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Continuing momentum in the adoption of integrated reporting

Policy

¢

Regulatory signposting or
alignment in 16 countries
in addition to voluntary

adoption

Adoption

?

1,600 organizations across
64 countries

including every G20 economy

Global networks
with 2,000 participants including
500 in Brazil

Mainstream in South Africa and Japan

Academic evidence

shows that integrated reporting improves conditions
for long-term investment, reduces cost of capital,
improves performance and improves liquidity
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New examples integrated reporting around the world added to the <IR> database in 2018
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New Zealand multi-capital budget
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Figure 2 - The Treasury's Living
Standards Framework

Current Wellbeing

« Civic engagement and governance  + Income and consumption

+ Cultural identity + Jobs and earnings o
« Environment « Safety dgomi
* Health + Social connections

* Housing » Subjective wellbeing

+ Knowledge and skills + Time use

Indicators of Future Wellbeing

Natural Capital

Risk and resilience

Financial and Physical
Capital

Social Capital

Source: https://treasury.govt.nz/publications/budget-policy-statement/budget-policy-statement-2019-html © International Integrated Reporting Council
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Corporate Reporting Dialogue ‘Better Alignment’ Project
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Revised Australian Corporate Governance Code

Recommendation 4.2

The principles of integrated
reporting can be used in preparing
existing reports, for example, the

directors’ report or the operating
and financial review.

Source: https://www.asx.com.au/documents/regulation/cgc-principles-and-recommendations-fourth-edn.pdf © International Integrated Reporting Council
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Management commentary practice statement

Resources and relationships

Comparison to the ‘capitals’ concept in the <IR> Framework

(@)

(b)

We highlight the similarity between the emphasis on ‘resources and
relationships’ in our proposals and the 'capitals’ concept in the <IR> Framework.

We note that there is sometimes confusion about the role of the capitals in an
integrated report as the description of capitals may be seen as an objective for
the report, rather than as supporting the objective. We wish to avoid this
confusion and are therefore proposing to:

focus the description of resources and relationships on ‘fhose resources and
relationships whose continued availability and strength could affect the
prospects for future net cash inflows fo the entify’; and

give as examples resources and relationships that ‘provide the entity with a
competitive advantage " or 'if there is uncertainfy about the continued availability
of the resource or relationship that the entity depends on for its success’

The approach to the capitals in the <IR>= Framework is more high level than in
the staff's proposals, providing six categories of capital to consider. A downside
with this approach is that some commeonly important resources such as
custormer base and know-how are not listed explicitly. Therefore, we are
proposing guidance on the common resources and relationships that the
discussion in management commentary may need to include. A downside of
providing such guidance is that the guidance cannot list all resources and
relationships that may be impertant for an entity (for example, we do not
explicitly identify data assets, which may be important in some businesses).

Source: IFRS Foundation

Integrated Staff's proposed approach
Reporting Examples of ‘resources and relationships’ to be covered
‘Capitals’

Financlal +  Financial resources, and access to financial resources —
A1B(e)

Intallectual » Expertise, know-how, and other intellectual capital - A18(b)

Manufactured = Operating sites and infrastructure — A18(a)

Soclal and = Customer relationships, including the current and target

relationship customer and end-user base, the channels and partners
through which the entity distributes its products and services,
the entity’s markets and its position in them — A20{a)

»  Sourcing relationships, Including supplier and outsourcing
dependencies, and the features of the entity’s supply chain -
A20(b)

= Wider relationghips, including those with govermnment,
requlators, and society at large to the extent that those wider
relationships could affect the progpects for future net cash
inflows to the entity — A20(d)

» Brand and reputation — A18(c)

Human » Sitaffing refationships, including both those directly with
employees and those indirectly with employees and
contractors in the supply chain — A20(c)

Matural + Access to natural resources, whether licensed or unlicensed —

A18(d)

B (FRS

© International Integrated Reporting Council
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Recommendation agreed by the Securities and Exchange Commission (SEC)
Investor Advisory Committee, April 2019

"The disclosure system should evolve to include disclosure regarding intangible assets,

such as intellectual property and human capital.

Human capital is increasingly conceptualized as an investable asset. Modernizing the

Commiission's framework for corporate reporting generally should reflect these facts,

subject to the standard of materiality.”

© International Integrated Reporting Council
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I0SCO STATEMENT

D
0ICU-0SCO

International Organization of Securities Commissions
Organisation interationale des commissions de valeurs
Organizacéo Internacional das Comissdes de Valores
Organizacion Intemacional de Comisiones de Valores

AL 315V Siligd A gall Aalasdll

STATEMENT ON DISCLOSURE OF ESG MATTERS BY ISSUERS

18 January 2019

“The objective of this guidance is to facilitate
more consistent disclosure practices and
encourage firms to align their disclosures with
investors’ needs.”

Source: https://www.iosco.org/library/pubdocs/pdf/I0OSCOPD619.pdf

© International Integrated Reporting Council
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EY have found that

4%

of over 200 respondents to their institutional
investor survey see integrated reports as essential
or important
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Source: https://www.ey.com/Publication/vwLUAssets/ey-ccass-survey-2018-report/SFILE/ey-ccass-survey-2018-report.pdf © International Integrated Reporting Council
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Investor organizations’ united view on broader reporting

2:PRI

October 2018

Principles for
Responsible - lCGN 0.
Investm e nt International Corporate Governance Network i ’&

Investor Agenda For Corporate Esg Reporting

A Discussion Paper By Global Investor Organisations On Corporate Esg
Reporting

Authors:
Kris Douma, Principles for Responsible Investment
George Dallas, International Corporate Governance Network

WITH CONTRIBUTIONS FROM CERES, CFA INSTITUTE, GIIN, GSIA, ICGN, PRI AND wmw
UNEP-FI $ q

Source: https://d8g8t13e9vf2o.cloudfront.net/Uploads/h/u/x/esgreportingdiscussionpaper_996785.pdf © International Integrated Reporting Council
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Corporate information in the 215t century
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The <IR> Academic Databas
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http://www.iracademicdatabase.org/
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Journey so far

Level of support
and adoption of
integrated
reporting

Feasibility

Phaf—/—'

Creation

Phase

Breakthrough

Phase

Momentum

Global Adoption

2010-2011

2012-2014

2014-2017

2018-2020

2021-2025

W
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‘I believe that through the adoption of integrated
reporting internationally we can make real changes
to the way businesses and our markets as a whole
function. We can ensure that business is working for

society, for the planet and for all stakeholders’

Dominic Barton, October 2018

INTEGRATED REPORTING <IR)
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The Intergovernmental Panel on Climate Change

Cumulative emissions of CO2 and future non-CO: radiative forcing determine
the probability of limiting warming to 1.5°C

a) Observed global temperature change and modeled
responses to stylized anthropogenic emission and forcing pathways

Global warming relative to 1850-1900 (*C)

Observed monthly global
mean surface temperature

Estimated anthropogenic
warming to date and
likely range

Likely range of modeled responses to stylized pathways

Global COz2 emissions reach net zero in 2055 while net
non-COz radiative forcing is reduced after 2030 (grey inb, ¢ & d)

217 — [ Faster COz reductions (blue in b & ¢) result in a higher
probability of limiting warming to 1.5°C

~— [ Mo reduction of net non-CO: radiative forcing (purple in d)
results in a lower probability of limiting warming to 1.5°C

T T T T T T 1
1960 1980 2000 2020 2040 S ok El 51

Source: https://www.ipcc.ch/site/assets/uploads/sites/2/2018/07/SR15 SPM version stand alone LR.pdf © International Integrated Reporting Council
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World Economic Forum Landscaping exercise in ESG reporting ecosystem

|  Mon-exhaustive |
Types of raters
b ™
Accounting Accounting ega i
framework standard=s A 5 rics nvestor practices
; [T TR e -l",:lr" 1 "l.' ..I.
..,!; ol Eaerael Gﬁf’i—b w SUSTAMALYTICS q‘JFDP @ Wh’ﬂ:ﬂd #P’I‘E jm:rf:l&
-'.':J.. :-.--:1 I55-0ekom» RSP y n— Cimate

-_F Banchmarking -

<R e 0

S S THOSISON REUTLES '..'ria.'lf'.e.f‘q"'f G”N 4
I Soop o @ i -

el A
. FTSE4Good ' Deloitte.

@i'ir‘:-': - ROBECOS 1 fo Ceres il

— Grant Thormion -
sethos (o ) EEH o GGG

20 % R TanneTE |'l'ﬂ| .

CSRHUB® VE
cevalence ERM HriEanr

¥ pop S

@hrate @ =

= ws| P
VIZChiris

Source: WEF - Building an Effective Ecosystem for ESG Advisory Group project call 29 November 2018 © International Integrated Reporting Council



Inspiring global alignment through value creation

The IIRC’s Global Conference 2019

INTEGRATED REPORTING {IR>

Source: https://www.epic-value.com/static/epic-report-web-df894ad112b70406d9896c39f853deec.pdf
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Task Force on Climate-related Financial
Disclosures [TCFD) Reporting Framework:

Planetary Boundaries International
Framework Imtegrated Reporting
Framework

Sustainable
Accounting Standards
Board (SASE) Conceptual
Framework & Reporting

Standards
UN Sustainable
Development Goals

GRI Standards

The Hatural WYLl Stern CSB The Secial
Capital Protocol Framework Capital Protocol

OECD Ffamewnrk_fnr shared Valoe
measuring wellbeing E rk
and progress T
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McKinsey study on the future of reporting

0 The six primary frameworks and standards have different objectives (1/2)

Type of instrument

Framework

Principles for
“how” a
comporate
report is to
be structured

Standards

Detailed
requirements
on
disclosures,
i.e. “what” to
be reported
for each topic

Integrated

Focused

e
{R>
e
e e
@ TCFD
A,
GRI =
e
1
|
1
|
EPIC &
|
1
1
1
1
Business material information Externalities

Disclosure of matters with
effect on business?

Reporting focus

]
|
|
|
i
|
|
|
|

PR—

Disclosure of matters with
impact on society/environment

D Scope of environmental information only

— Incorporates forward-looking elements

1 While CDP is commonly attributed as a standard, it is not but a questionnaire and specialist system for corporations to disclose environmental sustainability information
2 E.g. Impact on business strategy execution, financial perfformance. value creation

SOURCE: Team Analysis; Expert interviews; documents of each reporting standard/framework

Source: ‘The future of reporting’, presentation by McKinsey & Co., IIRC Council, 11 April 2019

McKinsey & Company 15
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Value Creation
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Ten themes that inform the meaning of value creation

Value creation takes place within a context

Financial value is relevant, but not sufficient, for assessing value creation
Value is created from tangible and intangible assets

Value is created from private and public/common resources

Value is created for an organization and for others

Value is created from the connectivity between a wide range of factors
Value creation manifests itself in outcomes

Innovation is central to value creation

Values play a role in how and what type of value is created

Measures of value creation are evolving

Source: https://integratedreporting.org/wp-content/uploads/2013/08/Background-Paper-Value-Creation.pdf

© International Integrated Reporting Council
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16 - 17 May 2019
Royal Garden Hotel,
London, UK
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