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Sustainability
reporting

Environmental impact Reports
Employees reports

Corporate Social Responsibility Reports
Corporate Governance reports

GRI

Shlft to other forms Of reporting — no understandable framework




Strategy

h 44%

do not look beyond

short-term initiatives
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What'’s missing from corporate reports?
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} Summary of issues called for Integrated Reporting
[ The ‘why’ of IR]

N
The development of <IR> is based on key insights:

» Not just financial but wider matters

» Increasing value in business is driven by a range of capitals
» Reporting is fragmented — the story is lost in detall

» Users want to read about value creation over time

» Better reporting can help to unlock long-term investment

Source: IIRC



}) Global timeline for IR
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Integrated thinking:

“The active consideration by an organisation of
the relationships between its various operating
and functional units and the capitals that the
organisation uses or affects .



Integrated Reporting:

“A concise communication about how an
organisation’s strategy, governance,
performance and prospects, in the context
of its external environment, lead to the
creation of value over the short, medium and
long term.”






}) The capitals

Financial
capital

» Capitals are interrelated and
tradeoffs are likely to occur

Manufactured

capital » Some types of capitals are

more important than others

Social and
relationship
capital

» Reporting on performance
through narrative or quantified
KPI's

Natural

capital

» Ownership of the capitals



Business model - value creation process
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External environment

Value creation (preservation, diminution) over time
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Integrated Reporting Framework - principle based approach
- Guiding principles
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: , _ THE INTERMATIONAL
1. Strategic focus and future orientation <lfc> FRAMEWORK

Connectivity of information (telling the story)

Stakeholder relationships

Conciseness (accessibility vs No pages)

2.
3
4. Materiality (significant)
5
6. Reliability and completeness
7

. Consistency and comparability




Integrated Reporting Framework - principle based approach
- Content elements: fundamentally linked to each other, not mutually exclusive
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. . . THE INTERMATIONAL
1. Organisational overview and external <If> FRAMEWORK

environment
Governance

Business model

Risks and opportunities
Strategy and resource allocation
Performance

Outlook

Basis of presentation
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IR for SME,

CREATING VALUE FOR SMEs
THROUGH INTEGRATED THINKING

THE BENEFITS OF INTEGRATED REPORTING <IR>
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(" Better understanding = integrated thinking ) 3

(“Beter communication = an integrated report )
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INTEGRATED REPORTING <IR> Feduraton”

Public sector

Integrated thinking
and reporting

An introduction for leaders

@ WORLD BANK GROUP

IMTEGRATED REPORTRNG <JR »

CIPFA". Tha Chariersd Tutitaia ol
'll Pullic Firarce & dcomaslonog

“Public sector
organizations are
increasingly challenged
with maintaining or
iImproving outcomes
within the same or
reducing resources.

Communicating how,
and how well prepared
they are, to achieve this
is critical to public
accountability”.
Professor Mervyn King,
Chairman, IIRC



Presenter
Presentation Notes
Creating Value for SMEs through Integrated Thinking: The Benefits of Integrated Reporting,” published by the International Federation of Accountants (IFAC) and the International Integrated Reporting Council (IIRC), highlights how SMEs—and the professional accountants serving them—can benefit from integrated thinking and reporting.


Implementation globall
P g y

» Findings of global <IR> implementation review to be shared at
IRC Convention on 12 and 13 October, 2017 in Amsterdam

» South Africa, Malaysia, Australia, Japan (300 Com), Sri Lanka,

» A significant number of the UK's FTSE listed companies have adopt IR
including United Utilities, Unilever, Diageo, HSBC and Marks & Spencer.

» 55% increase of listed companies adopting Integrated Reporting in the
Netherlands in 2017 (28 listed Companies)

» Africa Integrated Reporting Committee — PAFA and World Bank



Noted wins to date....

“IR is the future of reporting and

future of accounting profession”
Prof Mervyn King, Chairman, IIRC



Notable benefits
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A report by the IIRC and Black Sun? that surveyed 66 organizations (mostly companies) found that <IR>
helps to build stronger relationships and a better understanding with providers of financial capital:

56% 52% 87% 79"

report a positive report a positive believe providers believe providers of
benefit in relations with benefit in relations of financial capital financial capital have greater
institutional investors with analysts better understand the confidence in long-term

organization’s strategy viability of business models



A Nanyang Business School
study looks at the
association between <IR>
and company valuation.

A score was constructed
based on the level of
disclosure of and the
market valuation of equity
by investors was also
measured.

Findings show that firms
with a higher score have a
higher market valuation.

INTEGRATED REPORTING <IR

Relationship between <IR> Score and Market Valuation (Tobin’s Q)

Tobin's Q

<IR> Score



} South Africa - Directors views

» Integrated Reporting drives integrated
thinking (78% executives)

» Integrated thinking improves decision-making
at management level (74% executives)

» Integrated thinking improves decision making
at board level (72% executives)






South Africa time line
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JSE Socially
Responsible Investing IRCSA - IR
Ind . : IRC SA endorsed
naex King 111/ ISE Discussion King IV/JSE
. s in
King 11/ JSE (GRI guidelines) ) g paper IRC IR Integrated
“Systainability Integrated Framework  Thinking and IR
_ Reporting”
Reporting”

2002 2004 2010 2011 2014 20‘16
IRC SA established 5 Sector

supplements



Presenter
Presentation Notes
1. 


Prof Mervin King

explains IR in South
Africa
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Presenter
Presentation Notes
Play a You tube (7 minutes)

https://www.youtube.com/watch?v=6HRB7aMvT08

Implementation since 2011

(Source: EY Excellence in IR Awards 2016-
A survey of integrated reports from South Africa’s
top 100 JSE listed companies and top ten state-

owned companies

EY

Building a better
working world




Evolution of IR
in South Africa




. Significant im provement in quality of integrated reports over last five years
improved CONNECtedness of information
Evidence of innovation in l@yOUt and structure
Improved articulation of DUSINE@SS Models
Positive trends . Greater use of W@DSIt@S tor detailed and compliance information
Focus on how gOVernance structures promote value creation
Better use of INFOQraPNICS, navigation tools and cross reference

8. Useof "pop'up" narratiVES to explain key numbers

n H n
9. More companies referring to the Capltal S

10. Trend towards CONCISENESS




After five years almost 40% of JSE listed companies are still r'IOt making an effort to
produce an integrated report

Too much emphasis on finanCial pE l‘fo rMance and not enough on strategy and

value creation

Still not much evidence of inteql‘ated thin kinq
Negati‘ue trends TradE'foS between Capitals not given enough prominence

Lack of meaningful KPIs
No clear distinction between ' OUTPUtS" and ""OUutcomes"
Strategies to achieve strategic objectives are often lacking
8. Tendency to concentrate on pOSiti\fE ISSUES rather than more balanced reporting
9. still too much COMPIiANCE information
10. Executive directors' emoluments stii poorty handied
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Resources, examples

Other sources
www.inteqratedreporting.org » IFAC www.ifac.org

» IRC SA
http://integratedreportingsa.org

INTEGRATED REPORTING <IR>

Welcome to the IIRC’s new website, the home of T T = T e SA C O m pa n i es

Integrated Reporting.

<IR> is enhancing the way organizations think, plan and report the story of their

Wt The oo o bt ropring » Kumba lron Ore
Organizations are using <IR> to communicate a clear, concise, integrated story
that explains how all of their resources are creating value. <IR> is helping
businesses to think holistically about their strategy and plans, make informed . -
decisions and manage key risks to build investor and stakeholder confidence and R d f P

S edefine Properties
: » IN r I
Be

» Nedbank Group Ltd

How? Practical advice and tools

den
improve future performance. It is shaped by a diverse tion ding business
leaders and investors to drive a global evolution in corporate reporting.

pa

1t of the <IR> movement. When? Advocate for global adoption



http://www.integratedreporting.org/
http://www.ifac.org/
http://integratedreportingsa.org/
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Thank you

Summary: Deloitte video

World Bank stands ready
to support

Questions

Comments
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https://www.youtube.com/watch?v=Hx4dvrIunpw
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