
52      BRAVIDA ANNUAL REPORT 2017

DIRECTORS’ REPORT

SIGNIFICANT RISKS AND UNCERTAINTIES 
All business operations are associated with and entail risk. If correctly man-
aged, risks can be turned into opportunities and add value to the business, 
while risks that are not correctly managed can lead to incidents and losses. 

Bravida has a model and process for identifying and evaluating the 
Group’s risks, and in 2017 its risk management work was formalised and 
developed. In its operations Bravida is exposed to various types of risk – 
operational, financial and market risk. 

Risk management 
The Chief Executive Officer is ultimately responsible for ensuring good 
risk management throughout the Group in accordance with the Board’s 
guidelines and instructions. Heads of Division and Heads of Group ser-
vices are responsible for implementing risk management in their respec-
tive divisions and areas of responsibility. Ownership of the management 
of risks identified by a risk audit lies with the respective division. The 
results of the risk audit are reported continually to Group management 
and the Board.

Market risk
Bravida continually assesses and evaluates the risks to which the Group is and may be exposed. Critical external risks are mainly managed through strategic busi-
ness plan measures, but are also managed operationally in the organisation. Fluctuations in general market conditions, financial turmoil and political decisions 
are the main external factors that can have an impact on demand for residential and commercial new production and industrial and public-sector investment. 
Demand for service and maintenance is less sensitive to economic fluctuations.

AREA OF RISK DESCRIPTION MANAGEMENT

Changes in operating 
environment

Two key trends that affect demand for construction activity 
in the Nordics are urbanisation and energy efficiency. This 
is currently leading to significant public investment and 
housing refurbishment and new-builds. Such investment 
requires strong public finances, a stable labour market and 
low interest rates. 

Bravida needs to continue monitoring developments in the 
market in order to adapt. Bravida has wide-ranging expertise 
which, together with a flexible cost structure, enabling Bravi-
da to adapt its organisation to changes in circumstances.

Economic conditions Fluctuations in the economy affect the building services 
sector, which is sensitive to market fluctuations and 
political decisions that can have an impact on demand 
for residential and commercial new builds and industrial 
and public-sector investment. Demand for service and 
maintenance work is not as sensitive to fluctuations in the 
economic cycle. 

Almost half of Bravida’s sales come from its service business, 
which has historically been relatively little affected by fluctua-
tions in the economy. In addition, refurbishment and mainte-
nance account for around 15 percent of sales. Bravida is not 
dependent on any individual customers, as the Group has 
more than 50,000 customers across a range of segments. 
Bravida has a diversified customer structure with a large 
percentage of relatively small projects, and is consequently 
not dependent on individual customers or assignments. 

Financial risk
Through its operations Bravida is exposed to various types of financial risk. Financial risk mainly includes interest rate, currency, financing and credit risk. The 
Group’s financial operations and management of financial risk are centralised within Group Finance. Business is conducted based on a financial policy set by the 
Board and reviewed and established by the Board annually. Its purpose is to minimise the Group’s cost of capital through effective financial solutions and effective 
management and control of the Group’s financial risks. Credit risk in business operations is managed locally, however, supported by a groupwide credit monitor-
ing and analysis system. For further information about the management of financial risk, see Note 27.

AREA OF RISK DESCRIPTION MANAGEMENT

Interest rate risk Interest rate risk refers to the risk of changes in the market 
interest rate affecting the Group’s net interest income and 
cash flow.

Bravida has established principles for managing interest 
rate risk in its financial policy, which stipulates short fixed-
interest periods.

Currency risk Currency risk refers to the risk of exchange rate fluctua-
tions adversely affecting the Group’s income statement, 
balance sheet and cash flow. Currency risk can be divided 
into transaction exposure and translation exposure.

Bravida’s transaction exposure is relatively limited because 
the majority of sales and expenditure are in local currency, 
with a minor exposure to imported components. Bravida’s 
translation exposure policy is not hedged for currency risk, 
and a strengthening of the Swedish krona against the NOK, 
EUR and DKK has a negative effect on sales and operating 
profit. All financing takes place in SEK.

Financing and liquidity 
risk

Bravida’s financing risk comprises the risk of being unable 
to raise new, or refinance existing, loans with acceptable 
conditions. The Group is also exposed to liquidity risk, 
which is defined as the risk of not being able to fulfil im-
mediate payment obligations.

Responsibility for Bravida’s financial transactions and 
risk lies with the Group Finance department, which works 
according to a policy established by the Board. Financing 
consists of a long-term credit agreement valid until 2020 
and the issuing of short-term commercial paper. 

Credit risk There is always a risk that a counterparty will be unable 
to meet its commitments. Deficient control of customer 
creditworthiness poses a risk of Bravida carrying out work 
for customers that cannot meet their commitments, with a 
risk of bad debts.

The credit rating of all customers is checked before a project 
begins. In those countries in which it operates, Bravida has 
a customer credit department that operates according to 
established risk assumption guidelines. Bravida has histori-
cally had a low level of bad debts.
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Operational risk
Operational risk relates to day-to-day operations and is often possible to influence, so this is usually regulated through policies, guidelines and instructions. 
Management of this risk is part of Bravida’s ongoing business process.

AREA OF RISK DESCRIPTION MANAGEMENT

Employees The current labour market situation may pose challenges 
in attracting and retaining the right personnel. Retain-
ing and recruiting the right personnel is key to Bravida’s 
growth in the future as competition and the need for 
talented engineers, technicians and fitters increases.

Over the past year, Bravida has been working on its employ-
ment offering and has developed a competitive offering to 
attract employees. The Group invests in continual training, 
skills enhancement and leadership development through ini-
tiatives such as the Bravida School with the aim of retaining 
employees and providing professional development.

Corporate culture There is a risk of Bravida’s corporate culture not being 
upheld. Our corporate culture and way of working make 
us unique in the market There is a risk of this not being 
maintained by the company in the face of new competitors, 
as well as a changing operating environment combined 
with many new employees and a number of corporate 
acquisitions.

The Bravida School is constantly being developed to ensure 
our corporate culture is maintained and developed.

Business ethics Bravida’s code of conduct provides the basis for our be-
haviour. The code of conduct sets out our values and our 
approach to business ethics. There is a risk of individual 
employees not adhering to our values and damaging 
Bravida’s reputation and brand.

All Bravida employees must read and be familiar with the 
code of conduct. In 2018, a wide-ranging training initiative 
will be undertaken throughout the Group.
In addition, Bravida also takes a reactive approach in the 
form of monitoring and internal controls.

Projects As the majority of Bravida’s installation projects are based 
on fixed-price contracts, any errors in the calculation of 
costs could have an adverse effect on margins. Extended 
and large service assignments are regulated through 
framework agreements that specify hourly rates and the 
price of materials.

Bravida has a an established procedure for managing 
tenders, and for some years now has adopted a ‘grandfather’ 
principle, whereby large projects must be presented to and 
approved by a superior.

Quality management Bravida is responsible for the quality delivered in its own 
work, that of its subcontractors and its own selected 
products.

    Delivery quality risk Bravida is responsible for the quality delivered in its own 
work, that of its subcontractors and the products it installs. 
Inadequate quality could result in both increased costs 
and an adverse impact on Bravida’s reputation.

Trained, skilled staff and consistent use of our Group-wide 
business systems and methods ensure a high standard in 
the work that we deliver. 

    Subcontractor risk The conduct of subcontractors could have an adverse 
impact on Bravida’s reputation and brand if a subcontrac-
tor does not comply with Bravida’s code of conduct.

Quality assurance of Bravida’s subcontractors has been in 
place since 2016.

    Product quality risk Deficiencies in the quality of the products that Bravida 
installs could have an adverse impact on reputation among 
customers and lead to increased costs.

Bravida has warranties from the suppliers of products it 
uses.

IT 
Security and accessibility

Bravida uses information systems and other technology to 
manage and administer the business. Unplanned disrup-
tions may lead to loss of income and have an adverse 
impact on reputation and brand.

Bravida continually maintains and reviews IT security to 
ensure a stable IT environment. Bravida has secured its IT 
operations by having resources available both internally and 
externally so any unplanned disruptions to IT operations can 
be quickly rectified.

A number of areas of risk have been identified in Bravida’s risk man-
agement process. A selection of these and an overall description of each 
area of risk are set out below. Financial risk management is described in 
further detail in Note 27.

Risk management is also defined to some extent in Bravida’s manage-
mentsystem. The Group’s systematic work on quality and environmental 
issues as well as occupational health and safety issues are key elements of 
the management system. 




