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Foreword

Over the last decade, many businesses and investors realised
that conventional reporting is too complex, lacks relevance
and was not enabling them to communicate with each other
sufficiently. This led to the launch of the Integrated Reporting
Framework — which enables more holistic, reflective and
forward looking disclosures, thereby more useful to investors.

Integrated Reporting is a vehicle for long-term value creation
for and by the business itself. It helps companies to think, plan
and report the story of their business.

In 2017, the Indian security regulator SEBI asked the top-500
listed companies in India to adopt the Integrated Reporting
Framework to produce an integrated report. Since then, - -
13 Tata companies have extensively adopted the Integrated
Reporting Framework for disclosures. Our interaction with
these Tata companies made it clear that there is a need to
build capability within the Tata group around the Integrated
Reporting Framework and principles for producing high
quality and user-friendly disclosures.

Tata Sustainability Group (TSG) has developed this guidance
as a part of its endeavour to create capacity and capability on
Integrated Reporting and thinking within the group.

Siddharth Sharma,
Group Chief Sustainability Officer, Tata Sons
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Purpose of this guidance

- The purpose of this guidance is to translate International
<IR> Framework into a language understandable by all Tata
companies — big or small — with the aim to prepare a high
quality Integrated Report which meets relevant information
needs of all stakeholders, especially institutional investors.

- In consideration of the principles-based nature of the IR
Framework, this guidance is more of:

° a methodological orientation tool in terms of internal
structures, planning, processes required while preparing an
Integrated Report.

° a compendium of leading practices* and a good quality
response around the key content elements of the framework

- The guidance can also be adopted as an internal training
module for developing deeper understanding of Integrated
Reporting and thinking.

- Itis assumed that the user of this guidance has read the IR
Framework that can be accessed from the [IRC website www.
integratedreporting.org

* Leading practice examples provided by the [IRC and Black Sun.
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Integrated Reporting
is an approach that
helps businesses think
holistically about

their strategy and
plans, make informed
decisions, manage key
opportunities and risks
to build investors’and
stakeholders’'confidence,
and help manage

the organisation’s
performance.

It is a comprehensive way to
report on an organisation’s
performance that takes

into account not just the
traditionally reported
financial performance and
compliance issues, but also
looks at an organisation’s
strategy, overall
governance, performance
and commercial outlook

- the full range of factors
that materially affect the
ability of an organisation
to create value in the short,
medium and long-term.

The goal is not to provide
more information, but
better information. It is the
information that investors
are increasingly looking for -
not numerous, disconnected
and static reports.
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What is INTEGRATED REPORTING
<IR> Framework?

The purpose of the framework is to establish Guiding Principles and Content Elements that govern the overall content of an
Integrated Report and explain fundamental concepts that underpin them.

GUIDING PRINCIPLES
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The guiding principles are a guide as to what &
information should be considered for the report. \
The IR Framework provides only guiding principles
and not a specific reporting template.
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the organisation by focussing on six capitals.
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S

Connectivity of
information

Stakeholder
relationships

Strategic focus & future
orientation

+ Provide insight into an « Provide a holistic picture « Disclose nature and quality

organisation’s strategy,

and how it relates to the
organisation’s ability to create
value in short, medium &
long-term, and to its use of
and effects on capitals

of the combination,
interrelatedness &
dependencies between
factors that affect the
organisation’s ability to create
value over time

of relationships with key
stakeholders, including

how and to what extent it
understands, takes into account
and responds to their legitimate
needs and interests

Materiality Conciseness

Reliability and
completeness

Consistency and
comparability

« Disclose information about -« Be concise
issues that substantively

affect the organisation’s

ability to create value

over the short, medium and

long-term

TATA SUSTAINABILITY GROUP I

« Include all material
matters, both
positive and
negative, ina
balanced way and
without material error

+ Present information: (a) on a
basis that is consistent over
time; (b) in a way that enables
comparison with other
organisations to the extent it is
material to the organisation’s
own ability to create value
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THE EIGHT Content Elements of IR Framework

An Integrated Report includes eight Content Elements that are fundamentally linked to each other and are not mutually exclusive.

O Organisational overview
and external environment

O Basis of
preparation

@ ® Governance

@ Future
outlook
O Risk
O Performance 1sHes a.n.d
opportunities

© Strategy and
resource allocation

Together, the Content Elements tell the value creation story of the organisation through impact on six capitals.
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activities
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Natural
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© External environment

Value creation (preservation, diminution) over time
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o

FINANCIAL CAPITAL

« The traditional yardstick of
performance, this capital includes
funds obtained through financing or
generated by means of productivity.

MANUFACTURED CAPITAL

HUMAN CAPITAL

« The skills and know-how of an
organisation’s personnel, in addition to
their commitment and motivation — which
affect their ability to fulfill their roles.

« The manufactured physical assets
available for use by the organisation
such as buildings, equipment, etc.

B TATA susTAINABILITY GROuP /,

SOCIAL CAPITAL

- This encompasses the relationships -
and attendant resources — between an
organisation and all its stakeholders,
including communities, governments,
suppliers and customers.

INTELLECTUAL CAPITAL

« This accounts for the intangibles
associated with brand and reputation,
in addition to patents, copyrights,
organisational systems and related
procedures.

NATURAL CAPITAL

» This includes environmental resources
such as air, water, fossil fuels, land,
biodiversity and ecosystem services,
which are essential to the functioning
of the economy as a whole.
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Leading Practices: Planning and Preparation Process
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Leadership buy-in and
their participation

* The board and
management need to
be actively engaged at
the start and throughout
the IR process in order to
provide important and
effective oversight, from
identifying the material
matters to report,
to the preparation
process and approving
the final report.

* The governing body
may designate a senior
executive responsible
for the preparation of
the report.
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Setting up of a cross-
functional project team

* Setting up a cross-
functional team that
represents main
business functions
and is familiar
with a company’s
business model and
strategies. The team
should undergo
relevant training to
develop a common
understanding
around integrated
thinking.
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Firming up the
reporting approach

* Defining report’s

objectives and
scope. Who is the
audience? What are
the goals for the
report? What is the
desired takeaway?
What content and
structure will best

meet the objectives?

“wpge=”®

Material
matters

* Ensuring that the report discusses

matters that substantially affect the
organisation’s ability to create value.
The materiality determination process,
therefore, needs to be rigorous and
stand up to scrutiny.

Developing a storyline that aligns
vision, strategy and value creation in
a frank and balanced way: IR requires
a holistic view of the company, its
strategy and business model, its
drivers of value-creation and impacts,
as well as its stakeholders and their
expectations. It is advisable to
balance historical information and
future outlook, positive and negative
information of performance and their
comparison with peers.
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Conducting fact checks
and obtaining assurance
* Reliable information
is important for the
integrity and credibility
of the report.

* Getting internal or
external assurance
increases confidence
in the quality of your
report and makes it a
more reliable source
for decision-making by
stakeholders.

“mpe=”

Publishing in print

and digital formats
Ensuring that the
report is simultaneously
available in all formats
is a best practice.
Itis a good idea to
post detailed reports,
supplementary reports,
fact sheets, statistical
data on company’s
website as well, ideally
following the same
governance process as
Integrated Report.

Conducting
stakeholder outreach

* Meeting with investors,

non-governmental
organisations and

others to discuss your
company'’s performance in
a comprehensive fashion
can be a powerful tool

to address questions

or concerns. Your
stakeholders can give you
valuable feedback about
what they found most
effective in your report
and where they would
like to see additional
information or changes
that incorporate the
following year.

“mpge=”®

Embracing IR
as a journey

* Integrated Reporting is a

journey. It is unlikely that
the organisation will meet
all objectives in its first
year of reporting. However,
reporting will improve as
the organisation remains
committed to the journey.
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Content Elements — Leading Practices

The IR Framework lists eight Content Elements that connect to each other in the organisation’s value creation story.
These Content Elements offer a useful report structure by covering various information areas in the organisations’ value creation story.
This section provides examples of high quality response around each Content Element.

O Organisational overview
and external environment

© Basis of
preparation

@ Future
outlook

O Risks and

O Performance .
opportunities

O Strategy and
resource allocation

" TATA SUSTAINABILITY GROUP //,
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" . 6D Risks and Strategy and ‘ 2 Basis of
Governance Business model opportunities resource allocation @ Performance Future outlook [‘ preparation

An Integrated Report should include the organisation’s overview and the external environment in
which it operates and the risks and opportunities the environment provides.

Questions to consider:
What does the organisation do? What is its position within the value chain?
What are the organisation’s mission and vision? What are its culture, ethics and values?
What is its competitive landscape and market positioning?
What is the organisation’s environment?
The macroeconomic situation
The availability of natural resources
The availability of social capital
Market circumstances
The competitive landscape
Technology
Supply chain
Labour conditions

The regulatory environment

What are the significant factors affecting the external environment and the
organisation’s response?
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Basis of
preparation

Risks and
opportunities

Strategy and
resource allocation

Governance Business model @

This section introduces the company by showing a general
overview of the organisation and of the context in which

it operates. It will be appropriate to provide following
information in this section:

About the organisation:

- Strategic Direction: Mission, vision, culture and values

- Ownership and operating structure

- Strategies and goals

- Activities, markets, main products and services

- Primary quantitative information (e.g. number of employees,

revenues, number of states in which the organisation
operates), pointing to any changes occurred over time

External environment:

- Legal, commercial, social, environmental and political context
affecting the organisation to create value in short, medium
and long-term

- Needs and expectations of key stakeholders

- Market competitive context

- Rapidity and effectiveness of technological changes

Performance @ Future outlook I]

Roseneft — an integrated energy company

Key observations:

Starting with the section, ‘Macro economic situation in 2017’
together with the section ‘Global Oil and Gas Market; the
discussion provides readers with a good understanding of what
external factors are affecting the company. An aspect of this
Content Element which is not often addressed is that of the
company’s market position, which is put into context in the
section ‘competitive analysis’ providing an overview of how the

business compares within its peer group.

More here - http://examples.integratedreporting.org/fragment/937

e

1.5. MACROECONOMIC
SITUATION IN 2017

2017, G0 growthretein v

Global and National Economic
Growth Rates
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Organisational overview and " . = Risks and Strategy and ‘ > Basis of
@ external environment Governance Business model opportunities resource allocation @ Performance Future outlook I] preparation
Governance

An Integrated Report should discuss the structure of the governance structure and processes of the organisation.

Questions to consider:

What is the organisation’s governance structure and how How the organisation’s culture, ethics and values
does it support the organisation’s ability to create value in are reflected in its use of and effects on the capital,
the short, medium and long-term? including its relationships with key stakeholders?
What is the organisation’s leadership structure, including Whether the organisation is implementing

the skills and diversity (e.g., range of backgrounds, gender, governance practices that exceed legal requirements?
competence and experience) of those charged with How remuneration and incentives are linked to
governance? value creation in the short, medium and long-term,
Specific processes used to make strategic decisions and including how they are linked to the organisation’s

to establish and monitor the culture of the organisation, use of and effects on the capital?

including its attitude to risk and mechanisms for addressing
integrity and ethics
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Risks and

Organisational overview and .@ n (D) Strategy and 2
. . i m . Performance Future outlook .
@ external environment Governance 4l Business model 'Q) opportunities resource allocation A F

Governance

Good Practice Commentary

This section highlights how the governance structure supports
the business to create value over various time horizons. It
should cover following aspects:

- Leadership structure, organigram and key figures of
management and control

- Processes through which the management elaborates its
strategic decisions

- Organisational culture

- Specific measures adopted by the management to monitor
the organisational strategy and its approach to risk

- Systems by which culture, ethics and values of the
organisation reflect on the use of the many types of capitals,
including relationships with key stakeholders

- Whether and how the company implements best practices
exceeding legal requirements

- Initiatives undertaken by the governing team to promote and
enable innovation

- Links between remuneration and incentives and value
creation in the short, medium and long-term

- Some KPIs to consider: Median age, Diversity, No. of Meetings,
Performance & Incentives, etc.

Basis of

Leading Example

DIMO - Industrials sector

Key observations:

Governance section shows the relationship between the
company’s governance standards and different aspects of

its value creation. It lists the codes, frameworks and systems
that move the operational aspects of governance beyond
mere compliance, and influence and monitor DIMO’s strategic
direction and risk management. It achieves this concisely
using a table. It also discloses the expectations of conformance
and identifies the system, that is responsible for ensuring
conformance.

More here - http://examples.integratedreporting.org/fragment/997

preparation
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Organisational overview and 29 . [GD) Risks and Strategy and L Basis of
@ external environment Governance Business model ‘D= opportunities resource allocation <@ Performance Future outlook [‘ preparation

Business model

An Integrated Report should include the business model. It defines the essence of the organisation and maps out the processes by which
sustainable value is created.

Questions to consider:

» What is the organisation’s business model and to what » What are the outputs? The products and services
extent is it a resilient one? produced by the organisation.

» What are the inputs, i.e., the resources or capitals on which » What are the outcomes? Performance in terms of
the organisation depends? They can be internal or external increasing or decreasing the value of the capitals as a
(e.g., funding model, infrastructure reliance, people, result of product or service production. These outcomes
intellectual property, raw materials consumed, relationships may be internal or external (e.g., revenue and cash flow,
or dependence on natural capital). customer satisfaction, tax payments, brand loyalty and

social and environmental impacts).

» What are the value-adding activities?
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Organisational overview and 29 . [GD) Risks and Strategy and . Basis of
@ external environment Governance Business model (O opportunities resource allocation yofl) Performance Future outlook p preparation

Business model

Good Practice Commentary Leading Example

This section describes a business model adopted DBS - Financial services
particularly on: Key observations:
- Inputs on which the business depends and their relationship The business model diagram identifies the capital that the
to other forms of capital business draws upon and provides an explanation of how the
- Business activities, considering factors such as: the way business uses each capital to execute its strategy and create

value. For each capital, key indicators to measure performance
are provided. The outputs are cross-referenced, where DBS
briefly explains the value provided to each of its key stakeholder
groups, with page references to more detailed explanation.

organisation differentiates itself in the market, the way the
organisation continues to evolve and innovate, flexible
elements that allow business to adapt to changes

- Outputs, illustrating products and services as well as

by—products and waste More here - http://examples.integratedreporting.org/fragment/1003

- Qutcomes, that represent key results for capital, including Hovt e create vale- e "
both internal and external R
- Features that may increase effectiveness and readability of X
the business model such as: explicit identification of the e
key elements of the business model by a simple diagram, ® =
a descriptive logic flow that highlights specific aspects of b B
the organisation, the identification of stakeholders and § e
other essential critical success factors, the position of the B o
organisation in the value chain and connection to available o
information in other relevant content elements @& =
- It is useful to review whether components of material KPIs are
covered in the business model e T S




Foreword | Purpose of the guidance | Overview of IR Framework | Leading Practices | Frequently Asked Questions

Organisational overview and S . 9 Risks and Strategy and 2 Basis of
@ external environment Governance Business model {O=¥ opportunities resource allocation yofl) Performance Future outlook p preparation

Risks and opportunities

An Integrated Report should discuss the key opportunities and risks that the organisation faces; how they affect the organisation’s ability to
create value in the short, medium and long-term; and how is the organisation tackling them?

Questions to consider:

» What is the Enterprise Risk Management process of the organisation?

» How are the key risks linked to the Materiality principle?
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Organisational overview and n . = Risks and Strategy and E Basis of
@ external environment Governance Business model ‘o= opportunities resource allocation <@ Performance Future outlook [‘ preparation

Risks and opportunities

Good Practice Commentary Leading Example

This section should talk about main risks and opportunities Truworths - Consumer goods
to the organisation, including those related to availability of Key observations:
financial and non-financial resources, market, sustainability of The report talks about the process of identifying material

the business model, reputation, technological, environmental,

issues and presents the seven material issues and provides a
social, legal, etc. A good response should include:

consistent, accessible and understandable explanation of each.

- Process to identify risks and opportunities or material issues For each material topic the company demonstrates strong
connectivity by disclosing the strategic priorities, key risks,

- Origin and nature of opportunities and risks that can be
9 PP challenges and future objectives.

internal or external or combination of both elements (through
periodic SWOT analysis) More here - http://examples.integratedreporting.org/fragment/983

- Process to assess the probability that the opportunity or the
risk will arise and its effects

- Specific action plans to create value from key opportunities
and/or to manage risks over short, medium and long- MALTRRISES
term along with related performance measures and
implementation plans including risk owners, capital impacted,
risk mitigation plans, etc.

- Some illustrative KPIs are Reputational risks, Price Volatility,
Customer Solvency Index, Raw Material availability, e
Inadequate IP protection, Product obsolescence, Cyber
liability risk, Business continuity failure, New market
opportunities, etc.
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Organisational overview and 29 . [GD) Risks and Strategy and . Basis of
@ external environment Governance Business model O opportunities resource allocation \gala Performance Future outlook p preparation

Strategy and resource allocation

An Integrated Report should discuss the strategic objectives that the organisation is trying to achieve —- Where does the organisation want
to go and how does it intend to get there?

Questions to consider:

» How does the organisation define value creation? What are » How it will measure achievements and target outcomes for
the organisation’s short, medium and long-term strategic the short, medium and long-term?
objectives? » How does the strategy relate to the business model and

» What strategies it has in place, or intends to implement, to take into account the external environment and the risks
achieve those strategic objectives? and opportunities identified?

» The resource allocation plans it has to implement its
strategy.
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Basis of
preparation

Organisational overview and {@} a D) Risks and Strategy and .
. . i m . Performance Future outlook .
@ external environment Governance Business model Q) opportunities resource allocation A Il

Strategy and resource allocation

Good Practice Commentary

This section talks about the organisation’s approach to

preparing for the future. It is therefore advisable to identify:

- Strategic purpose and objectives of the organisation in short
and medium/long-term

- Strategy to achieve these business objectives

- Plan for the allocation of resources and necessary knowledge
required to implement the strategy

- Process to measure targets and expected results in the short
and long-term

- Factors that give the organisation a competitive advantage
and let it create value in the future e.g.
- The role of innovation
- How the organisation develops and uses intellectual capital
- How environmental, social and governance elements are

included in the organisation’s strategy

- Key measures or indicators of strategy could be business
objectives and goals which are taken and performance
indicators set around action plans

- In a nutshell, once the strategy and purposes are defined,
it is necessary to represent how to reach them, referring
to mode and resources. A good representation of strategy
development and implementation plan is through Balanced
Scorecard.

Leading Example

Anglo Platinum: Basic Materials

Key observations:

The report provides an overview of the commercial, social

and environmental context in which the company operates
and includes a focus on strategy and future prospects under
the headings of repositioning the portfolio for a sustainable
future’and ‘outlook’ (covering financial, market and operational
outlook context). This is followed by a section which provides

a view of how the company has performed against targets set
against their key pillars of strategy.

More here - http://examples.integratedreporting.org/fragment/889

PERFORMANCE AGAINST OPERATIONAL
TARGETS
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Organisational overview and 2 . (D) Risks and Strategy and 2 Basis of
@ external environment Governance Business model Q= opportunities resource allocation yofl) Performance Future outlook p preparation

Performance

An Integrated Report should discuss the performance of the organisation against its strategic objectives.
Questions to consider:

» What indicators are meaningful in terms of measuring the extent to which the
organisation achieves its stated value creation goals?

» How has the organisation performed against its strategy and what are the key
outcomes in terms of the capital?

» The linkages between past and current performance, and between current
performance and the organisation’s outlook.




Foreword | Purpose of the guidance | Overview of IR Framework | Leading Practices | Frequently Asked Questions

Organisational overview and a . (D)
@ external environment %{@} Governance Business model &

Performance

Risks and

opportunities

Good Practice Commentary

This section contains information which is essential to enable
a critical assessment - internally by the management and
externally by stakeholders - of the extent to which the
organisation is achieving its strategic objectives. The report

should cover all the core or strategic KPIs, especially those that:

- substantially affect strategy
- measure management’s progress/success on strategic
objectives and

- link to management remuneration

- Additional KPIs can be included which are useful to
understand the organisation’s ability to create value

- The <IR> Framework lists the characteristics of suitable
quantitative indicators such as: relevant to the circumstances
of the organisation, consistently used for internal review,
connected to business objectives, focussed on material
matters of the business, presented with corresponding
targets, projections for two or more future periods, presented
for multiple periods to provide an appreciation of trends,
consistent with industry or regional benchmarks for
comparison, reported consistently over successive periods
regardless of favourable or unfavourable and presented with
context to make them meaningful.

Strategy and
resource allocation

@ Performance @ Future outlook [‘

Leading Example

Basis of
preparation

Barclays: Financial Services

Key observations:

Barclays Africa’s 2017 Integrated Report effectively
demonstrates the connectivity principles in the performance
section of its report. Each aspect of the ‘Performance Reviews
section summarizes ‘Key matters raised by stakeholders; then
connects these interests and needs to the company’s material
matters which, in turn, are linked to value creation for the
organisation and for others.

I

More here - http://examples.integratedreporting.org/fragment/886

@ Customer & Client

We create val

Qua

managing risk, and creating sustainable returns es group of choice
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Organisational overview and 2 . (D) Risks and Strategy and 2 Basis of
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Future outlook

An Integrated Report should discuss the challenges and uncertainties the organisation is likely to encounter in pursuing its strategy, and
what are the potential implications for its business model and its future performance and outcomes.

Questions to consider:

» What are the changes the organisation anticipates over time?

» How that will affect the organisation? How is the organisation equipping itself to
respond to the critical challenges and uncertainties that are likely to arise?
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Organisational overview and n . = Risks and Strategy and E Basis of
@ external environment Governance Business model ‘= opportunities resource allocation <@ Performance Future outlook [‘ preparation

Future outlook

Good Practice Commentary Leading Example

This section asks for information on how an organisation is Peoples Leasing and Finance: Financial Services

preparing for the future. Hence, it is advisable to include: Key observations:

The report outlines the economic, political and market factors
affecting the company’s performance for the reporting year. It
then gives an overview of how external environment factors
might affect the business going forward, describing the
potential positive impact of Sri Lanka’s performance on ease of
business and tourism rankings on its leasing business. The next

- Long-term outlook and the assumptions and perspectives
that has gone into identifying future strategic priorities

- Basic indicators, KPIs related to targets, projections, relevant
information coming from external environment and the
sensitivity analysis

- Representation of possible implications, such as ones related section then features tourism-related external factors outlined
to future financial performance about: in the operating environment as risks and/or opportunities, thus
- The external environment, opportunities and risks, by also demonstrating connectivity of information.

analysing how these factors may affect the achievement of More here - http://examples.integratedreporting.org/fragment/1006
strategic targets Operating —_ e Opersting anvinmens
environment

- Availability, quality and accessibility of capital used by an
organisation or affected by it, illustrating the management
of key relationships and the reasons for which they are
important for value creation in time

‘The US dollar continue
to's
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Basis of preparation

An Integrated Report should discuss how the organisation determines what matters to include in the report and how are such matters
quantified or evaluated?

Questions to consider:

» How did the organisation determine its materiality?

» Whatis the reporting boundary and how was it determined?
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Organisational overview and n . = Risks and Strategy and E Basis of
@ external environment Governance Business model ‘= opportunities resource allocation <@ Performance Future outlook [‘ preparation

Basis of preparation

Good Practice Commentary Leading Example

This section should include: Eskom: Utility

- The scope and boundary of reporting Key observations:
~Key aspects of the organisation’s value creation process (a The report provides its approach to materiality. The ‘About this

fundamental concept of Integrated thinking and Reporting) report’section provides insight into the reporting bc.Ju-n.dary
and frameworks used, as well as the board’s responsibility

statement and the supporting assurance approach to the
information contained in the report. The ‘material stakeholder
- Forward looking statements matters’ provides detail on the process followed, together with
- Responsibility of the board how each material matter and their impact on value creation
and timeframe of impact.

- Approach to materiality and how the six capitals are
influenced by the organisation

More here - http://examples.integratedreporting.org/fragment/985

About this report
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TATA
.....anhd follows these 18 rules
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Completeness Materiality Stakeholder External External Balance Conciseness
engagement environment assurance & alignment
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References and further reading

Integrated Reporting, Leading practice examples provided by the IIRC and Black Sun

http://examples.theiirc.org/home

Integrated Reporting Committee of South Africa, Preparing an Integrated Report, 2015

[IRC and WICI Global Network, Integrated Reporting for SMEs: Implementation Guide

Radley Yeldar, Reporting Matters — Methodology in Evaluation of an Integrated Report

Deloitte, A Director guide to Integrated Reporting

WBCSD'’s Future Leaders Program 2014, https://www.wbcsd.org/Projects/Education/Leadership-program/Resources/
Integrated-Reporting-in-South-Africa-From-Concept-to-Practice
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1. How to get top management buy in for IR?

Benefits of an Integrated Report needs to be emphasised while building the business case
for it. Some benefits seen by businesses are:

Raising capital by communicating the Integrated Report to investors

Adopting and demonstrating best practices among peers
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In IR, it is necessary to identify the relevant aspects that may have impact on strategy, governance, business model, performance and

prospects. For doing this, it is necessary to:

Identify the scope of the materiality determination
process: A logical starting point is to identify the activities,
performance and impacts of the financial reporting entity,
including subsidiaries, joint ventures and investments over
which the organisation has control or significant influence.
Establishing these parameters around the process for
determining materiality not only helps to identify the
inputs, business activities and outputs essential to value
creation, but it also reveals key relationships with, for
example, suppliers, strategic partners, communities and
customers. Although engagement with stakeholders should
already be embedded in the ordinary course of business,
understanding the relative priority of stakeholders as

they pertain to the materiality determination process is
important.

TATA SUSTAINABILITY GROUP

Identifying relevant matters:

To identify relevant matters, consider topics or issues that:

« Could substantively affect value creation

« Link to strategy, governance, performance or prospects

« Are important to key stakeholders

« Form the basis of boardroom discussions

« May intensify or lead to opportunity loss if left
unchecked

/W

TATA
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2. How to determine material issues?

~ TATA SUSTAINABILITY GROUP /|
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Instructions
with
templates and
timelines

Reviewed by

Management,

Auditors and
Editors

Central Report
Writing Team
Process
Changes

Notes:

« Instructions include timelines, information requirements and formats
« Reporting team comprises representatives from business and divisional units

Members of the
Reporting Team

Integrated
Report
(and other
supporting
reports)

Committee
Reviews
(including
Board and
Committees)

+ Assigning information owners ensures accountability

« Aclear process that is documented and well understood is key to ensuring accurate information — both qualitative and quantitative
« Systems for data collection and storage are standalone for non-financial information or as for one company, integrated into the

financial system

TATA SUSTAINABILITY GROUP

Group/
Divisional
Executive

Sign Off

Central Report
Writing Team

Final
Approved
Integrated

Report other
Reports
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Benefits of an Integrated Report needs to be emphasised while building the business case for it. Some benefits seen by businesses are:

Primary
objective

Financial
drivers

Core
non-
financial
drivers

Key
metrics

ESG
factors

Market value

Increased
sales

o
Human capital

- Employee engagement

« Absence rate

- Staff turnover

« Health and safety
- Fair restructuring
« Training

« Performance
management

- Equality and diversity
» Reputation

« Commitment to
customer

- Talent recruitment and
retention

Reduced
costs

o
Customer
relations

- Customer satisfaction

« Customer loyalty
« Retention

+ Reputation

« Trust

« Price, product, service
quality

@® Increased
cashflow

L X N )
Partnerships

« Public perception

« Supply chain
management

« Opinion former
perception

» Media coverage

« Community investment
- Stakeholder dialogue

- Social impact

- Legal/regulatory
breaches

- Inclusion

® Brand
value

000
Environment

« Carbon emissions
- Waste management

« Life cycle assessment

- Energy efficiency

+ Deployment of
renewables

+» Waste reduction
« Recycling
« Environmental impacts

- Environmental
breaches

@ Risk
management

o [ N )
Innovation

« Product/service
development

» New products and
services

- Value of patents
« Customer perception

- Talent recruitment and
retention

- Training
« R&D expenditure

000
Corporate
governance

- Ethical integrity

- Board composition

- Numbers of non-exec/
independent directors

- Equality and diversity

« Training and
development

« Audit processes

+ Reporting and
transparency

« Reputation
- Shareholder interests

« Anti-corruption policy/
practice

- Competitiveness

Source: Drought Centre for Corporate Responsibility, Cranfield School of Management, “Sustainable Value EABIA Research Project: Corporate Responsibility, Market Valuation and Measuring the
Financial and Non-Financial Performance of the Firm’, September 2009

TATA SUSTAINABILITY GROUP
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S

Board and top management involvement

Board and top management should view
Integrated Reporting as a tool to improve or
reinforce a culture of performance.

Top management see Integrated Reporting as
a way to break down department silos.

Show the six capitals are aligned with the
strategy and the same goals.

Dont’s

Treat an Integrated Report as an aggregate of
existing reports, which causes more harm to a
company’s image than having no Integrated
Reporting at all.

Outsource the report to a consulting
company, as they tend to produce boiler plate
Integrated Reporting.

Report activity in the same way as before;
please not cut and paste from Annual Reports.

Follow a framework to the letter and run the
risk of not telling the real company story.

Source : https://integratedreporting.org/fags/#how-does-integrated-reportings-capitals-based-approach-align-with-a-traditional-stakeholder-analysis

TATA SUSTAINABILITY GROUP
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- Ensure objectives for Integrated Reporting are clear.

« Conduct an assessment of the benefits of introducing

Figure 2: Key steps to starting the Integrated Reporting Journey Integrated Reporting and test components of the Framework.

« Read other company IR reports to understand and how they
adopt Integrated Thinking and tell their story of performance
and prospects.

+ Seek feedback from: Stakeholders and business Ensure (1 « Consider the context and regulatory reporting requirements
leaders; reporting team; assurance providers understanding of in the firm's jurisdiction
7 goals, objectives ’
« Benchmark against: Companies in lIRC’s pilot and implications
programme; examples of award winning reports Release of Integrated Setup
of Integrated Reporting appropriate
Report and seek structures,
feedback from team to
stakeholders govern,drive (2
and other and manage
sources process « Empower and train the Report Team in
Integrated their responsibility for communicating
Reporting = Journe for communicating a balanced view. Seek
6 p p. gd_C . y CEO and Board support and appoint an

Review of ract.lce and Continuous Plan executive to drive the process (e.g. CFO)
| improvement’ process

ntegrated

and
Report
content
- Review at relevant levels, but ensuring board 3
has provided ultimate approval « The audience of the report should be
Compile agreed upon, this will play an important
Integrated Information role in defining report content
gathering
5 Report - Define scope and boundary of the IR.
+ Determine material issues.
4
+ Set up a timetable (Building in sufficient
review time).
+ Implement/refine systems to accurately obtain and
+ Involve key players up front monitor relevant performance date.

« Implement/refine an appropriate assurance process to
confirm credibility and reliability of date used in the IR.

TATA SUSTAINABILITY GROUP
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