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Why corporate reporting needed to change?
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What is driving the capital markets to focus on 
Intangibles, including ESG matters?

Larry Fink 
Blackrock CEO

Sustainable development goals

Modem 
slavery / 
Human rights

Task force on climate related 
financial 

disclosures

• Geopolitical tension/ nationalism
• Public trust/ governance 
• Infrastructure & long term 

investment gap (energy)
• Social media (‘fake news’)
• Technology (AI, robotics)
• Litigation

Covid-19

Global sustainable investment is 36% of global FUM

IFRS Foundation 
& ISSB (setting up
In Nov. 2021)

Source KPMG



The Business Opportunity – Intangible (incl. ESG) Value 



Integrated Reporting – Principles and Benefits

The Integrated Reporting Framework is made up of:
• Fundamental concepts (refer below)
• Content elements (9 elements)
• Guiding principles (7 principles)

What is Integrated Reporting?

Business model (the value creation process) Value creation The 6 capitals

The 3 fundamental concepts



What is integrated thinking?

Integrated thinking

The active consideration by an organization of the relationships between 

its various operating and functional units and the capitals that the 

organization uses or affects. Integrated thinking leads to integrated 

decision-making and actions that consider the creation of value over the 

short, medium and long term.

(<IR> Framework, Glossary)

“
“



How do you know when you have achieved integrated 
thinking?

‘When there is no longer separation between nonfinancial and financial performance on 

the company-wide acceptance that each affects each other. When all functions and 

divisions share in the company’s strategy and work together to achieve it. When decision 

making is carried out with a longer-term view on value creation and how the decisions 

impact on the company’s resources and relationships.’ 

(Mervyn King, Leigh Roberts (2013): 

Integrate – Doing Business in the 21st Century)



Why is integrated thinking important?

Integrated thinking involves consideration of an organization’s resources and 

relationships and risks and opportunities in strategy and daily management

Business Model
How?

Resources

Risks

Stakeholders

Opportunities

(Mervyn King, Leigh Roberts (2013): Integrate – Doing Business in the 21st Century)



Example of Integrated Thinking

Two options:

What questions do you 
have? 

What capitals do they 
relate to? 

Machine A

OR 

Machine B 



Integrated Thinking Principles supports more holistic decision 
making, including for ESG matters (2021)

• VRF’s Integrated Thinking Principles create the right environment to embed 
Integrated Thinking in an organisation. 

• Designed to be embedded in an organisation’s business model & applied 
across key activities overseen by TCWG & managed by management. 

• The Principles are interconnected & implemented on 3 levels: 
• Level 1: questions on how widely each Principle has been adopted
• Level 2: tests how deeply the Principles have been embedded
• Level 3: tools, practices & processes to bring integrated thinking to life.

• Principles help unlock the full intrinsic value of an organisation’s intangibles 
& communicate this to investors in an integrated report.

• Leads to better investor assessments of how an organisation creates, 
preserves or erodes value over time. 

• Supports a stronger WACC, more robust forecasts of future cash flows, & so 
higher market capitalization.



Roles of TCWG vs Management

• TCWG (Board) are charged with directing the company in the best interest of 

shareholders and other stakeholders

• Executive management are charged with executing and implementing the Boards 

directives and delivering the planned short, medium and long-term value

• TCWG must apply integrated thinking characteristics to all decisions in supporting the 

Executive team

• TCWG under pressure following Banking Royal Commission and subsequent update of 

the ASX Corporate Governance Principles and Recommendations. 



Source: CLP 2021 Annual Report p. 35



AGL’s Corporate Governance Disclosure





TCWG – key characteristics

•Example: Sasol 2019 Integrated Report

BOARD DIVERSITY
The diversity and skills of the Board ensures that Sasol is steered to deliver growth to all our 
stakeholders. The Board approves the strategy and has ultimate control of the company according to its 
Memorandum of Incorporation and Board Charter. Through its oversight and strategic steer, it ensures 
that Sasol capitalises on its opportunities as an ethical, decisive and responsible corporate citizen. The 
careful selection of individual directors, to ensure the most appropriate combination of expertise and 
experience, underpins the effectiveness of the Board in fulfilling its role.



Source: SAICA (February 2015) Integrated Thinking –

An exploratory survey http:// www.integratedreportingsa.org

TCWG’s role in driving integrated thinking

There are 4 steps in TCWG’s role to lead implementation of integrated thinking:

1. Identify the resources and relationships (6 capitals)

2. Identify the wide diversity of risks and opportunities

3. Use the knowledge to question the organisation’s strategy and business model

4. Determine how senior management will be measured and incentivised



Critical role of TCWG enforced in Banking Royal Commission (2019); driven 
through 4th Edition of the ASX Corporate Governance Principles (effective 
2020)

The Royal Commission identified three categories of failings in governance that led to 

misconduct:

1. Role of the Board - Is the right team in place to oversee and, where required, direct 

management effectively?  

2. The entity’s priorities – Is the Board focused on the right things to deliver long term success?

3. Accountability - Is the organisation aligned? Is reporting focused on a common long-term 

purpose? Are people accountable?





Trends in Sustainable Business 
Reporting

Dr Maria Balabat



Sustainability Reporting

22

• Companies worldwide are increasingly providing voluntary disclosures on governance, 
social, ethical, and environmental sustainability performance; typically, through stand-alone 
‘Sustainability’ or ‘Corporate Social Responsibility’ (CSR) reports (Dhaliwal, Li, Tsang, & 
Yang, 2011).

• Sustainability Reporting goes under many names:

 Corporate Social Responsibility (CSR) Reporting

 Sustainability Reporting

 Environment and Social Governance (ESG) Reporting

• There are estimated to be some 400 voluntary sustainability reporting frameworks and 
standards, of varying rigour and quality (e.g., GRI, CPD, TCFD, SASB, SDG, etc). The 
volume is confusing and is sometimes called the ‘alphabet soup’ soup of sustainability/ 
ESG reporting 

• There confusion and lack of consistency has led to ‘greenwashing’ claims (class actions, 
fines) and has undermined public confidence in these sustainability reports.



Sustainability Reporting
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In Australia, KPMG report in 2020 

• 92% of ASX100 companies report sustainability 
information in the Annual Report with 66% of 
ASX100 companies reporting in accordance with 
the GRI framework;

• 67% of the ASX100 now link their business 
activities to the SDGs.

https://home.kpmg/au/en/home/insights/2020/11/sustainability-reporting-survey-2020.html

KPMG report sustainability reporting is nearly universal 
with more than 80% of listed companies worldwide 
reporting on sustainability - GRI the most common 
framework used.

https://assets.kpmg/content/dam/kpmg/au/pdf/2020/sus
tainability-reporting-survey-2020-au-supplement.pdf

https://assets.kpmg/content/dam/kpmg/xx/pdf/2020/11/the-
time-has-come.pdf



The Global Reporting Initiative (GRI)
https://www.globalreporting.org/
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• GRI is a not-for-profit organisation which provide 
voluntary suitability reporting standards which 
allow organizations to report the impacts of their 
activities on the economy, the environment and 
society to a wide range of stakeholders

i.e.,  Organization’s structure and reporting 
practices; activities and workers; governance; 
strategy; policies; practices; and stakeholder 
engagement.

• Reporting on matters that reflect the organisation’s 
significant impacts on the economy, environment 
and society under GRI reflects a broader focus on 
societal value (what matters to all of society)

Example of reporting in accordance with GRI 
standards:

Wesfarmers

https://www.wesfarmers.com.au/sustainability/our-data/gri-content-index



The Sustainability Accounting Standards Board (SASB)
https://www.sasb.org/
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• USA-based non-profit organization founded in 
2011 adopted mainly in US (merged with IIRC in 
2021 to become VRF).

• Developed industry-specific disclosure standards 
across ESG topics that facilitate communication 
between companies and investors about financially 
material, decision-useful information.  

• Focus on information for investors.

• Developed sector-specific Key Performance 
Indicators (KPIs) for sustainability reporting 

• 77 sectors, with SASB Investor Advisory Group 
confirming the most relevant KPIs for each sector.).

Example of reporting in accordance with 
SASB standards:

BlackRock

https://www.blackrock.com/corporate/liter
ature/continuous-disclosure-and-important-

information/blackrock-2020-sasb-
disclosure.pdf



Task Force on Climate-related Financial Disclosures (TCFD)
https://www.fsb-tcfd.org/
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• In 2017, the TCFD released climate-related 
financial disclosure recommendations

• The TCFD recommendations are voluntary and 
provide guidance on the disclosure of information 
on the financial implications of climate-related 
risks and opportunities 

• The disclosures relate to impacts on governance, 
strategy, risk management; targets and metrics

• The disclosures allow market participants to 
integrate climate risk into business and investment 
decisions

Example of reporting in accordance with TCFD:

AGL

https://www.agl.com.au/-
/media/aglmedia/documents/about-agl/asx-and-media-

releases/2021/210812_fy21tcfdreport.pdf?la=en&hash=C6
FD395B573008ED8201A5CBE2EE0AD1



Sustainability Development Goals (SDGs)
https://sdgs.un.org/goals
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• The Sustainable Development Goals or Global Goals were set up 
in 2015 by the United Nations General Assembly which are a 
collection of 17 goals designed to be a "blueprint to achieve a 
better and more sustainable future for all“ by 2030 

• The SDGs are to be led by a national governments

• Some companies are voluntarily incorporating SDGs into their 
strategies and reporting 

Example of reporting in accordance with 
UN SDGs: Origin Energy 2021 Report, 
page 20



Sustainability Reporting
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Example 8: Stakeholder engagement and Materiality

Source: Z Energy Annual Report 2019 (p.22 – 23)



Can we model this?

Reporting on matters that reflect 
the organisation’s significant 
impacts on the economy, 
environment and people

Reporting on the sub-set of 
sustainability topics that are 
material for enterprise value 
creation (‘financial’) in the 
integrated report

Financial reporting
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Financial Capital

Manufactured Capital

Natural Capital

‘Financial’
Value 

Boundary

Enterprise
Value 

Boundary

Societal
Value 

‘Boundary’

Human Capital

Social & Relationship Capital

Intellectual Capital

ISSB Standards –
IFRS S1 (ED) General Sustainability Matters 

IFRS S2 (ED) Climate related disclosures 

The Intangibles Boundary
‘Intangibles’ (results from composite of 
WICI definition of intangibles and place 
of intangibles in 6 capitals of <IR> 
Framework): “organisational capital; 
intellectual property; innovative 
competencies, capabilities and 
experience; brand and reputation; and 
[institutional and relational] 
information sharing abilities directed to 
enhancing the individual and collective 
well-being of stakeholders.”

‘Sustainability-Related Financial’

‘Sustainability’

‘ESG’
‘



Sustainability reporting• Environmental reporting:
• Environmental reporting is a subset of sustainability reporting.
• When preparing sustainability reports, organisations generally include 

information about their environmental performance and impacts.
• Research on environmental disclosure has largely examined this 

issue in terms of an organisation’s social contract, arguing that 
organisations can only continue to exist in society if they operate 
within a value system consistent with that society

• Organisations that have been subject to scrutiny due to concerns of 
poor environmental performance (e.g. high emissions, large oil spills) 
have subsequently been found to provide greater levels of 
environmental information (Deegan & Rankin 1996).

• Another factor that could affect environmental reporting is firm 
reputation and strategic risk management.



Contrast between a Carbon Footprint and Fits 
Ecological Footprint

• Carbon footprint is the amount of carbon (in tonnes) emitted by an activity. 
• Ecological Footprint translates the amount of carbon dioxide 

into the amount of productive land and sea area required to 
produce resources consumed and sequester carbon dioxide 
emissions 

• Measured in number of planets where one planet = earth’s 
biocapacity 

• Humanity exceeded the ecological budget in October 2000 
(Global Footprint Network)

• Note humanity’s ecological footprint is at 1.6 times earth’s 
biocapacity 



We are 
progressively 
crossing the
planetary 
boundaries



Fundamentals of GHG Accounting

• What is GHG Accounting?
• ...a way to account for the emissions and reductions of greenhouse 

gases in the atmosphere
• Why account for GHG gases?
• ... you can not manage what you do not measure
• Standards and protocols used (GHG protocol, ISO 14064)
• Sources of GHGs (6 GHGs covered by Kyoto Protocol)
• Global warming potential (GWP)
• Distinction between carbon and CO2
• Setting boundaries
• Setting targets



Step-by-step guide to accounting and reporting 
GHG inventory

1. Set temporal, organisational and operational boundaries

2. Track emissions over time

3. Identify and calculate GHG emissions

4. Manage inventory quality

5. Account for GHG reductions

6. Report GHG emissions

7. Verify GHG emissions

8. Set GHG targets 



Set boundaries

• Temporal boundaries will involve selecting 

• Time period to report

• Calendar or fiscal period 

•Organizational boundaries will involve identifying what units to include 
(e.g. consolidated, Lease arrangement JV etc)

•Operational boundaries will involve identifying sources of emissions



Operational Boundaries

• Define the GHG emission sources from within the organisational boundary (i.e. those 
that result to the burning of fossil fuels in connection with their operations/activities)

• For example: Electricity use, transportation, air travel, use of boilers and furnaces and 
other energy consumption

• Effective and innovative GHG management requires a comprehensive coverage of its 
direct (Scope 1) and indirect (Scope 2) emissions

• Direct emissions – those emitted from sources owned or controlled by the 
entity/company (e.g. generation of electricity, heat or steam – boilers, furnaces, 
turbines) 

• Indirect emissions – emissions from purchased electricity consumed by the 
company in its owned and controlled equipment or operations

• Scope 3: Other indirect emissions – those emitted as a consequence of the activities of 
the company but occur at sources owned by another company



Set Operational Boundary -
Breakdown of Emission Sources 

Source: New Zealand Business Council for Sustainable 
Development





Typico plc – GHG Statement (an Illustration)
Source: PricewaterhouseCoopers, 2009. 


