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At the Australian Financial Review
(AFR) / KPMG Roundtable earlier this
year, | said, “I think we pay a lot of lip
service to the idea of caring about all
our stakeholders, not just investors,
but do we really care? At the end of the
day when you sit in the boardroom, are
you really talking about the financials
or are you really talking about all
stakeholders?”

| also said, “Every business needs to
make money to stay in business, but we
need to understand that there is a clear
purpose far broader than making money.
It is the means by which you make it. WWe
continue to think that saying more about
what we are doing is going to win back
trust. But it's about how you go about
your business that will do that.”

Step forward to October 2018. The AFR
on Saturday 20 October 2018 reported
the CEQ's of the Big 4 banks reflecting
on 2018 and the interim findings

of the Banking Royal Commission.
Their comments built on the theme

of rebuilding corporate trust. Improved
transparency is a critical element of
restoring trust — without transparency,
there is no trust.

The key to regaining trust is that
business needs to show a genuine
shift from ‘doing things right’ to
‘doing the right thing". This is not just
a semantic tweak, but a fundamental
mindset change.

My Accounting 101 teacher told me,
"you've got to make sure that you
produce reports that are useful for
the user." As it turned out, thatis a
good principle. Somewhere along the
line we have lost our way and | think
integrated reporting is trying to bring
us back to that. At the end of the day
this information has to be useful for the
customer. Integrated reporting is an
attempt, and it's a successful attempt,
to bring back utility for the user.

Integrated reporting is a great enabler
of improving transparency, and so
contributing to the restoration of trust

— communicating the business story to
all stakeholders, including customers,
employees and the broader community,
as well as investors.

This report summarises the journey that
many organisations are taking using the
principles of integrated reporting and has
useful guidance on how to get started
on the journey or continue it. | commend
it to you.

Reporting Council

Chair, Australia Post

Vice-Chair, International Integrated

Chairman Australian Business
Reporting Leaders Forum

Chancellor, Deakin University
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pduction

Welcome to KPMG's fifth survey of ASX 200

Corporate Reporting.

Nearly half of Australia’s largest listed
organisations and many large scale
non-listed organisations are now using
the principles of integrated reporting
to better communicate how they
create value for their shareholders
and/or stakeholders, including
investors, customers and employees.
This is a dramatic rise from the first
edition of this report, four years ago.

This report explores the drivers of
change in Australia and provides a
brief update on global developments.
It focuses on the next steps, aiming
to assist organisations understand
the business opportunity in taking
voluntary action now. In particular,

it assesses how corporate reports
can be used to communicate an
organisation’s strategy and explain
more meaningfully not only its
profitability but also the underlying
drivers behind it, including innovation,
intellectual property, technology,
people, business relationships,
governance, strategic management
and key business processes.

It is important to make a distinction

- integrated reporting is a business
initiative; the integrated report is an
outcome. Deriving benefits from more
integrated thinking does not require
full application of the International

Integrated Reporting Council’s (IIRC)
Integrated Reporting Framework
(<IR> Framework). That can come
later. The focus now is on leveraging
the principles of integrated reporting
to provide more insightful business
reporting.

Background

The failures in governance shown

in the Global Financial Crisis (GFC)

a decade ago led to the formation of
the IIRC in an effort to increase focus
on creating, preserving and reporting
on longerterm business value.

It has often been stated that Australia
was relatively unaffected by the GFC.
Yet the behaviours demonstrated back
then have also been highlighted this
year in the findings from a number

of regulatory and other publicised
investigations and enquiries, which
have revealed fundamental flaws in
areas such as governance and business
processes. It has again shown that the
focus has been on maximising short-
term financial returns, often to the
detriment of staff, customers and

the broader community.

These behaviours —which are not
limited to one sector - have contributed
to the reduction in public trust in
corporate Australia, as reflected

in the EdelmanTrust Barometer.
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We believe this backdrop of falling
public trust has contributed to the
significant rise in the number of ASX
companies now seeking to adopt the
principles behind integrated reporting.
There are also other drivers — the
opportunities presented to business
from rapid technological innovation
are compelling. Business strategies
and models have evolved, and must
continue to do so, as change occurs
even more rapidly. Disrupting rather
than being disrupted is a key challenge
and opportunity.

Integrated reporting provides a way
to grasp these opportunities and
manage the challenges. It also offers
the opportunity for organisations to
package the business story and what
this means for its future in a way that
investors, customers, employees
and others can quickly understand,
consider and ultimately trust.

Globally, the IIRC believes that
integrated reporting has achieved

the ‘break-through’ stage of global
implementation. Accordingly, it
announced in October 2018 that

it is moving to the ‘Momentum
Phase’, preceding a move to the
Global Adoption Phase in 2021. The
Momentum Phase recognises that
there is a wide variation in the pace
and scale of adoption of integrated
reporting around the world, from
jurisdictions where it is already

the corporate reporting norm, to
jurisdictions that are just getting started
on their integrated reporting journeys.

What is next?

The findings in this report give
Australian organisations a good
starting point. They provide
benchmarking information to gauge
the maturity of an entity’s corporate
reporting against the ASX 200 and
include suggestions on how to
enhance core areas of that reporting
to provide deeper insight.

Action is required now as the
proposed corporate reporting
recommendation in the ASX Corporate
Governance Council's revised
Corporate Governance Principles &
Recommendations (draft 4th Edition)
is about the rigour of the processes
underpinning what is reported in
corporate reports rather than just
the reports themselves. Claiming
adoption of the recommendation
will likely require some changes

to internal practices and processes.
For this reason, the time between
now and when the 4th Edition
becomes effective will go quickly.

KPMG has focused on better business
reporting for 20 years and has been
assisting pioneering organisations
in implementing the principles of
integrated reporting for a number

of years. Please refer to the section
on ‘How KPMG is helping’ for more
information. If you would like more
information on a practical approach
to improve your corporate reporting,
please contact us.

Andrew Yates
National Managing Partner Audit,
Assurance & Risk Consulting

Nick Ridehalgh
Lead Partner,
Better Business Reporting
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The stages of the
Reporting Continuum

&<

Stage 1

Cutting the clutter
in the annual report.

&

Stage 2

More insightful reporting,
moving beyond cutting

the clutter to focus on
value creation in the short,
medium and long term,

by using the principles of
integrated reporting.

9
N

1. http://cms.edelman.com/sites/default/files/2018-02/2018_Edelman_Trust_Barometer_Global_Report_FEB.pdf

Stage 3

Integrated Reporting,
with reference to the
International Integrated
Reporting Council (IIRC)'s
International Integrated
Reporting <IR> Framework
(<IR> Framework).

This report is KPMG's fifth survey on the ASX200's Corporate
Reporting in Australia, and follows on from KPMG's 2017 survey
Corporate Reporting — a significant shift towards adoption of the

principles of integrated reporting.

This year we have seen a significant
increase in the number of organisations
that have moved into ‘Stage 2

of what we call the Reporting
Continuum, as well as progress by
those already in Stage 2 in providing
more insightful corporate reporting.
These organisations are leveraging the
principles of integrated reporting when
designing and writing their reports.
This is helping them to provide deeper
insight into the performance of the
organisation and how value is created
and preserved over the short, medium
and long term. They are demonstrating
the integrated thinking that is occurring
within the organisation.

The drivers of change

The EdelmanTrust Barometer 2018
made for gloomy reading for Australian
businesses — the Australian public’s
trust in business sits at 45 percent

in 2018, down from 48 percent in

2017 and below the global average

of 52 percent.

The findings from recent regulatory
and other publicised investigations

and enquiries in Australia revolve
around a focus on maximising financial
returns, often to the detriment of staff,
customers and the broader community.
These behaviours have contributed

to the reduction in public trust in
corporate Australia.

The contemporary business issues
identified by these investigations
and enquiries have been known for
some time and most have already
been addressed in the Consultation
Draft of the 4th Edition of the ASX
Corporate Governance Principles and
Recommendations (draft 4th Edition)
which was released in May 2018 for
public comment.

The issues addressed in the draft

4th Edition relate to improved Board
processes and practices, including
how the organisation’s purpose, code
of conduct and values have been
embedded within the business and
how the Board monitors breaches
and actions taken. It also addresses
the Board's requirement to better
align executive remuneration with the
creation of value for shareholders over
the short, medium and longer term.
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Other areas of focus include diversity,
culture, risk management and risk
appetite, whistle-blower, anti-bribery
and corruption policies, climate

change and social licence. All these
areas are underlying value drivers for

all organisations and align with the
principles of integrated reporting, being
the effective use and nurture of not just
financial capital and tangible assets,
but also the following, to create and
report on long-term value:

e people and their behaviours

¢ brand, knowledge and know-how,
processes and systems (intellectual
capital)

¢ relationships (customers, suppliers,
regulators and the community)

e supply chains and access to and
affordability of natural resources,
and the business's impact on the
environment.

The draft 4th Edition includes a

new corporate reporting process
recommendation, sitting within
Principle 4, requiring disclosure of
the process to validate corporate
reports and to provide investors with
appropriate information to make
informed investment decisions
(‘corporate reporting process
recommendation’).

"A listed entity should have and
disclose its process to validate that

its annual directors’ report and any
other corporate reports it releases to
the market are accurate, balanced and
understandable and provide investors
with appropriate information to make
informed investment decisions.”
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The commentary to the corporate
reporting process recommendation
notes that some entities use the
principles of integrated reporting
as a useful framework for preparing
operating and financial reviews in
Directors reports.

We understand that the exact wording
of this draft recommendation may
change prior to release of the final

4th Edition, but the sentiment will

not. This recommendation will likely
drive a significant change in not only
what Australian companies report, but
when and how they report it. It will
also influence how Boards define what
constitutes their corporate reports
portfolio and then report on how they
ensure the credibility of published
information through independent
external assurance or other means
such as through management controls
or internal audit (their three lines

of defence).

Leading organisations

are already taking action

This year there was a significant
increase in the number of
organisations focusing their reporting
on value creation for shareholders and
other stakeholders. Many of these
organisations are not only improving
disclosures to address contemporary
business issues but in doing so are
being innovative in how they present
the information. They are already
taking action to help re-build public
trust through enhanced transparency.
A number of examples of innovation
in reporting and emerging practices
from both listed and non-listed
organisations have been included

in this report.

5

0376

of organisations surveyed outline
their corporate purpose (and/or
mission and vision).

A1%

of organisations surveyed set out
their corporate values.

A8

of organisations surveyed focused
their reporting on value creation
for shareholders and/ or other
stakeholders and not just historic
financial earnings. (2017: 25%)
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Integrated thinking is 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 thinking leads to
integrated decision-making and
actions that consider the creation
of value over the short, medium
and long term.

Source: <IR> Framework.

Although the draft 4th Edition will
not be effective for some time, we
encourage listed organisations to
consider the likely impact of the
proposed changes on their current
governance and reporting practices
now. This is because the proposed
corporate reporting process
recommendation is process-based,
rather than focussed on the content
of corporate reports.

Financial reporting processes have
‘audit-strength’ rigour from being
developed and refined over many
years. Processes and controls over
reporting of other information — non-

financial metrics, narratives, strategy

and business model diagrams, risks
and risk management measures —
are not yet as mature. Organisations
should start getting ready now as it

will take time to get processes into a
state where the Board can confidently

make a positive statement under
the corporate reporting process
recommendation.

An illustration of the ASX200 advancing along the Reporting Continuum

Stage 1

Cutting the clutter in
the annual report

(O 2017 @ 2018

There are also significant opportunities
from taking early action to develop

a clear reporting strategy and make
the required voluntary changes

in advance of the release of the

final 4th Edition. Adoption of the
principles of integrated reporting can
demonstrate a positive response in
the current environment, enabling
more effective communications with
customers, employees and other key
stakeholders, as well as investors.

» Stage 2

More insightful
reporting

>
o
» Stage 3
Integrated Reporting
<IR>
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Key report content areas

This year our survey has once again examined the progress made by the ASX
200 in seven key report content areas. These are the areas that organisations
typically focus on when moving along the Corporate Reporting Continuum.
Leading reporters in each of these areas are using the principles of integrated
reporting to help improve the quality of their disclosures and show a more
holistic picture of how they are creating long-term value.

1. Strategic focus and key performance indicators

When describing an organisation’s strategy, the disclosure should give the reader 480/0

enough information to understand what the organisation wants to achieve and

how it will measure progress and success. of organisations surveyed

disclosed specific objectives,
which underpin their high-level
strategy thereby giving the reader
Insight can be added by including: insight into how they intend to
deploy the strategy. (2017:12%)

Opportunities to provide deeper insight

e specific strategic objectives that underpin the organisation’s purpose
(vision and/or mission)

¢ the key value drivers required to deliver on each strategic objective
(staff, IP natural resources, customer and community buy-in)

¢ the KPIs that will be used to measure performance, including the delivery
of products or services (outputs) and the protection of key value drivers
for use in the future outcomes.

Being more specific in the strategy section will help to improve the overall
connectivity of the report. The subsequent performance section can then
include the performance against the KPIs identified, accompanied by
narrative explaining how the organisation has performed in achieving its
strategic objectives and the resultant impact business activities have had
on the availability of key value drivers for use in the future.

FYI6 e A47% 43% %
FYT7 e 18% 0% 2%

Quality scale: Strategy focus and key performance indicators

M Limited or no M High-level discussion of strategy M Discussion includes specific B Includes information on how
discussion of strategy giving an idea of where the strategic objectives which the successful implementation
organisation is heading in the underpin the strategy (i.e., how of strategy will be measured
short and/or medium term the strategy will be deployed) (KPIs)

© 2019 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
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2. Risks and risk mitigation, opportunities
O/ and opportunity realisation
0

Of the organisations surveyed 70 percent (2017: 70 percent) are now identifying
of organisations surveyed are their material business risks as well as explaining how they are being managed
connecting the risk disclosure to or mitigated by the organisation. Only 6 percent (2017: 3 percent) of these
other parts of their annual report organisations are connecting the risks to other parts of the annual report.

(i.e. strategy). (2017: 3%) o . _ N o
Very few organisations are referring to future business opportunities arising

from a changing global business environment and how those opportunities
are expected to be realised.

Opportunities to provide deeper insight

The next step which some organisations are taking, in line with the principles
of integrated reporting, is to show the connectivity of the material business
risks to both the organisation'’s strategic objectives, and the material

matters or key concerns of stakeholders which were identified through

the organisation’s stakeholder engagement process.

We noted that there was sometimes a disconnect between the material
risks disclosed in the annual report and the material matters disclosed in

the sustainability report. This inconsistency can be confusing for the reader
who needs to understand those risks that are likely to have a material impact
on the organisation’s ability to create value over the longer term.

There should only be one integrated summary of material business risks
and opportunities included in the annual report. It should include those
that are material to the delivery of business strategy and creation of longer
term value. Other disclosures that are important to specific stakeholders,
but not considered to be material to value creation (for example, certain
sustainability KPIs and related case studies) can be included on the
organisation’s website and referenced in the annual report.

See page 17 for an example of how ANZ have aligned their stakeholders’
material issues to the Material Risk categories used in their Risk
Management Framework.

FYIO 16% 64%
FYT7 16% 67%

Quality scale: Risk and risk mitigation, opportunities and opportunity r tion

W Limited or no M |dentification and description B Includes information on how M Risks are connected
discussion of material of material business risks the material business risks to other parts of the
business risks are being managed or report (i.e. strategy)

mitigated by the organisation
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3. Business model

Clear articulation of how the organisation creates value, including the
organisation’s business model is critical to helping the reader understand
how the organisation puts its strategy into effect, how its value drivers
operate and therefore how it creates long-term value for shareholders
and other key stakeholders.

The majority of organisations are still only disclosing their business activities
at a high level. However this year 12 percent of organisations surveyed are
also providing insight into how the key value drivers they rely upon are being
employed in key business activities.

Opportunities to provide deeper insight

To take the business model disclosure further and to provide a deeper level

of insight into how the organisation creates value, leading reporters are basing
their business model disclosures on the end-to-end value creation process

as described in the <IR> Framework.

The value creation process starts with the organisation explaining how its

key value drivers are used in critical business activities to create value for
shareholders, as well as how they are protecting or enhancing outcomes

for others. Key value drivers include relationships with key stakeholders

(i.e. customers, employees, impacted communities) as well as the company’s
ability to leverage and access other key business resources (i.e. innovation,
intellectual property, brand, technology, social licence and natural resources)
to deliver long term value.

See pages 18, 22 and 26 for examples of strategy and business model
disclosures developed using the principles of integrated reporting.

%

of organisations surveyed
describe their business model
in enough detail for the reader
to understand the key inputs,
business activities and outputs
of the organisation. (2017: 9%).

FYI6 I 16%
FY1/ 1% 12%

Quality scale: Business model

[l Limited or no business M High level business model W Discussion includes the W The outcomes in
model discussion discussion focused on identification of key inputs, terms of key value
business activities activities and outputs drivers are discussed
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4. Governance

0/ This year it was pleasing to see an increase in the number of organisations
O including a governance summary in the annual report. Now over 50 percent
of organisations sampled are including governance information (FY17:

of organisations surveyed have .
9 v 37 percent) in the annual report.

included an ‘active governance’
summary, highlighting the key
areas of focus of the Board.
(2017: 5%). Opportunities to provide deeper insight
Leading reporters are going further and using the governance summary
to focus on ‘active governance’, being how the Board has supported value
creation during the year, including:

e explaining how the Board actively oversees management's delivery
against strategy, within the risk appetite of the group;

¢ highlighting key areas of concern, activities and actions taken
by the board and its committees during the year; and

e summarising how the governance structures have adapted to changes
in business practices, including changes in the governance structure
and frameworks with more detail provided on the website.

These organisations have continued to include the Corporate Governance
Statement and other standing data on the corporate website, with a clear
link provided in their annual report.

FY18 A% 45% 8%
FY1/ 63% 32% 0%

Quality scale: Governance

Il No Corporate Governance B Includes the Corporate Governance B Includes an ‘active governance’
Statement or governance Statement or a governance summary summary, highlighting the key
summary focusing on factual standing data areas of focus of the Board
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5. Perfformance and future prospects

Over 70 percent (2017: 50 percent) of organisations have moved on from talking 0/
only about financial position and performance and are now including narrative O
on non-financial performance. Approximately 9 percent of organisations are now

. . of organisations surveyed
also showing performance against targets, budgets or other measurable KPlIs. g v

include narrative information and
guantitative measures, such as
performance against targets,
budgets or other measurable KPls.
(2017:4%)

This year as more organisations have transitioned into Stage 2, or improved

the quality of their insights and reporting within Stage 2, we have seen
improvements in disclosures over organisations’ future prospects. There is
now greater awareness that reporting on future prospects does not necessarily
mean including financial forecasts and projections in corporate reports.

The <IR> Framework does not require the reporting of financial forecasts and
projections. The focus is on explaining the health of the business through lead
performance indicators (e.g. customer and staff net promoter scores, innovation
and new products, environmental performance) and discussion on how the
organisation is responding to changes in the external environment, including
global mega trends such as technological innovation and climate change.

Reporting in this way will also enable more effective communication to investors
and all other key stakeholders about how executive remuneration is linked

to their performance in strategy execution and delivery of value to shareholders
and other important stakeholders.

Performance

FY18 20% /1% 9%
FY1/ 46% 0% 4%

Quality scale: Performance

[l Discussion is focused mainly M Includes narrative about how the B Includes performance against
on financial performance and organisation has gone in achieving targets, budgets or other
position of the organisation its strategic objectives measurable KPIs

Future prospects

FYIO S 20%
FYT7 R 45% 10%

Quality scale: Future prospects

B Limited or no B Financial outlook for B Financial and strategic W Outlook in the short, medium
discussion of outlook one year or less outlook for one or more years and longer term, including
information about changes
in the external environment
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6. Connectivity

O/ Many reports are still a collection of individual regulatory-compliant disclosures
0 (strategy, business model, risks, governance and performance) presented as
silos of information. Connecting elements of disclosure within the report helps

of organisations surveyed are
the reader understand how the Board has overseen and management has

improving connectivity and helping

readers navigate their Annual executed the strategy, optimised the use of value drivers to deliver required
Report with icons, symbols, tabs, products and services, whilst protecting and enhancing those value drivers
page references, and/ or links to for future use — their value creation story.

where additional information can

be found. (2017: 4%). To help improve the connectivity of information within the report, 6 percent of

organisations (2017: 4 percent) have used icons or symbols to show the connection
between strategic objectives, use of value drivers, risks & opportunities,
performance and prospects. More have used tabs and links (page references)

to help the reader navigate to different parts of the report (or access other reports
in the corporate reports portfolio) where further information can be found.

Connectivity can also be achieved through the innovative use of technology.
For example, Qantas have created an online corporate reporting microsite to
house a ‘building long term value’ portal which provides regulatory-required
and voluntary information in a structured and layered manner to meet
stakeholder information needs. See page 16 for further details.

We strongly advise Board's and executive management to take action now. If you wait for prescriptive requirements
from regulators, you will miss the opportunity to think through and enhance your current practices and reporting.

Three steps to take include:

2 3

Focus on business Determine what could be done to better Clean up irrelevant internal
improvement opportunities explain the qualities of your organisation, practices and internal and
from more integrated thinking and the challenges and opportunities external reporting.

you are dealing with, to the capital

markets, customers, employees, other

stakeholders and the broader coommunity

KPMG has been focussed on Better Business Reporting for over 20 years and key KPMG team members have been
instrumental in developing the <IR> Framework with the IIRC, and now seeing it implemented at the national and
individual organisation levels. The KPMG team has been working with early adopters in Australia and New Zealand
to develop and implement more effective reporting strategies and build and/ or assure the underlying Integrated
Reporting Management Systems.

We have tried and tested methodologies and tools to ensure these projects deliver real business benefits for
the company (in terms of cost, timing and internal strategic alignment) and better information for all stakeholders
through clarity, conciseness, connectivity and a focus on what is important to the delivery of business value over
the short, medium and long term). Further detail is provided in the How KPMG is Helping section.
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Assurance

We did not examine trends toward
assurance over non-financial metrics

or the principles of integrated reporting
in this survey. However some early
examples of assurance on reports using
the integrated reporting principles are
beginning to appear.

Two Australian highlights of the year
were the Cbus 2018 Annual Integrated
Report which included a KPMG
assurance opinion (see page 21 for
further details), and the CBA 2018
Annual Report, which included two
audit/ assurance reports signed by its
independent external financial audit
partner, one on the financial report and
one on certain non-financial metrics.

Internationally, 2018 saw the world's

first assurance opinion under the <IR>
Framework —in the Netherlands, for ABN
AMRO's Integrated Annual Review?.

Going forward we expect assurance

of non-financial metrics and the
principles of integrated reporting to
become a growing trend, especially as
reporting continues to mature and the
demand for it by investors increases.
Organisations in or approaching Stage
3 of the Reporting Continuum will need
to consider the difference between
referencing or applying the principles
of integrated reporting versus fully
adopting the <IR> Framework. This

is an important distinction if the aim

is to claim full adoption of the <IR>
Framework, and will be important when
scoping an assurance engagement for
an integrated report.

Corporate reporting — Rebuilding trust through improved transparency and insight 13

Some of the important requirements
that need to be addressed in order to
claim adoption of the <IR> Framework,
and that may not all be being applied

in a report prepared with reference to
or applying the principles of integrated
reporting, include:

e The report must comply with all 19
bold italic (black letter) requirements,
including the fundamental concepts,
guiding principles and content
elements.

® The report should be a designated
and identifiable communication,
which when combined with the
guiding principle of conciseness,
means that the report will be a
concise, designated and identifiable
communication with a clear start
and a clear finish. This boundary
will be important in scoping an
assurance engagement.

e The report must explain any
departure from the black letter
requirements, for example where
reliable information is unavailable,
specific legal prohibitions exist,
or where disclosure would cause
significant competitive harm.

e The report must contain a Board
responsibility statement, including:

—an acknowledgement of the
Board's responsibility to ensure
the integrity of the integrated
report

—an acknowledgement that the
Board has applied its collective
mind to the preparation and
presentation of the integrated
report

— its opinion or conclusion about
whether the integrated report is
presented in accordance with the
<IR> Framework.

The <IR> framework recognises
integrated reporting is a journey.

If an integrated report does not contain
a statement by the Board, it should
explain:

¢ the role the Board played in its
preparation and presentation,

¢ the steps being taken to include such
a statement in future reports, and

¢ the time frame for doing so,
which should be no later than the
organisation’s third integrated
report that references the <IR>
Framework.

The latter requirement will be important
in an Australian context as Board's
consider their adoption of the ‘Corporate
reporting process recommendation’

in the draft 4th Edition.

Itis important to understand that the
draft 4th Edition does not recommend
or suggest that all of an organisation’s
corporate reports be subject to
independent external assurance.
Organisations implement and maintain
internal controls over key systems and
processes. Risk functions supporting
the business deal with new or emerging
risks, internal audit often implements

a program of testing over these key
systems and processes, as well as
over changes made for new risks.

Then there is independent external
audit over regulatory and voluntary
reporting, where requested by Board's.
This is sometimes referred to as the
organisation’s three lines of defence.

The draft 4th Edition requires the Board to
determine and disclose, in effect, which
line of defence they are relying on for
specific reports and disclosures. It is likely
that independent external assurance

will be required where the information is
considered material to market value and/
or market brand and reputation.

2. Available at https://www.abnamro.com/en/images/Documents/010_About_ABN_AMRO/Annual_Report/2017/ABN_AMRO_Integrated_Annual_Review_2017.pdf
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AGL: = Brambles: Chbus:

From the 2019 financial acklh As a first step towards This year Cbus have focused on
year, AGL intends to apply \llui, producing an integrated improving the integrated report
the principles of integrated 5 value story, Brambles through more clearly explaining
reporting to its corporate : has used the principles how they create value for
reporting information. This - of integrated reporting to members and their business
process will bring key aspects illustrate the interaction and model. This year the report

of both the Annual Report and interdependencies between includes assurance over non-
Sustainability Report together its sources of value, business financial data and processes

to provide a holistic overview model and ability to create that underpin the development
of AGL's strategy, governance, value over time. of the report.

performance and prospects, + See an extract + See an extract

including how they think about on page 18 on page 22

value creation in the short,
medium and long-term.

Australia and New Zealand
Banking Group (AN2Z):

ANZ have continued to draw
on aspects of the <IR>
Framework to describe

how its business model,
strategy, governance and risk-
management processes are
addressing its most material
issues and delivering value
for its shareholders and other
stakeholders.

GPT:

GPT is starting to apply
the principles of integrated
reporting in its Annual
Review which is guided

by the <IR> Framework.
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A
Connecting you Annual

Report 2018

Lendlease: NRMA: Stockland:

Lendlease released its third The NRMA's second integrated report Integrated reporting is ajourney
integrated annual report. This has been prepared with reference to the towarq more meamngful corporate
report has continued to evolve <IR> Framework. This report covers the reporting and is a process of continuous
over time. This year Lendlease’ NRMAs most important issues, those lmprovement‘, one that Stocklgnd

2017 Annual Report won the issues that the leadership believes could believes p.rov.ldes gregt benefit to both
2018 Australasian Reporting substantially influence the value created the organisation and its stakeholders.
Awards, Special Award for by the NRMA for its Members, business + See an extract on page 20
Integrated Reporting. and the community over the short,

medium and long-term.

See an extract on page 24

Qantas: VicSuper:

Qantas's reporting strategy
focuses on disclosures to
shareholders of information
which is prepared in a manner
consistent with the guiding
principles that underpin

VicSuper believe that integrated
reporting helps it better
understand its operating model
and the issues it faces. It gives

National Australia Bank VicSuper an effective way of

(NAB): ot red i showing its stakeholders how
The Annual Review is ntegratedreporting. they benefit from VicSuper’s
an integrated report that See an extract on page 16 ‘integrated thinking" approach.

demonstrates NAB's
commitment to, and
strategies for, creating value
for its customers, people,
shareholders and community.

+ See an extract on page 26
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nnovation|

Xame

The following pages contain examples
of the emerging good practice

in corporate reporting from both
Australian listed organisations and large
scale non-listed organisations. Each
example has been selected based on
its innovative or developing approach

in demonstrating how the organisation
is creating long term value for
shareholders and other stakeholders.

"We report transparently to
demonstrate how we're creating
shareholder value, delivering on
our strategy, laying foundations
for long-term sustainability and
making a positive impact in the
communities we serve'

oo L

dll

ASX 200 reporters

practice

Every year, millions of people rely on the Qantas
Group to take them somewhere.

Source: Qantas 2018 Annual Review microsite

Qantas’ reporting strategy focuses on
direct disclosures to its shareholders.
This information is preparedin a
consistent manner with the guiding
principles that underpin integrated
reporting. This year Qantas released
an Annual Review microsite focused
on demonstrating how it is building
long-term value. This site is still in
development, but once completed will
be a ‘one stop shop’ for investors and
other stakeholders, allowing them to
obtain all the Qantas group’s published
information in a single location.

The Qantas microsite includes
information in three key areas:

¢ |ooking ahead (global forces
and the strategic plan)

e delivering today (CEO and Chairman
reports and current year reporting
against strategic pillars, including
financial and non-final metrics)

e acting responsibly (Qantas'
approach to key areas such as
people, community, planet,
governance, and reporting).

The microsite allows more granular
and regular information to be
published for shareholders and other
stakeholders, without clogging up
the required disclosures in regulatory
reports and filings.
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Australia and New Zealand Banking Group (ANZ)

F-
uv nr %“ g

In their 2018 Annual Review, ANZ have
continued to draw on aspects of the <IR>
Framework to describe how its business model,
strategy, governance and risk-management
processes are addressing its most material
issues and delivering value for its shareholders
and other stakeholders. ANZ outline its response

driving sustainable returns for all stakeholders.
The extract below shows how ANZ has been
able to align the material matters identified from
its stakeholder engagement to the material risk
types which are managed through ANZ's Risk
Management Framework and disclosed in more
detail in the Annual Report.

AL
REVIEW

to external social and environmental challenges,
including the work it is undertaking to rebuild its
reputation as a fair and responsible business,

MATERIAL ISSUES AND RISK MANAGEMENT
Our most material social and environmental risks and opportu
table below shows). Tt

nment in which we operate.

WHAT
MATTERS
MOST

s are captured and managed within our existing Material Risk
ween our Material Risks and the challenges arising from the external

Afulllist of ANZs Material Risks is available on page 38 of the 2018 Annual Report.

MATERIAL RISK TYPE

MANAGEMENT OF MATERIAL RISKS

OUR MOST MATERIAL ISSUES

Through our annual materiality assessment we engage with internal and external
stakeholders to inform our identification of social and environmental risks and
opportunities. We seek to identify those that have the most potential to impact
our ability to operate successfully and create value for our stakeholders.

MOST MATERIAL
ISSUES

COMPLIANCE RISK
The risk of failure to act in

sess emerging
compliance risks and implement robust reporting and
certification prox

pr
principles of good governance as applicable
0 ANZ's businesses.

jement as a separate element
y, manage and report on
ely manner

business and external operating environment and the expectations
form our business strategy thinking and our Sustainability Framework,

- the Whistleblower Protection Pc
contractors to make confider
regarding cof lating to accounting, intemnal

other matters.

This year, stakeholders ranked the following issues (isks or opportunities) as having the most potential to impact our value creatior
in the short, medium and long-term:

OPERATIONAL RISK
stakeholder The risk of loss and/or

eto

ith
uate o failed internal

e are trustworthy. St eholdes con
outcomes, products with poor value for customers and conduct issues,

Operational work continues to meet organ:
needs and regulatory requirements.

Corporate governance: it is well recognised that orgas with
in place are likely to perform better in the longer term. This year st
on misconduct and failures to meet community e

the first tim > has been ranked in the top fiv
highlighted at

corporate governance pro
s told us that ANZ needs t

failed inter
and systems, but excluc

ategic risk.
REPUTATION RISK
The risk ofloss th

impacts ea
thatis caused £

We manage Reputation Risk by maintaining a positive
and dynamic culture that

Commission.

- ensures we act with in

tegrity; and

Fraud and data security: could significantly disrupt the bank's operations and impact ou reputation in the

- enables us to build strong and trustet

breach. Ensuring we have strong inten: ls and risk manaqﬂmer(vamﬂ\ jorks in pl n‘\[na[ﬂ(m - fonships with
Ongoing ed ur custe - adverse perceptions of the Group held by any  customers and clients, with colleagu with the broader
is lso considered important. f of customers, the community, shareholders, ociety. '
] e ell established decision-making frameworks and | IS P
Customer experience: d positive customer eis a key way in which ANZ can differentiate itself from 1 onduct risk assoct ure our business decisions are guided by sound 1
and deliver sustainable business performance in the long term. Stakeholders also highlighted fairness, 1 employee: al nvironmental standards that take Into account 1
bilty and simplicity of prod ritical to demonstrating to customers that they can trust us to I -4 o eputation Risk. i
1 the right products and services for their circumstances, 1 impacts of our lending decisions. 1
H STRATEGIC RISK  and manage strategic risks thiough our annua 1
! tthe Goups business strategy and ged by the Execu 1
tations are being redfin 1 an increase in 1
oday, the s '] y nple: Credit 1
1 Fisk,Market Riskand Operatonal isk 1
i 1
1 TECHNOLOGY RISK 1
1 The risk of lass and/o 1
1 laws resulting 1
bs in our 2018 mater 1 " paths to supp i
Jes, is disc 1 /ents impacting on Twm including the nt of our technology 1
1 compromise of an IT asset's confidentiality anisms to ensure our 1
1 integrity or availabiliy. 3 '
1 sk, continues to meet organisationsl needs and
1 regulator uirements. :
U 1
! 1
¥ T
! 1
. ! 1
Source: ANZ Annual Review 2018, page 12 and 13. ! ]
! 1
: 1

The stakeholders material issues are then

linked, through the use of icons, to the existing

Material Risk categories, demonstrating a clear

linkage between Material Risks and the challenges arising
from the external environment in which ANZ operates.
These risk categories and how ANZ is managing them then
aligns directly with the ‘Our approach to Risk Management’
in the Annual Report.

Through ANZ's annual materiality assessment

it engages with internal and external

stakeholders to inform its identification of social

and environmental risks and opportunities (material issues)
that have the most potential to impact its ability to operate
successfully and create value for stakeholders.

© 2019 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation.


https://anz-2018-annual-review.com/
https://anz-2018-annual-review.com/

18 Corporate reporting — Rebuilding trust through improved transparency and insight

o This year Brambles’ Annual Report focused
s on clearly articulating how Brambles
creates value. Brambles have leveraged the
principles of integrated reporting to illustrate
the interactions and interdependencies
between its sources of value, business
model and ability to create value over time.

o brambles com

How Brambles creates value:

INPUTS

VALUE CREATION > OUTPUTS
By sharing and reusing Srambles’ products versus single use ahermatives,
%é value 1 created for its customers, the environment, and sociedy.
—-—

[N
Brambles platforms help Natural Capital Social and Relatonship Capetal
reduce food waste

Customer-driven Custamer valus
environmentsl savings:  Enhance operational efficiency

© 2.6m tonres o0  Free up cash snd resources

- Lower overalt supply chain coste
© 2100 megaiitres of water

MNatural Capil apital

99.4% wood froi
regenerales si

fram certified sources
s siocks of raw materiala
Manufacture:
Circulor, share & res

Social hcence:
D 1.6m cubic meters of wood Advocacy for 8 ciroular economy

Q 1 imuees
© 1 emitannes of wasie Eﬁ'

Circular
Human and Intellectual m
S Share and Reuse
Attracting talent, ideas & innovation \\ i
) Model resrepe il cipl
N

_ Posmisiiiod ts Saue phadhct Developing engaging Network sdvantage %

Financial Capital waste to landl il i il i il Y
S chaing of the future  DIGITAL
Atvracting lo S
5 ol W QAo =5+ s 5 45 0 DlWORIOR
h .

Social and Relationship Capital Q N atsrrssiirarerses i Tanes paid
i 8 “ .
Foutering positive stakeholder = ! ~

~

. mg Sealeelated Vg ¥y Network scale density A Drowth il i ;
o operational efficiencies « 4" and expertise Al

and people

: @ The inputs into the value creation process
are Brambles' key value drivers, the different
resources and relationships that they depend
upon to be able to operate the business,

deliver on strategy and ultimately create
value for investors and other stakeholders.

06000

Source: Brambles Annual Report 2018, pages 2 & 3 .
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Commonwealth Bank of Australia

better bank

|¢

This year CBA produced a comprehensive
‘combined report’. The report is all-inclusive,
combining the Annual Report with a previously
separate Corporate Responsibility Report.

The report provides insight into CBA's strategy
and its objective to achieve it through sustainable
business practices, the potential risks to
execution and risks arising from climate change.

The report also discloses a comprehensive set of
both financial and non-financial metrics through
which its performance can be measured as well
as an update on regulatory, legal and industry
inquiries faced including a summary of the bank's
response to the APRA Prudential Inquiry Report
(APRA Report).

The theme of transparency was observed in the
Chairman'’s and CEO's messages respectively
that provided a balanced assessment of the

Strategic report

Chairman’s
message

“Your Board, team Dear Shareholc
and our people are committed
to making CBA a better bank
and to achieving our purpose
of improving financial
wellbeing for our customers
and communities.”

“This has been a difficult year. Confidence i the Bank
has been severely tested due to a series of conduct and
compliance issues. As a resul, trust n the Bank, and its
reputation and standing, have been damaged.

The Board and | regret, withou reservation, the Bank's
failings over recent years, and apologise to all of our
stakeholders for what has happened.

e
. and
C B LcmgStare nas
Cathering Livingetine A0 businecces have prformed wel i yoar, anl we have
maitained our capal sreng. Thi
has supported a strong dividend for shareholders and
enabled the Board to determine a final dividend of $2.31

per share, taking the full year dividend to $4.31 per share,
fully franked, up 2 cents on last vear. It has also been a
vear of renewal at the Bank, and we have taken action to
set the Bank up for future success.

Regulatory and compliance issues

We take ful responsbilty for the issues we have faced,
and are committed to addressing our faiures. An outine

of the year's main regulatory, legal and industry reviews
is provided on pages 1011 of this report

Source: CBA Annual Report 2018, page 4

year's performance as well as looking forward

to the future direction of the organisation. This
theme was further observed in the remuneration
report where remuneration outcomes were
clearly linked to a balanced scorecard of CBAs
performance outcomes, leading to a reduction

in current executives’ and a clawback of past
executives' incentives as a result of, amongst
other things, the findings of the APRA Report.

The report also includes two assurance

reports: one on the financial report and the

other on the non-financial performance metrics
(environmental, customer, social and governance
metrics) in the strategic report. Both assurance
reports were signed off by CBAs independent
financial statement auditor, providing a signal

as to the leadership of assurance engagements
on future integrated reports.

"This has been a difficult year. Confidence in the
Bank has been severely tested due to a series of
conduct and compliance issues. As a result,
trust in the Bank, and its reputation and standing,
have been damaged.

The Board and | regret, without reservation the
Bank's failings over recent years, and apologise
to all of our stakeholders for what has happened.

The Bank has, however, continued to deliver
service and market-leading innovation for our
customers, and has continued to contribute to
our communities. Our businesses have performed
well this year, and we have maintained capital
strength.... It has also been a year of renewal
at the Bank, and we have taken action to set
the Bank up for future success.”

Catherine Livingstone AO
Chairman, CBA
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Stocdand

Annual
Report 2018

Stockland clearly summarise the reports in

its ‘corporate reports portfolio’ at the front of
each report. This includes outlining the report’s
purpose, target audience and how it has been
prepared (stakeholder engagement, reporting
boundaries, materiality etc.).

Including a summary of the Corporate Reports
Portfolio is not only considered good practice,
but also helps clarify for readers those reports

the Board considers to be ‘corporate reports’
and therefore relevant when considering

the recommendations of Principle 4 of the
ASX Corporate Governance Principles and
Recommendations.

Annual Review
(online only)

Sustainability Reporting
(online only)

Copies of all reports are
available online at:

our full corporate reporting suite for 2018 includes:

Our integrated report focused on strategy, governance, and our financial,

socialand environmental performance.

A detailed account of our FY18 financial performance, including our response
to the Financial Stability Board’s Taskforce on Climate-related Financial

Disclosure recommendations.

Our in-depth sustainability Deep Dives reported in accordance with
GRI Standards “comprehensive”. www.stockland.com.au/sustainability

Annual

Report 2018

www.stockland.com.au/
corporate-reporting

Source:Stockland Annual Review 2018
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WESEIEIS

Although the Wesfarmers’ Annual Report does not
WESFARMERS mention integrated reporting, it appears to follow
%‘I'&“AL REPORT many of the principles. The innovation in this report

is the clarity of governance reporting, including the
Chairman’'s Report and the explanation of why ‘social
licence’ is such a critical asset to be used to strategic
advantage by any organisation that is seeking to
deliver long term returns and value to shareholders,
customers, employees and other key stakeholders.

"...Therole of directors is to govern, not to manage.

The most important aspect of the role is the appointment

of the chief executive officer and ensuring that the CEO
assembles a competent management team. Directors whose
OBJEGTWE OF involvement is part time cannot possibly be across the detail of the

Is To PROVIBE business. They dglegate the running of-the cgmpany to management;

RY RET“R" -I-o but the_se’cond V|t_a| role directors play |’s holqlmg management’s ‘feet
smE“o IIEIlS tg the fire’ - ensuring .thgt the cqmpany s policies and procedures are
directed towards achieving desired outcomes, that management
understands and communicates the company’s values and codes of
behaviour, that bad news travels upwards as fast as good news, that

‘We believe it is only possible to achieve this over the long term by:

e oo s iy unacceptable behaviour is dealt with expeditiously and that employee
delivering competitive  and providing a sourcing ethically . . "
goods and services  safe, fulfilling work rewards are aligned with performance...

environment

M W M “...As for the suggestion that focusing on financial outcomes
B A St is incompatible with good corporate citizenship, we couldn’t

disagree more. The reason listed companies exist is to provide their
shareholders with financial returns. People buy shares in Wesfarmers
because they hope it will provide them with better returns than if they
buy shares in another company; but that does not give a company
licence to put profit before good behaviour. The simple fact is that
unless a company behaves as a good corporate citizen, it will not
achieve financial success over the long term. Poor behaviour will cause
many people not to buy shares or to sell their holding, customers

will desert it, it will result in fines or bans for the company and the
company will not be invited to join in profitable opportunities. In

short, the company will lose its ‘licence to operate’. That is why at
Wesfarmers we have always qualified our single financial objective
with the words you see on page four of this report; words describing
our commitment to take care of our employees, customers, suppliers,
the environment and the communities in which we operate..."”

Source: Wesfarmers Annual Report 2018, page 4

Michael Chaney AO, Chairman
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Other reporters

The member centricity of Cbus remains evident

in this year's Annual Integrated Report, as does

its focus on trust. The report draws out how Cbus
creates value for its members, what matters most
to its stakeholders, and explains its new approach
to investment. This year, for the first time, Cbus has
included assurance over some of the non-financial
data included in the report, including member
satisfaction scores.

Annual Integrated Report
2018

Cbus Annual Integrated Report 2018 Ourapproach

icts, services and solutions
insurance and suppc
t the needs of our members and

External environment

Cbus creates value for members by investing their
pooled superannuation contributions, returning all
profits to them and providing solutions to help them
achieve a dignified retirement.

employers

Our outcomes

regulatory changes.

H ow we Ourinputvs ‘
create value

m 2. Creating value 3.Our outputs

dtransforms
ate value for members

Our outputs

The inputs are t
toinnovative, long-

Construction ™ Employers T:f T
and building % &, andtheir &
unions; associations

We ise arange of resources We draw on our links with the The inputs are transformed and We provide strong, long-term returns to i ibuting toa strong yand
to cpeate value. construction and building industry, directed to innovative, long-term
B our partnerships, our i i duct: ices. o longtermretome

| . ronglong-term returns to .

and employers on members'behalf putting members' interests first. investments
> > Investment opt d ach
andinternal systems and assistance tallored for members
gb > Listenandact > Supp ploys
needs
> Identify and managerisk relabilty,

— 8 andaccountability environmentalimpacts
e Evaluste and manage business prtners, E
. —

Collaborative and flexible work investment policies
environment creating a great place to
Employment opportunities for work

construction work Continually evolving internal systems
_ omeioer

B

Talented people

solutions

Meet regulatory requirements

Advocate inmembers' interests

Promote the Fund

Source: Cbus Annual Report 2018, pages 8 and 9

(™ Cbus has focused on improving its integrated report
through more clearly explaining how it creates value

for its members and the business model, including
explaining the performance and strategy for each element
of the business model that drives value creation for
members and other key stakeholders.
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Cbus’ Chair and CEO both formally acknowledged the
contribution of integrated reporting. The Chairman drew
attention to the KPMG assurance opinion on non-financial
data and confirmed the approval of the Annual Integrated
Report by the board, and the CEO confirmed the business
benefits from Cbus’ integrated reporting journey.

“We acknowledge the Board's responsibility for our Annual
Integrated Report, which we believe is prepared in accordance
with the International Integrated Reporting Framework. At our
July Board meeting we considered an outline for our Annual
Integrated Report, and we approved the complete report in
September. This year we engaged KPMG to provide assurance
over some of the non-financial data and processes through
which the report is developed.”

The Hon. Steve Bracks AC, Fund Chair

“Finally, it is important to acknowledge that integrated reporting
provides a useful framework to articulate our business model
and now, in our fourth integrated reporting cycle, we are reaping
the benefits of a deeper alignment of our business planning
with it

David Atkin, Chief Executive Officer
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The NRMA took an innovative approach to showing the
involvement of the Board in overseeing and responding
to strategic business matters during the year. Rather
than having a single self-contained governance section,
the NRMA has included governance disclosures in

the relevant sections throughout the Annual Report.
This has helped to improve the connectivity within

the Annual Report, as well as to better demonstrate
how the board is actively contributing to value creation
and preservation.

Our strategic

priorities

As we head towards our 100-year anniversary, we
remain true to our beginnings — keeping our Members
and customers at the heart of everything we do.

Board focus area:
strategic focus

The Board's approach fo strategy
during the past year has been fo
focus on aligning strategic priorifies
with business opportunities fo
enable future growth for fhe NRMA.
Given the pace of change, the key
drivers that impact our strategy

are fechnology (eg. vehicles) and
social (e.g. demographics and
urbanisation). These drivers will
confinue fo impact businesses across
the Group and the Board recognises
that our approach cannot be one of
‘set and forgef

Our strategic priorifies oufline how were
delivering our core business and how we

risk management in order to

anticipated risks.

Risk appetite and risk culture

plan to confinue to broaden our Member
value proposition beyond motoring, while
continuing o deliver the best roadside
service in NSW and the ACT. In FY19

and beyond, we will keep looking for
more ways o solve access challenges

for a more efficient fransport system

and we'll keep delivering the best value
accommodation in the best locations
around Australia

We'll keep looking for
more ways fo solve

access challenges
for a more efficient
transport system.

Put simply, our risk appetite is fhe level
of risk the NRMA s prepared o accept

in the pursuit of our sirategic objectives.
The NRMA seeks fo generafe a risk culture
that culfivates opportunity and manages
downside risks.

The NRMA Group Risk Appetite Statement
is a dynamic, responsive document that
evolves in line with our risk maturity. It aims
fo communicate consistent, simply defined
‘guard rails' for the NRMA, supporfing
fimely and autonomous decision making at
all levels within the organisation.

Risk h

Risk governance

The NRMA has adopted a fit-for-purpose approach to

deliver our new strategic

direction. Our robust approach to risk management
helps us benefit from opportunities while mitigating

+ Current risks af a division and group level,

* New or emerging risks associated with
the NRMA strategy.

* Mitigating actions and budgefary
requirements fo manage the risk
within folerance.

Risks are assessed on their likelihood (rare
fo almost certain) and their consequences
(insignificant fo severe). Consequence

is assessed on the basis of impact

fo reputation, financial impairment,
compliance, operafing ability and/or effect
on stakeholders.

Every three months, the NRMA
management feam reports on a full or
crical risk review basis fo fhe NRMA
Board's Audit and Risk Management
Committee (ARMC).

The purpose of this review is o provide
assurance fo the ARMC that our business
managers are effectively identifying and
managing risks fo a level that they consider

gic risk

The NRMA Risk Appetite Statement focuses
on eight strafegic risk cafegories fhat
enable the NRMA to deliver on its strategic
prioriies (see fable).

These sirafegic risk categories include

the issues the NRMA determined fo be
most imporfant fo the NRMA and key
stakeholders including Members, partners,
suppliers, thought leaders and customers.

Board focus area:
risk appetite

The Board focused on defining our
risk appetite o assist management in
delivering and execufing strafegy.

Our Risk Appetite Statement outlines
expectations around employee
conduct relafing fo risk factors and
the broader expectations of our
Members, customers, the industry
and the public.

folerable. Workshops are held with each
divisional head and their direct reports
where they consider:

221 NRMA Annual Report 2018
241 NRMA Annual Report 2018

Source: NRMA Annual Report 2018, pages 22 and 24
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The Board focused on defining our risk appetite to assist
management in delivering and executing strategy. Our
Risk Appetite Statement outlines expectations around
employee conduct relating to risk factors and the broader
expectations of our Members, customers, the industry
and the public.

Board focus area: strategic focus Board focus area: risk appetite

The Board's approach to strategy during the past year has
been to focus on aligning strategic priorities with business
opportunities to enable future growth for the NRMA. Given
the pace of change, the key drivers that impact our strategy
are technology (e.g. vehicles) and social (e.g. demographics
and urbanisation). These drivers will continue to impact
businesses across the Group and the Board recognises
that our approach cannot be one of 'set and forget'.
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Board focus area: Members

In FY18 the Board approved NRMA Blue,

the new Members' program, which was
launched in May. NRMS Blue offers more value
by unlocking more benefits that really matter
to our Members. The Board also approved

the annual advocacy priorities, responding

to Members' needs and ensuring alignment
with the future direction of NRMA. The Board
also maintained a focus on data governance
and privacy. The Board ensure that the NRMA
continues to provide Members with high levels
of service delivery in Roadside Assistance

2 656 ooo through the support from investments in
< y y transport and tourism business.

I 2 5 savings to Members through

special discounts and offers
(5% increase FY17 $106m)

exclusive offers from 35 premium partners

NRMA Blue

NPS touch point
(Roadside assistance)

381 NRMA Annual

Source: NRMA Annual Report 2018, page 38
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VicSuper

VicSuper made great progress in 2018. Key The Chair of VicSuper has confirmed in her
advances in the Annual Report include reporting report that VicSuper draws on the International
on the way in which VicSuper explains how it Integrated Reporting Framework, allowing
reports and how it creates value. It shows how VicSuper to demonstrate its application of

its purpose, value and commitments drive its integrated thinking within the Fund.

strategic themes and key focus areas. It explains

how this is put into practice, and links that to its

measures of success in terms of its overall goal

to be Australia’s leading retirement partner.

VicSuper
< p

Annual Report 2018

How we create value v

As a super fund we Our 5 strategic themes help us Across our members’ journey,
draw on a range of direct those resources so that the resources we use are
resources (or ‘capitals’), we can partner with our transformed into lasting

from within VicSuper members on their retirement benefits (or ‘value) for

and from our external savings journey

members, employers, our
people, and the broader
community

environment

ot
=

Member financial
Active & responsibly managed
westments gen c
First full-time job First home Changing
Simple online join Competitive insurance offer. GG VicSuper's workplace Retirement seminars help
- Competitive insurance seminars members make sense of
Easy to understand jucation through !
offers reassuring protection retirement income streams
oo Welcome Pack.
- Fi - for members and their and the opti lable
MembersOniine access and . b famnilies. tion to retirem -
e and Super Wornan Money S —
Stakeholder mobile a A Online guidance tool inancial planners Melbourne metro and

relationships @ ronalEE s iperannuation regional Victoria provide
information to face-to-face advice on

cide retirement options.

Timely and relevant

A range of investment
options so members can

how to get there which strategy c
find an option that aligns action when and where it's Sl e i e re‘:,upar o VicSuper financial planners
with their savings goals needed MembersOnline enables ool o work with members to
nd simple nomination o create personalised,
and values S S Gl retirement -
beneficiaries tax-effective retirement

ntroductory w

strategies.
employer works

O

Our people

Forces influencing our fund
munity adv

Our Fund and our industry are surr
create a better supe P

change. Our
navigate t

lating beneftsfor
Find out more on pages 14 o6
oQ People, systems

& proce:

inded by constant
ork helps us to

Advocacy & community programs
ribute to nger & mare just

Digital cked t Flexible employment, responsible
technologies framewol remuneration &
Read more about
the resources on Changin Industry Evolving Expanding
page 2 e disruption and member digitisation and

Gl e i competition expectations connectivity

Source: VicSuper Annual Report 2018, pages 10 and 11
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VicSuper is also one of many organisations who are now identifying
the Sustainable Development Goals (SDGs) developed through

the United Nations that are most relevant to their business and
stakeholders. According to research performed by the Australian
Council of Superannuation Investors (ACSI), in 2017 39 of ASX 200
companies (20 percent) used the SDG framework to help report their
sustainability activities.®

Using the Sustainable
Development Goals

How our members’ retirement savings support the SDGs'

For every $1,000 of a member’s retirement savings invested in our equity $
portfolio, we've calculated the amount that's directed into companies with ——
products and activities that support the SDGs. 3

3

s

For example, for every $1,000 invested, $36 goes to companies involved in
Renewable Energy Production.

o - w

@

This year VicSuper has identified its priority
SDGs and mapped how it was already

——
[
contributing to those goals through
" investments, active ownership, and
community and advocacy programs. It has

[ .| - gone on to quantify the amount of member
funds invested into companies with products
and activities that support the SDGs.

$

;
=] [—
B

@ Health Production @ Green Building Management

@ Health Specialised Technologies
Contraceptives
@ Water Technologies and Equipment
@ Water Utilties
Water Infrastructure
@ \Water Adaptation and Watershed Management
® Renewable Energy Production
Green Building Technologies and Materials
@ Renewable Energy Supporting Products/Services

18 VicSuper

Energy Efficiency Industrial Systems and Processes
Energy Efficiency Distribution and Management
Green Building Development
Energy Efficiency Products

Energy Efficiency Materials
Affordable Housing Development
Green Transportation Services
Affordable Housing Management
Green Transportation Infrastructure

Source: VicSuper Annual Report 2018, page 18

3. Australian Council of Superannuation Investors (ASCI), Corporate Sustainability Reporting in Australia, an analysis of ASX200 disclosures, June 2018

© 2019 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation.


https://www.vicsuper.com.au/~/media/files/about-us/reports/2018-annual-report/vicsuper_annual-report-2018.pdf
https://www.vicsuper.com.au/~/media/files/about-us/reports/2018-annual-report/vicsuper_annual-report-2018.pdf
https://www.acsi.org.au/images/stories/ACSIDocuments/generalresearchpublic/2018-Sustainability-Report-FINAL-June-2018.pdf

Corporate reporting — Rebuilding trust through improved transparency and insight

HC

6l

MG

g

KPMG's better business reporting (BBR)
team is here to help organisations plan
and implement a practical approach to
improve current corporate reporting
(and related internal practices) so

that changes are prioritised, cost and
business disruption is minimised,

and market and organisational benefits
are optimised.

KPMG has been focused on BBR for
20 years, and has assisted pioneering
organisations for the last seven years
implement the principles of integrated
reporting. Team members were involved
in developing the <IR> Framework and
associated guidance (2010-13), two
team members are [IRC Ambassadors
in Australia and one sits on the [IRC
Board. e also have a representative
on the International Auditing Standards
Board’s advisory panel developing
guidance on assurance over extended
external reporting.

Since 2010 KPMG has also invested in
establishing and running the Australian
Business Reporting Leaders (BRLF)
forum, chaired by John Stanhope AQ,
as an open discussion group aimed

at providing a forum for all participants
engaged in business reporting to
discuss and drive opportunities to
improve reporting and transparency in
Australia. Further details are available at


www.brlf.net

Corporate reporting — Rebuilding trust through improved transparency and insight

We support organisations improve their external reporting and underlying
internal reporting practices in a number of ways, including:

oY

Facilitation of board, executive and
team education and training on the
benefits of integrated reporting and
application of integrated thinking
within internal decision making and
reporting. An important aspect of
this is clarifying what integrated
reporting is, and what it is not.

The journey and investment should
be based upon a clearly defined
business case setting out a required
or desired return on investment,
which is owned by the senior
executive and signed off by the
Board. We believe that the business
benefits realised from investing

in an integrated reporting journey
are significant in terms of business
performance improvement,
stakeholder engagement, and
ultimately capital allocation and

the cost of capital.

At KPMG, we are experienced in
assisting organisations define and
put their business cases to the
Board and/ or executive. including
assisting them in prioritising the
nature and timing of the benefits
that their integrated reporting
investment will bring.

Getting started is often challenging.
However, the changes required by the
Draft 4th Edition will require process
changes and so organisations should
start to take action now. KPMG has
assisted many organisations get
started in the appropriate way for their
own circumstances, including:

¢ Performing a gap analysis of existing
reporting against the requirements
and guidance of the <IR>
Framework, ASIC's RG247 ASX
Corporate Governance Principles
& Recommendations, global best
practice and other relevant reporting
frameworks.

e Assistance in focusing on quick
wins to enhance current reporting,
using our benchmarking database
and client experience, followed by
facilitated discussion to de-clutter
and then restructure the financial
statements, governance report,
directors’ report (including the OFR)
and remuneration report.

e Undertaking stakeholder
engagement and materiality
assessment processes to help
identify and prioritise matters
material for reporting in the
integrated report or corporate
reports portfolio.

¢ Advising organisations on how to
improve the alignment of executive
remuneration (incentives and
bonuses) with the delivery of
strategic objectives, performance
and value creation in the short,
medium and long term.

Supporting the determination of the
corporate reports portfolio, including
defining and producing the flagship
corporate report (from initial blueprint
to final document) and navigation
(connectivity) to other reports/
website containing greater detail.

Supporting the identification and
definition of reportable KPIs, risk
management mechanisms / metrics,
and underlying data sources.

Advising on the alignment of
internal reporting (board and
management) to focus on the key
drivers of value reported in the
integrated report, and removal of
superfluous internal reporting.

Supporting the Board and
management in determining when
to move from adoption of the
principles of integrated reporting to
application of the <IR> Framework,
once the processes, systems, team
and reports are embedded and
operating effectively. This involves
change management support.
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Advising on integrated reporting
management systems (IRMS)
which will underpin the integrity
of all external and internal reporting.
Based on the reporting strategy,
we support clients to align
processes and systems to remove
unnecessary reporting, and better
capture and report on a systematic
basis against key value drivers and
strategy-aligned KPls.

An effective IRMS will provide
boards with sound evidence for
making a positive statement under
the proposed corporate reporting
recommendation in the 4th Edition
of the ASX Corporate Governance
Principles & Recommendations.

We work with clients to ensure that
staff accountabilities, incentives
and scorecards are aligned with

the enhanced decision making
processes and reporting, and so
assist in implementing integrated
thinking throughout

the organisation.

As reporting technologies improve,
we are supporting clients to adopt
cloud-based software to better
extract, process and deliver their
internal and external reporting
process, associated analysis and
corporate reports.

e As organisations move towards

integrated reporting, there is an
increased focus on narrative and
non-financial disclosures that are
material to long term delivery of
strategic value. This information
is used by investors and other
stakeholders and therefore must
be ‘investment-grade’.

We work through the relevant
processes and controls with clients
to ensure they are ‘assurance-
ready’; and then depending on

our client mandate, we provide
independent external assurance,
internal audit assurance or
undertake other procedures to
support the organisation in ensuring
data purported to be ‘investment
grade’ is in fact accurate, balanced
and credible.

Further information on recent
developments in corporate
reporting and the implications
for CFOs, Directors and
Investors can be found in at:

www.kpmg.com/au/
betterbusinessreporting

www.brlf.net

www.integratedreporting.org


www.kpmg.com/au/betterbusinessreporting
www.kpmg.com/au/betterbusinessreporting
www.brlf.net
www.integratedreporting.org
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Introductory <IR> training
KPMG in conjunction with UNSW and
Deakin University has established
Integrated Reporting Education
Australia, a consortium that is one of

the IIRC’s Foundation Training Partners.

The members of this consortium offer
integrated reporting education in their
own right to their clients and students.

For organisations and individuals in
Australia and New Zealand who want
to understand more about integrated
reporting, Integrated Reporting
Education Australia are also offering
corporate education on Integrated
Reporting through a partnership with
Chartered Accountants Australia and
New Zealand (CA ANZ).

CA ANZ - Introduction to
Integrated Reporting <IR>

This webinar series is designed to
give participants an ‘Introductory’
understanding of Integrated
Reporting, including integrated
thinking, and the benefits it can bring
to an organisation. The webinars are
available on the CA ANZ Education
store (below) but are being re-run in
February-March 2019.

Topics covered include:

e The vision for better corporate
reporting — the evolution of the

<IR> movement and adopting <IR>

The fundamental principles of value

creation, the capitals and the value
creation process
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The CA ANZ training material is
provided through a series of five
one-hour webinars, and participants
receive a Certificate of Completion
from the IIRC.

Other <IR> training

KPMG has developed a one-hour
Board education pack on the
background, benefits and important
role of the Board in moving to adopt
integrated reporting, which can be
tailored to each organisation.

KPMG also provides a two day
workshop to show integrated report
preparers how to design and build
their integrated reports and integrated
reporting management systems.

Achieving integrated thinking

Preparing the integrated report
—the guiding principles, content
elements and the integrated report

Implementing integrated reporting
- from financial management to
value management —implementing
the <IR> management system,
establishing credibility and trust and
the annual preparation process.

We wiill also be including global and
local progress to date in adoption
of integrated reporting, including
discussion on the benefits achieved
and challenges experienced in the
2019 webinar series.

Australia

Further information:

Participants in the webinars will

be provided with a Certificate of
Completion from the IIRC, and can
record 8 hours of formal CPE, being 3
hours of pre-reading and 5 hours

of webinar training.

The webinar series is available for
On Demand purchase on the CA
ANZ Education store — available at :

https://store.
charteredaccountantsanz.com/
Introduction-to-Integrated-
Reporting AU



https://store.charteredaccountantsanz.com/Introduction-to-Integrated-Reporting_AU

https://store.charteredaccountantsanz.com/Introduction-to-Integrated-Reporting_AU

https://store.charteredaccountantsanz.com/Introduction-to-Integrated-Reporting_AU

https://store.charteredaccountantsanz.com/Introduction-to-Integrated-Reporting_AU
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IIRC move to the Global
Momentum Phase (2018-2020)

Judge Professor Mervyn King has
stepped down as Chairman of the
IIRC, being replaced by the former
Global Managing Partner of McKinsey
& Co, Dominic Barton. Dominic said
at the Momentum Phase launch:

“| 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.
That is why the first decision | made
when stepping down from the Global
Managing Partner role at McKinsey
was to join the IIRC as its Council
Chair and | look forward to working
with the team, as we launch this new
Momentum Phase.”

The IIRC is now seeking to build on
the achievements of the Breakthrough
Phase, and accelerate action toward
its goal for integrated thinking and
reporting to be the global norm for
corporate reporting. The [IRC will
leverage its partners to create the
scale and pace needed in each market

to deliver a step change in adoption,
whilst also providing more guidance
and support to make adoption of
integrated reporting easier.

As can be seen in the [IRC's diagram
below, patterns have emerged about
the most successful national drivers
of integrated reporting adoption, with
non-mandatory mechanisms such as
corporate governance codes, stock
exchange encouragement, investor
demand, and promotion by national
director institutes, being among the
most effective.

Alignment to integrated reporting globally

9 Corporate governance code reference/alignment
to integrated reporting

® Stock exchange adoption/encouragement
9 Government body report encouragement

¢ L33 Sweden
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Another major development in 2018
that is not on the IIRC diagram below,
has been the establishment of an

[IRC directorate in New York, which is
driving increased interest in, and take-
up of, integrated reporting in the USA.
The directorate works closely with
the SEC and AICPA to drive integrated
reporting adoption in the USA. There
are now several major US corporations
preparing integrated reports, like
CocaCola, SouthWest Airlines,

GE and more recently Salesforce.

Integrated reporting adopted by 1,600
organizations across 65 countries

Including every G20 economy

<IR> networks
2.000 participants including 500 in Brazil

« Mainstream adoption 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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«
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This research has been carried out by Better Business Reporting specialists at
KPMG, with the assistance of academic researchers from Deakin University.

Research sources included PDF Annual Reports published by organisations listed
as being within the ASX 200 as at 13 August 2018. The time period considered for
this research was financial years ended between 1 July 2017 and 30 June 2018.
This has resulted in 196 of the ASX 200 being included in our research.

The research findings are based on analysis of publicly available information only,
and no information was submitted directly by organisations to KPMG.
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The information contained in this document is of a general nature and is not intended to address the objectives, financial situation or needs of any particular individual
or entity. It is provided for information purposes only and does not constitute, nor should it be regarded in any manner whatsoever, as advice and is not intended to
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