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Introduction

The FRC’s Strategic Report Guidance provides considerable freedom for companies to develop their strategic report in a way that 
is most appropriate for their business.  This guide provides a summary of key features of the Guidance, focusing on areas 
that most commonly represent opportunities for improvement.  In the spirit of the Guidance, it is not intended to be 
prescriptive, nor does it attempt to provide a complete list of disclosures to suit every company.  

More than any other aspect of reporting, the strategic report places the onus for good disclosure on the preparer’s assessment of 
the matters most relevant to an understanding of underlying business value, and their identification of the most relevant information 
to support shareholder’s decision making.  Guidance grids have been provided for key content elements to prompt 
consideration of whether there are material matters to disclose. Reports shouldn’t aim to address every item on the grids.

References marked ‘§’ are to the FRC’s Guidance on the Strategic Report.  Other references are to the Companies Act (denoted by 
section numbers), and the Corporate Governance Code (‘Code’)



$

Key principles1:
— Provide shareholders with relevant information, useful for 

resource allocation decisions and assessing stewardship  (§3.2)
— Include information necessary for an understanding of the 

development, performance, position, or future prospects (§2.3)
— Information is material if omission or misrepresentation could 

influence the economic decisions shareholders take (§5.1)
— Be fair, balanced, and understandable, provide information 

necessary for shareholders to assess performance, business 
model, and strategy (Code: §27)

Warning signs:
— Matters in one part of the report are not followed up in the rest 

(e.g. no KPIs over key aspects of the business model)
— Key pieces of information are only presented outside the 

strategic report (e.g. in investor presentations)
— Key matters and performance measures discussed by the 

board but not addressed in the report

Would it shift readers’
assessments of the 
entity’s long term 
cash flow prospects 
or how they have 
been managed?

Sources of guidance:

Room for Improvement
Common issues & opportunities 
for improving reports; Illustrative 
KPIs for common subject areas

Viability assessments
Opportunities for improving 
viability assessments

Presenting performance
Applying the ESMA guidelines for 
alternative performance 
measures

kpmg.com/uk/betterbusinessreporting

Guidance: Addressing common weaknesses in strategic reports
Report element Key aspects to consider

Business model — Cover all material features of the business that it depends on for its success
— Provide sufficient detail to enable the impact of key matters to be assessed

Strategy — Cover strategy horizons in both the short and the longer term
— Address the underlying health of the business

Trends and factors — Cover long term competitive position as well as short term fluctuations
— Link issues raised to the discussion and analysis of strategy & performance

Risks and viability — Focus on material risks to shareholder value
— Link to related performance measures and the strategy for managing the risk

ESG factors — Focus on material risks to shareholder value
— Link issues raised to strategy & performance

Operational performance — Cover all aspects of performance that are strategically important
— Provide leading performance indicators and KPIs that align with strategy

Financial performance — Ensure the analysis of financial performance is clear & balanced
— Ensure presentation of non-GAAP measures is not misleading

1see Table 1 of the FRC’s Guidance on the Strategic Report for a full summary of objectives and legal requirements.

https://home.kpmg.com/uk/en/home/insights/2016/08/kpmg-survey-business-reporting-second-edition.html
https://home.kpmg.com/uk/en/home/insights/2016/09/viability-assessments.html
https://https/home.kpmg.com/content/dam/kpmg/uk/pdf/2016/12/CRT073643A_APM_Document_ACI.PDF
https://home.kpmg.com/content/dam/kpmg/uk/pdf/2016/12/CRT073643A_APM_Document_ACI.PDF
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Strategic Management

Business Model

Good business model disclosures:
Good disclosures give context for the rest of the report and a reference point for assessing the impacts of new issues 
as they arise through the year.  Pay particular care to these three aspects of the description:
— Scope: Don’t omit key aspects of the business model (notably know-how) critical to success.
— Detail: Enough to allow the reader to assess exposure to opportunities and risks as they arise, and focus on the 

aspects that are business critical – e.g. retaining the development team may be the priority for the staff base
— Perspective: Address both how the business operates (‘process’) and the resources and relationships that are 

important to it
These issues are covered in KPMG research and by the Financial Reporting Lab

Aspect Disclosure Assessment

A description of the 
business model 
s414C(8)(b) / s414CB(2)(a)

Set out the key business activities and processes:
Explain how the entity generates & preserves value over the
longer term (§7B.15). Focus on the business processes that 
are most important to the generation and preservation of 
value (§7.17). 

Be clear what makes the entity different from, and how it 
competes with its peers (§7B.18)

Business model detail 
(§7B.18)

Set out the key features of the business:
— How the entity is structured; 
— Its markets; How it engages with those markets; 
— Main products / services; 
— Main (categories of) customers and distribution methods
Provide sufficient granularity that the impact of matters raised 
elsewhere in the report can be understood

Resources & relationships 
(§7B.16)

Address the key resources and relationships that support 
the generation and preservation of value - i.e. key to 
business success

Linkage (§7B.13, 20) Don’t leave unanswered questions:
— Link to related KPI and risk disclosures that allow an 

assessment of progress against strategy for key issues
— The business model description should provide 

essential context for the matters raised throughout the 
strategic report

Guidance: Key features of the business model that may need to be described:
Address only those that are key to understanding the ongoing success of the business

Customers Brand
Suppliers 
& Inputs Staff

Know-
How Products

Operating 
Sites Processes

Are both the 
characteristics and scale 
of key assets / resources / 
relationships clear?

Are the features that the 
business is critically 
dependent on clear? 

https://home.kpmg.com/uk/en/home/insights/2016/08/kpmg-survey-business-reporting-second-edition.html
https://www.frc.org.uk/document-library/financial-reporting-lab/2018/implementation-study-business-model-reporting;-ri
https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=2&cad=rja&uact=8&ved=0ahUKEwiU1Z6a98HSAhVjLcAKHXiOAKAQFgglMAE&url=https://www.frc.org.uk/Our-Work/Publications/Financial-Reporting-Lab/FRC-Lab-Business-model-disclosure.pdf&usg=AFQjCNG0jk5VcMVXKX_X5rsgEMoii6hdTQ&bvm=bv.148747831,d.d2s


Document Classification: KPMG Public

4© 2019 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated 
with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

Strategic Management

Strategy

Providing a better strategy discussion:
— A structured description – start from the entity’s underlying commercial purpose – what problem / need does it 

exist to solve? How does this guide day to day decision making? 
— Strategy horizons – getting the balance right: Strategy discussions that focus solely on the most immediate 

returns (efficiency and investment initiatives) can miss bigger drivers of value that lie in the longer term.
— Don’t take the underlying health of the business for granted – Management of key business resources and 

relationships is likely to be a key part of long term strategy. 
These issues are covered in KPMG research

Aspect Disclosure Assessment

A description of the strategy 
s414C(8)(a)1

Purpose of the strategy description:
The description should provide a basis for assessing the entity’s 
development, performance, position and future prospects. 
(§7B.12).

Providing a structured description of strategy:
Purpose: Why the entity exists; (§7B.8) 
Objectives: Objectives the entity intends to achieve in pursuit of 
its purpose, allowing shareholders to assess the 
appropriateness of the strategy (§7B.9)
Strategy: How the business model is planned to be developed 
to meet the objectives (§7B.12)

Culture
(§7B.7)

Values & Culture – A description of values, desired behaviours, 
and culture puts the entity’s purpose into context

Time horizon
(§6.13)

Give due regard to the short-, medium- and long term 
implications of the fact or circumstance being described

Linkage
(§7B.12, 7B.20)

Don’t leave unanswered questions:
— Link to related KPI and risk disclosures that allow an 

assessment of progress against strategy for key issues
— The business model description should provide 

essential context for the matters raised throughout the 
strategic report

Guidance: Key features of strategy that may need to be described:
Address only those that are key to understanding the ongoing success of the business

Customer Brand
Suppliers 
& Inputs Staff Know-How Products

Operating 
Sites Processes

Shorter Term:
Operational improvements

Medium term: Addressing 
specific issues & 
opportunities

Longer Term: Maintaining 
underlying business health

1The Companies Act requirement applies to quoted companies only.

https://home.kpmg.com/uk/en/home/insights/2016/08/kpmg-survey-business-reporting-second-edition.html
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Business Environment

Trends and factors

Explaining trends and factors
Key reporting considerations -
— Linkage – Does the rest of the report provide enough information for readers to form their own views over the 

potential impact of the trend or factor?  For example, if the trend relates to one type of customer, does the 
business model description allow readers to scale the potential impacts of the trend

— Horizons – Does the discussion of trends address the business’s longer term competitive position in the market 
and the systemic challenges and opportunities it faces, as well as the shorter-term fluctuations affecting cost and 
revenue drivers?

Aspect Disclosure Assessment

Main trends and 
factors s414C(7)(a)1

Describe the main trends and factors likely to affect the future 
development, performance or position, (§7B.21) covering:
— Matters arising externally (both trends in the market and wider 

societal trends) (§7B.22) 
— Matters arising from internal sources, such as  investment projects 

(§7B.24)
— Matters that have or are expected to affect it (§7B.22)

Impact on the 
business (§7B.23)

Analyse the potential effect of the trends or factors identified on the entity’s 
development, performance, position, and future prospects (§7B.23)

Impact on 
stakeholders
s414CB(1)2

Consider the impact of the entity’s activities in the context of its ability to 
generate and preserve value over the longer term, including regulatory 
and societal trends  (§7B.45)
Include a description of the entity’s policies, outcomes, and due diligence 
in relation to impacts that are relevant in the context of the strategic report 
s414CB(2)(b),(c)

Quantification (§7B.25) If appropriate quantify the trend or factor and identify the source of 
evidence underpinning it. (§7B.25)

Linkage (§7B.26) The linkage of this type of information to other areas of the strategic report 
and the annual report will be particularly important. (§7B.26)

Guidance: Linking business environment disclosures to the rest of the report
Do other sections of the strategic report provide the information needed to assess the potential impact of, and progress in 
managing the key trends and factors?

Linkage considerations Assessment

Business Model Are the specific elements of the business model affected by the factor 
identified and is enough information provided to assess the potential 
impact on the business?

Strategy Does the strategy description addresses how the business intends to 
address the matter?

Performance Do KPIs address the current impact of the factor and the progress in 
managing it?
Are underlying factors behind developments in  historical financial and 
non-financial performance are picked up in the discussion of trends?

Risks Are the related principal risks and mitigations are identified?

1 The Companies Act requirement applies to quoted companies only
2 Applicable to companies required to prepare a non-financial information statement
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Business Environment

Risks

Providing more focused risk disclosures:
— Focus on the material risks to shareholder value – Longer-term strategic risks and risks of not realising key 

business opportunities can form a significant part of this, but are sometimes omitted
— Active management of risks – The most insightful discussions are dynamic, showing how the risk profile has 

been managed over time
— Managing through a crisis – most risk discussions show how the threat of a risk crystallising is mitigated, but 

fewer address how the board would monitor it and mitigate its effects if it did so. Both are important.

Aspect Disclosure Assessment

Identification of 
principal risks and 
uncertainties
s414C(2)(b)

Cover risks and uncertainties material to the entity’s development, 
performance, position or prospects (§7B.28)

Include where relevant:
— Both financial and non-financial risks (§7B.29)
— Internal (from strategic decisions, operations, organisation or 

behaviour) & external risks including systemic risk (§7B.29, 7B.31)
— Threats to business model, future performance, solvency and 

liquidity (§7B.30)

Description for each 
risk

Describe the relationships, products, and services likely to cause 
adverse impacts in those areas of risk (§7B.27)

In order to enable shareholders to assess the impact on the entity’s 
future prospects (§7B.32), describe for each risk:
— Its management (s414CB(2)(d)); and
— How it is mitigated (Code §28)

Detail explaining why the risks are material to the entity –
— likelihood
— circumstances where relevant;
— possible effects. (§7B.32)
Much of this detail should be apparent from a sufficiently granular 
business model description

Linkage — Explain how impacts arising from business relationships, products 
and services affect principal risks (§7B.34)

— KPIs should address the key sources of risks in the business 
model (§7B.69)

Guidance: Common challenges for risk disclosures -

Linkage considerations Assessment

Selection Address the risks that are relevant to an understanding of future prospects, 
including risks of not achieving business opportunities

Context Include sufficient description that the potential impact of the risk can be understood

Linkages that may 
support the discussion 
of each risk

— KPIs covering progress in 
managing the risk; 

— External trends and factors 
affecting the risk; 

— Business model context for the risk; 

— Strategies relevant to the risk; 
— Governance exercised over the risk
— Business impact disclosures
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Business Environment

Viability

Explaining the horizon:
— Commercial focus – The time horizon of the viability statement should be described in terms of the commercial 

factors affecting the business rather than limitations in its internal planning processes
— Don’t appear short-sighted - Most boards will look beyond the horizon of the viability statement.  The 

description of how and how far the board looks further ahead should provide valuable insight.

Explaining the conclusion:
— Be specific – The most insightful discussions identify the specific scenarios that have been stress tested.
— Managing through a crisis – Most risk discussions show how the threat of a risk crystallising is mitigated, but 

few address how the board would mitigate its effects if it did so.  
— Don’t forget qualifying assumptions – If the conclusion depends on the roll over of facilities or the meeting of 

covenants, this should be clear from the description of stress testing and / or any qualifying assumptions

See FRC Lab findings on Risk and Viability and KPMG Guidance on Viability reporting and practice

Aspect Disclosure Assessment

Viability assessment 
(Code §31)

Explain in the annual report how the directors have assessed prospects, 
over what period they have done so and why they consider that period to 
be appropriate. (Code §31)

State whether they have a reasonable expectation that the company will 
be able to continue in operation… drawing attention to any qualifications 
or assumptions. (Code §31)

Viability disclosures: Key considerations -

Guidance Assessed

Scenarios More insightful disclosures describe the specific scenarios considered

Mitigation Explain how the board would manage its way through the combinations 
of risks being considered

Period Choice of period is best justified by reference to commercial factors 
rather than limitations in the board’s planning process

https://www.frc.org.uk/document-library/financial-reporting-lab/2018/implementation-study-business-model-reporting;-ri
https://home.kpmg.com/uk/en/home/insights/2016/09/viability-assessments.html
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Business environment

ESG factors

Better disclosure of Environmental, Social, and Governance factors:
Separate corporate responsibility discussions can be helpful to meet other-stakeholder expectations of reporting, but 
it is important to recognise that the strategic report is a shareholder-focused document.  If a corporate responsibility 
issue is considered strategically important, the level and relevance of disclosures needs to be considered in the same 
way that they would for any other strategic issue.  Public policy disclosures may not be enough on their own to 
address this – for example, shareholders may place more importance on the exposure of key sites to carbon 
emissions control, rather than the company’s aggregate carbon emissions.

Note: Large companies will be required to make a ‘Section 172 statement’ for periods commencing 1 January 2019. 
Whilst the statement is not exclusively ESG focused, the factors noted below may be relevant to it.

Aspect Disclosure Assessment

Material specific 
issues
s414CB(1)1

To the extent necessary for an understanding of the company’s 
development, performance and position and the impact of its activity2, 
relating to, as a minimum (a) environmental matters; (b) the company’s 
employees; (c) social matters; (d) respect for human rights, and (e) anti-
corruption and anti-bribery matters. (s414CB(1))

Include information relevant to an understanding of development, 
performance, position or impacts affecting the long term success of the 
entity. (§7B.43), (§7B.47)

Describe the policies pursued, due diligence over, and outcome of those 
policies (s414CB(2)(b),(c))
Provide KPIs where appropriate (§7B.56) 

Public policy 
disclosures
s416(15), s414C(8)

Where practical: CO2 from (i) own activities including use of fuel / 
operation of facilities; and (ii) the purchase of electricity, heat, steam or 
cooling.  Provide a ratio of annual emissions to an activity measure. 
(s416(15))

Gender split of directors; senior managers; and employees s414C(8)

Guidance: Adapting ESG disclosures to reflect materiality –
It may help to consider ESG disclosures in the context of four different levels of potential impact to the business

Type of issue Features Potentially relevant disclosures Assessment

Game 
changers

Issues and opportunities of core importance to the 
long-term shape or viability of the business model. 
E.g. loss of an operating license, loss of access to
key resources.

Progress in managing the risk KPI
Other detail as below

Direct impact 
issues

Less significant in terms of scale but still of interest 
because of their greater likelihood and direct 
consequence on the business’s underlying 
performance.

Detail to assess potential scale of 
impact
Risk indicators & Governance 
discussion

Hygiene 
factors

Issues that, if not managed effectively, could severely 
damage business performance

Governance discussion
Risk indicator KPIs, e.g. levels of 
maintenance expenditure / 
customer satisfaction

Other Issues don’t have a material bearing on business 
value but may interest specific stakeholder groups

Separate reporting outside the 
annual report

1 Applicable to entities required to prepare a non-financial information statement
2 The report must state those matters not covered because they are not considered necessary for this understanding
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Business performance

Operational performance

Operational performance:
A range of operational KPIs are typically required to provide insight into the material factors affecting an entity’s 
performance and prospects.  The relevance of measures reported requires careful consideration – they should 
support shareholders’ assessment of the progress in managing the matters affecting the business, and the potential 
implications for future financial performance.  Indicators should:
— Be those that are most relevant to shareholder needs.  They may need to be adapted to address specific issues 

within the business – e.g. the entity may be critically dependent on staff retention, but only the R&D function
— Align with the entity’s strategic priorities, showing progress implementing them and providing insight into its 

strategic prospects
— address both short and longer-term aspects of performance, including the extent to which underlying business 

health is maintained.  Many measures are most relevant in track record form, for example, showing 5 year trends

Guidance and illustrative KPIs are available in KPMG’s Room for Improvement publication and from the Lab report -
Performance Metrics

Aspect Disclosure Assessment

Use and analysis of 
non-financial KPIs1

s414C(4) / s414CB(2)(e)

Include the non-financial key performance indicators that are relevant to 
an understanding of development, performance, position (s414), and 
future prospects (§2.3)
To determine which non-financial measures to include, first identify the 
matters material to the business, then determine the information required 
to support an understanding of each (§5.11)

Matters to be 
addressed by KPIs

Progress against objectives and strategy (7B.69)

Progress in managing principal risks (7B.69)

Address matters potentially affecting long term sustainability, including 
the impact of the entity’s activities (7B.70)

Address the key sources of value in the business model (7B.69) –
for example: corporate reputation, brand strength, and market 
position; customer base; natural resources; staff base; know-how / 
intellectual capital

Address matters relevant to an understanding of the entity’s 
development, performance, position (s414CB(2)(e))

Include indicators of future financial prospects (§7.70) 

Guidance: Linking performance disclosures to the rest of the report
Do other sections of the strategic report raise questions that should be answered by an operational KPI?

Customer

Brand / 
Market 
Share Efficiency Staff Know-How Product

Performance & progress against 
strategy

Leading indicators of 
performance

Impact of and exposure to 
trends

Risk monitoring & management

1 The Companies Act requirement does not apply to medium-sized companies

https://home.kpmg.com/uk/en/home/insights/2016/08/kpmg-survey-business-reporting-second-edition.html
https://www.frc.org.uk/document-library/financial-reporting-lab/2018/lab-performance-metrics
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$Business Performance

Financial performance

GAAP performance as the starting point:
Financial performance discussion should provide a clear connection between GAAP financial performance and the 
operational factors underlying it.  The discussion should provide the information shareholders need to assess the 
entity’s performance, position, and prospects, including factors affecting it in the longer term,
— Use of charts (e.g. earnings bridges) and tables is often clearer than embedding numbers in text
— Non-GAAP measures can support a clearer narrative by disaggregating the factors driving total performance, but 

care must be taken over selective presentation, relevance, and accuracy of adjustments (see below)
— Supplementary analysis of key GAAP amounts (e.g. growth component of capex, revenue drivers) can be 

particularly important for shareholders’ understanding of both future financial prospects and how the business is 
being managed to support them

Guidance is available in Presenting performance and from the Lab report - Performance Metrics

Aspect Disclosures Assessment

Explaining the 
financial statements
Section 
s414C(2)(a)/(3)/(4)

A fair, balanced and comprehensive review using KPIs and analysis complementing 
the financial statements, covering
— additional explanations of amounts recognised in the financial statements 

s414C(12); and 
— Explanations in the context of the entity’s strategy (§7B.61), its external 

environment, prior performance and targets (§7B.63)

Scope of analysis, 
including matters 
relevant to future 
prospects
(§2.3) 

Include information necessary for an understanding of the development, 
performance, position or future prospects of the
entity(§2.3)  The analysis should cover factors that may affect future cash flows 
(§7B.62) (including any material factors affecting the longer term financial
performance of the entity)

Cash flows and 
liquidity (§7B.62)

Where appropriate, discuss current and prospective liquidity and the entity’s ability 
to fund its stated strategy (§7B.62)

APM Presentation
(§7B.76), ESMA
Guidance: 
ESMA/2015/1415en

Don’t present APMs with more prominence than IFRS measures or use labels that 
might be confused with an IFRS measure 
(ESMA §22, 35-36)

Clearly define and explain APMs, including basis of calculation, material 
assumptions, and economic justification (ESMA §20, 33-34)

Don’t mislabel items as non-recurring, infrequent, or unusual 
(ESMA §24-25)

Give a clear reconciliation of APMs to IFRS measures, explaining reconciling items 
and changes in calculation (ESMA §26-32, §41). Clear signposting to this 
reconciliation is important

Non-GAAP measures: Key considerations

Issue Assessed

Red flags Particular care is needed where 
adjustments cause key ratios to 
cross or approach a key threshold

Disaggregation 
accuracy

Consideration should be given to 
the accuracy of items that do not 
come directly from the financials

Like for like 
measures

Like for like measures should be 
used and applied on a consistent 
basis

Issue Assessed

Restructuring 
costs

Some restructuring costs are a 
routine part of the business cycle

Gains and 
losses

Where non-recurring losses are 
adjusted, non-recurring gains 
should also be adjusted 

Amortisation M&A can be an ongoing cost in 
some business models.  Related 
charges should be treated 
accordingly

https://home.kpmg.com/uk/en/home/insights/2016/12/presenting-performance-the-journey-to-greater-clarity.html
https://www.frc.org.uk/document-library/financial-reporting-lab/2018/lab-performance-metrics
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Reviewing your report

Fair, balanced, understandable?

Stepping back from the detail
Entities have considerable freedom to ‘tell their own story’ in the strategic report.  It is particularly important then to 
consider whether the report as whole tells the whole story in a fair balanced and understandable manner.  The report 
should address the information available to management that is relevant to a shareholder’s assessment of (i) the 
entity’s future prospects; and (ii) the management of its resources to support those prospects.  

The questions below are intended as prompts for a high level review of a strategic report:

Question Considerations Assessment

Does the report 
address what’s really 
important to the 
future of the 
business?

Does the report address the matters that are strategically 
important to the success of the business both in the short term 
and over the future life of the business?

Does the report address the resources and relationships that 
underpin the underlying health of the business?

Does the report 
provide the 
information 
shareholders need to 
assess progress and 
implications of each 
matter raised?

Is the range of internal information (both financial and 
operational) used to manage and monitor the business reflected 
in the strategic report?  
Is the information and analysis presented sufficient to support 
shareholder analysis of the progress managing and implications 
of each matter?

Are there any measures presented or planned to be presented in 
investor presentations that are not covered in the strategic 
report?

Does the report leave unanswered questions? For example:
— A matter (e.g. a risk or trend) is identified as a strategic 

priority but the report doesn’t identify progress in managing it
— A strategic objective is identified, but the report doesn’t 

address progress in delivering it
— An issue or opportunity is raised, but the report does not 

provide sufficient quantitative information for a reader to 
assess its potential implications

Does the report 
support a Fair, 
Balanced, and 
Understandable 
annual report?

Is the overall tone and content of the strategic report consistent 
with the entity’s performance, position, and prospects?

Is equal prominence given to both positive and negative factors
Does the omission of individual matters or information that may 
be interpreted negatively have an impact on how the overall tone 
of the report?

Where choices have been made over the selection of information 
to present in relation to a matter, could those choices unduly 
influence how a shareholder interprets the matter?
Where ranges of scenarios are presented (for example ‘the 
market may be worth up to $x bn’), would the selection and 
presentation of the range unduly influence a reader?

Where changes have been made to content, presentation, or 
basis of calculation over prior periods, would the new approach 
unduly influence a reader’s interpretation of the report?
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