environment. The risks and uncertainties that could impact a company’s business
model, strategy and viability will vary over the short, medium and longer term. Given the significant reassessment many
companies are making to their longer-term business model and strategy, risk, uncertainty and scenario reporting is likely to
become even more important.

If you would be interested in finding out more about the Lab’s current project on the reporting of risks, uncertainties and
scenarios (and possibly take part) you can find details on the Lab’s section of the FRC’s website.

Financial Reporting
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Risks and potential impacts

1 covid-19

What is the risk?
Covid-19 has had an impact
across the Group’s business in
every operational function and
geography in order to comply
with government instructions.

— Deteriorating cash flow

Risk owner:
Group Chief Executive

What is the impact? How we manage it
- Reduced revenue and
profitability

— Colleague / customer

iliness or loss of life

What is useful?

A range of initiatives grouped under three ‘Big Priorities’ -
Keeping our Colleagues and Customers Safe, Helping our
Customers and Securing Our Future.

Risk category:
Strategic

Changes since
last report
This risk is new.

Dixons Carphone plc

Annual Report 2019/2020
page 20

Dixons Carphone has chosen to identify COVID-19 (or pandemic) as a risk on its own, but has discussed its impact, management and
change since the last report (in this instance, it is a ‘new’ risk).

COVID-19 RISK ASSESSMENT

e

(

We have set out below the principle risks we face as a business related to Covid-19 and how we are mitigating these.

Business risk

Mitigating factor/response

Changes

Planning delays: continued deferment of planning
consultations and committees delaying project
progress and monetisation

Virtual planning consultations and committees
will lead to decision-making by councils

New Planning Director and Community
Engagement Manager to support planning
success

Further contingency for planning delay
incorporated in future internal timelines

Removed future guidance for the short-term
in response to uncertainty

Construction delays: closure of sites and related
delays to project progress / monetisation

All our sites remained open during Covid-19

Urgent need for homes and mixed-use
schemes means construction is an essential
service

Schemes where planning has been achieved
will be prioritised

Earlier engagement internally and with third-
parties to agree strategy and acceleration
processes in the instance of site closures or
social distance working to ensure minimal
disruption

Reduced new business opportunities: challenges
in strengthening development and trading pipeline

Continued focus on opportunistic
acquisitions, with strong potential for value
creation

Structural demand for mixed-use schemes
remains; we have a strong existing pipeline to
deliver, with short and long-term gains
wisibility

Disruption presents opportunity — focused
new business team and widened capital
partner discussions to build scale

Widened team responsibility and
accountability for new business oversight
and generation to ensure access to new
opportunities, whilst increasing focus on
nurturing trusted relationships

18

U and | Group plc
COVID 19 Risk assessment

What is useful?

U + | released a separate
document, on the date of the
preliminary results release,
providing an update to its
principal risks due to COVID-
19 and the related
mitigations and changes.
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What is useful?

Land Securities has chosen to discuss the impacts of COVID-19 in the

context of the previously identified principal risks.

The change in the significance of the risk is considered, and the

Land Securities Group plc

responsible executive, as well as Key Risk Identifiers (KRIs), are identified.

Our principal risks
and uncertainties

continued

1. Customers

Structural changes in custorrer and consurmer spectations kading to a charge n
dernard for spoce ard the consequent impact on ircome.

Exomple KRIs

— UK re=t retail openirgs and shoppirg c=ntre wacancy rates (ectarral metric)
— &rmount of pecple wisiting cur assets

— Percantoge of lsose expiries ower our frve-pear plan

— 'Vioid rates across our portfolio

— Customer credit risk profile ond tenont counterparty risk

— Customer retemtion

— Like for liks rental ircome metrics

— Customer and space churn

Mitigation

— Cur Custormer Relationship Manogement proossses octiesly monitor our custormesr
base ard performance

— We have a robust credit policy and process which defireswhat level of credit risk
wewill oocept

— Cur Property Commmittes reviews coustomers at risk and ogrees the best plan of
oction, aswell as monitoring online sales trends

— The menthly maragerment oocourts resiew lzase spirizs, breaks, re-gears and
compare new lettings against estimated rental walus

— 'We measure footfoll ond retail sakes ot our shopping centres to provide insight
imto corsumer trends

— We rzgularty measure customer satisfoction acnoss our retail and offics customer base

Change inyear priar
o Covid-19

‘Weewers dready cperating in o tough
retal epwironment with a number of
company soluntary arrangements [(OAAs)
throughout the year, ard like-for-like
footfal ard retail sales declining We were
mioritoring our retailers at risk of CWA and
looking at more flecible l=asing options

in retail The office market had remained
resiient through 2019 We elevated this
risk lastyear to reflact the deterioration

in the retail markst.

Opportunity

Annual Report 2020
page 52

Covid-19 impact:
chamge since Dec-19

The Covid-19 outbreak is awery
chdlenging tirme for many busineszes
and, in porticular, some of cur retail
and leisure customers. 'We are regulorty
comrmunicating with our customers
and are engaged in comversations about
hrow w= con support them through this
difficult time. 'We continue to clossly
meonitor the cash collections of rents
across the whaole portfclic ard we baee
sean g matzrial reduction incash
collections in late March 2020, This
irdicates alikely inoeas= in business
failures ard we are dosaly monitoring
oy customers in finardal distress.

‘W sxpact to ses gregber non-pdy et
of remt as we move through 2020.

‘We have establshed a support fund
to prowide up to E80m of rent relief far
customers - around £15m of this furd
will support our FEE custormers and
the remaining £45m wil be allocoted
on a cose-by-cose basis to smal- and
madum-sized businesses,

Enbarce ard maintain our position as the portrer of choice for our custormers by

better understanding their needs.

Wi are assessing plars for Sgnificant mixed use developrments on our suburkan
Lendon retail sites whene we see opportunities to cregte walue.
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The Lab has published reports covering a wide range of reporting The FRC’s mission is to promote transparency and integrity in

topics. business. The FRC sets the UK Corporate Governance and
Stewardship Codes and UK standards for accounting and
Reports include: actuarial work; monitors and takes action to promote the

quality of corporate reporting; and operates independent
enforcement arrangements for accountants and actuaries. As
@ the Competent Authority for audit in the UK the FRC sets
. auditing and ethical standards and monitors and enforces
§ - audit quality.

The FRC does not accept any liability to any party for any
loss, damage or costs howsoever arising, whether directly or
Blockchain and the future of corporate reporting indirectly, whether in contract, tort or otherwise from any
How does it measure up? action or decision taken (or not taken) as a result of any
person relying on or otherwise using this document or
arising from any omission from it.
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