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.s_‘{ 1.Corporate Governance —accountability-reporting

* Corporate Reporting - Criticisms of Existing Model

Quantity of information Excessive volume / number of data

Nature of information Difficult to understand (technical barrier)

Time perspective / period Purely historical (not looking forward)

Objective / orientation Compliance oriented (not explaining linkage with strategy and business model)
Scope Not exhaustive (request for holisticvision)

Other Lack of coherence and consistency

Failed to evolve like management reporting

Form and content is supply not demand driven

Corporate Governance —accountability-reporting

Financial Financial & Non-financial
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e 2 1.Corporate Governance —accountability- NFl reporting

e EU Accounting Directive
e Management Report (MR) ‘houses’ non-financial information (NFl)

e Non-Financial Reporting Directive (NFRD)

e Only applies to large public-interest companies with more than 500 employees
but some countries have widened scope to smaller entities and evidence of
supply chain effects

e Policies in relation to environmental protection, and
treatment of employees, respect for human rights, anti-corruption and bribery,
and diversity on company boards

e Review of NFRD (Feb. 2020 —Jan 2021)

* Desire to see greater standardization, depth and reliability of NFR

* IR framework may be basis for new EU standard for NFR and voluntary NFR for
SMEs standard
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Non-financial reporting: SMEs need a
simplified voluntary standard

ACCOUNTANCY
EUROPE,

19 November, 10:00 - 11:30 | Webinar

Future of Non-Financial Reporting by SMEs
Webinar, Thursday 29 October 2020, 13:30 CEST CAN NFI WORK FOR SMES?

ACCOUNTANCY Think Ahead  sme
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Non-Financial Information EU Directive

a voluntary engagement of entrepreneurs, as the amount of administrative
obligations has reached already an unbearable level for SME

=> the scope of the Directive should not be enlarged to SMEs.

Entrepreneurs should be able to choose the appropriate way for their specific
situation and the needs of their stakeholders.

* SMEs need indicators that are simple and oriented to their specific characteristics

* Also in SMEs, NFI can be useful for the decision-making process as strategic decisions are
also based on the values of the entrepreneur.

* But SMEs need thereto support, accompanying measures, and adapted proportional
tools, affordable and eas?/ to apply, in order to be able to comply with the taxonomy if they
want or have to, he concluded.
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For SME reporting :
- financial information mandatory

- Non-financial information —voluntary

SMEs are increasingly required to provide NFI reports, which is a heavy
administrative burden, even though these are not (yet) demanded by legislation.
These NFI requests come from their supply chains, banks, or as part of public
procurement

How can NFI reporting work for SMEs?

Future standards should be affordable and easy to apply in small businesses as well
- and accepted in the whole supply chain.

—Simplified NFR standard for SME-

= Appropriate KPI
= voluntary base
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Primearily GHG emmisssons, CD# holds the largest repository of corporate GHG Compeanies receive two Public anda private
Dut has grown to addrass emissions and anergy use data in the workd and is separate scores Tor companies, cties,
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SASE's standards enable comparison of peer

performance and benchmarking within an industry. Instead, SASBis a just released their first
Stughies by Golaman Sachs and Deutsche Bank standardized methodology Secior reporting
have shown the % of ¢ wanies who disclose for reporting sustainebility guidelines.

on sustanability outperforms that of companies performance through the

who do not. SASS is backed by the likes of Form 10-x.

Bloomberg LP and the R feller Four 3

@iving it extra clout with capital markets.
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‘.7  3.Different NFlinternational reporting frameworks

Environmental, Sustainability, Social, Governance, Economic reporting

@» OECD The Organisation for Economic Co-operation and
perERrouciEs rorseTERLVES - Development (Guidelines for Multinational Enterprises)

\pﬁ Al r.'q
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Uk,
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@
> & UN Global Compact- SDG reporting

\

o International Organization for Standardization (1SO 26000 Guidance

S on social responsibility)

I&Lg%%ﬂgj <| R> The International Integrated Reporting Council (IIRC Framework)
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MANDATORY (regulated) Financial reporting IAS/IFRS or national
) +

Voluntary Non financial reporting - Huge diversity of frameworks

\ J
l International trend ! ---differ from EU trend ( NFI GRI) '1

Statement of Intent to
= Work Together Towards
Non-financial reporting Comprehensive Corporate

+ Reporting q} e, AR N ¢

t UL s GQJ REPCRTING

Financial reporting

llllllllllll

September 2020

Summary of alignment discussions among
leading sustainability and integrated reporting
organisations CDP, CDSB, GRI, IIRC and SASB
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4.Integrated thinking and reporting TEREST project

Main idea: Integrated Thinking and Reporting

e Offer a Big Picture

* Helps align capital allocation and corporate behavior to wider goals of
financial stability an sustainable development goals

* Integrated Thinking — the key to sustainable value creation
* js embedded within mainstream business practice

* The cycle of integrated thinking and reporting, resulting in efficient and
productive capital allocation, will act as a force for financial stability and
sustainability.
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Shareholder Shared System
Value Value Value
Financial returns are all Business comes first: negative Business in no way hinders —
that matters: companies impacts are often not sufficiently and ideally contributes to -
privatize gains and internalized, or are justified by society’s progress toward
externalize losses. ‘doing good’ elsewhere. future-fitness.

e

in an increasingly uncertain world, focusing on broader concepts

of purpose and value will be critical to business success.
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TEREST project

e VALUE CREATION (PRESERVATION, DIMINUTION) OVER TIME

________________________ .}

yon and y. .
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activities

Inipaurts
Human

Secial and
Relationship

@

Ferfarmance

Loarew Bzb Lok,
I

materiality- connectivity- value chain

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 which
leads to integrated
decision-making and
actions that consider the
creation of value over
the short,

medium and

long term’

(IIRC 2013a, p.33)
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IR “a concise communication about how an organization’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”
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TEREST project
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thinking

-Focus on optimizing valus
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thraugh a multi-capitol approach

String
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- Maximizing profit
-Short term and reactive approoch

Intellectual

Human

; = . The spring model represents o proactive  _..and respond more positively
Social and relolianihip consideration of time and cousality, and sustoinably over the short
allowing the spring to flex. and long term
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o~ o 4.Integrated thinking and reporting

TEREST project

<4

Mission and vision
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EXTERNAL ENVIRONMENT
Including limits on availability of capitals, availability of/potential for substitute capitals to achieve goals

INTEGRATED REPORTING <IR>
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SMEs can more easily move toward IR for following reasons:
* rooted in the territory of origin
* smaller size

» presence of the entrepreneur and his/her family in company operations

e Importance of social and relationship and human capitals

INTEREST project outputs

1) Guideline — an adaptation scheme of the 6-capital-based IR to SMEs, an easily
digestible suggestion for SMEs on how to prepare their IR and develop an integrated thinking
approach to value creation and decision making processes.

2) A mix of face-to-face, e-learning and work based learning modular training material for SMEs,
SME accountants and students on IR, based on the 6 capitals.

3) Dissemination of possible incentives to encourage SMEs to adopt IR
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® “2  We are open to further dissemination and collaboration related to
Integrated Reporting for SMEs.

Project Linkedin group Project website

httpS//WWWllnkedlnCOm/grOUpS/13789948/ https //WWW inte rest-project_eu/

Romanian team

UBB FSEGA Cluj-Napoca

- -
LJ' 3 B https://www.facebook.com/INTERESTRO/

adriana.tiron@ubbcluj.ro

INTEREST - INTEgrated REporting for SMEs
Transparency _ o
N Supporting partner CECCAR Romania, Cluj branch
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