











BHP Billiton 2010 Annual Report pp 152 - 153

http:/ /www.bhpbilliton.com/home/investors/reports/Documents/bhpBillitonAnnualReport2010. pdf

These pages show the linkage between key financial and
non-financial drivers of strategy, remuneration policy and
remuneration practice. This is reinforced through discussion
of the linkages between remuneration and both risk and
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Anglo American Annual Report 2010 pp 14 - 15

hitp://www.angloamerican.com/investors/reports/201 Trep

They pages give a snapshot of performance. They are
structured so that the reader can easily see the link between
key strategic objectives and performance, both financial
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WHAT WILL INTEGRATED
REPORTING MEAN FOR ME?

“Integrated Reporting and transparency is not only the right thing to do, but it has brought
with it a broad range of business benefits, ranging from richer access to capital markets and
identification of cost savings to an increase in employee engagement.’

Lord Sharman of Redlynch, Chairman, Aviva

Benefits and Challenges

The implications of Integrated Reporting will vary for different participants in the reporting supply chain depicted in the diagram
below. This section of the Discussion Paper outlines the main benefits and challenges with respect to Integrated Reporting for
reporting organizations, investors, policy-makers, regulators and standard-setters, and other stakeholders. The benefits of Integrated
Reporting set out in this section are equally relevant to other key stakeholders such as customers, suppliers and governments who are
increasingly demanding demonstration of a more integrated picture of performance as a prerequisite for doing business.

. Reporting Organizations

Reporting

> heos @)

Alternative pathways to Integrated Reporting

While the IRC anticipates that an Integrated Report will
ultimately become the primary report for all organizations,
individual organizations will follow different routes over
different timeframes towards that end. All organizations will
be bound by existing regulatory reporting requirements until
these are changed, but this will affect them in different ways
depending on the jurisdiction(s) and industry(ies) in which
they operate. Alternative routes that organizations may follow
include the following.

Combining the sustainability report with the management
commentary or the full annual report. While a combined
report is not an Integrated Report, it can be a logical

first step for some organizations as they explore
opportunities o integrate the content of the two reports
into a more concise form and build understanding of
how performance in one area drives value in another.
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Publishing a concise, standalone, Integrated Report as
the only addition to a statutorily required annual report
or regulatory filing. This may be particularly attractive
for organizations not currently producing a separate
sustainability report that their stakeholders have come
to expect.

Modifying the sustainability report or, to the extent
permitted given the organization’s regulatory
environment, the management commentary by failoring
it in accordance with the Guiding Principles and Content
Elements of Integrated Reporting.

Adopting Integrated Reporting internally to underpin
management information. This will provide business
benefits while liaising with regulators either to introduce
Integrated Reporting for all organizations or fo infroduce
“safe harbours” for those who choose to innovate

and experiment.



Key points in this section

The main benefits and challenges of Integrated Reporting are presented here from the

following perspectives:

® reporting organizations;
® investors;

®  policy-makers, regulators and standard-setters; and

e  other stakeholders.

O Reporting Organization Perspective

Benefits

Although Integrated Reporting is an emerging practice, a
number of benefits have been identified in research to date,
as summarized below:®

e reported information better aligned with investor needs;

®  more accurate nonfinancial information available for
data vendors;

*  higher levels of trust with key stakeholders;

e  better resource allocation decisions, including cost reductions;
e enhanced risk management;

®  better identification of opportunities;

*  greater engagement with investors and other stakeholders,
including current and prospective employees which
improves attraction and retention of skills;

*  lower reputational risk;

* lower cost of, and better access to, capital because of
improved disclosure; and

* development of a common language and greater
collaboration across different functions within
the organization.

Challenges

Regulation = Many components of Integrated Reporting are
the subject of existing local regulations which vary between
jurisdictions. Progress towards Integrated Reporting is, therefore,
likely to evolve at different speeds in different countries.
International consensus on the direction taken will be important,
in particular for organizations operating across jurisdictions.

Q9.

Directors’ duties - The fiduciary and other duties of
those charged with governance are not consistent across all
jurisdictions. Consequently, the focus of an Integrated
Report may differ, in particular in relation to the users

to whom the Integrated Report is addressed.

Directors’ liability - Because the scope of Integrated
Reporting will cover new and evolving subjects, with a greater
focus on the future, concerns about the liability of those charged
with governance will need to be addressed. This might be
through the adoption of globally accepted and harmonized
“safe harbours” or a broad business judgement rule.

Commercial confidentiality = Organizations will need to
provide a more strategic focus and, in some cases, information
not currently subject to mandatory disclosure requirements in
their Integrated Reports. They will, therefore, need to balance
the benefits mentioned above with the desire to avoid disclosing
competitive information.

Capacity building - Building knowledge and experience
across the reporting system will be essential to long-term success.
The lIRC Pilot Programme (see page 24 for more details) will
help to build this capacity, with the learning captured and
disseminated by the IIRC for all to access. An online forum

will also be created to encourage knowledge sharing.

Information systems = Organizations will need to
establish or strengthen information systems for capturing
and aggregating information.

Organizations that are interested in experimenting
with Integrated Reporting over the next two years
are invited to join the IIRC Pilot Programme - see
page 24 for more details.

From your perspective as a reporting organization:

(a) Do you agree with the main benefits as presented in the Discussion Paper? Why/why not?

(b) Do you agree with the main challenges as presented in the Discussion Paper? Why/why not?
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What Will Integrated Reporting Mean for Me2 (continued)

O Investor Perspective

Benefits

Q9.

Fiduciary duty - The provision of a more integrated
information set will help those who invest on behalf of
others, such as pension funds, to discharge their fiduciary
duty by taking into account the full range of issues that
affect organizational, and therefore financial, success
and investment returns.

Future orientation and outlook - Integrated
Reporting puts greater emphasis on information about
the future. This will assist invesfors in assessing the
organization’s ability to generate future cash flows.

Risks and opportunities = Integrated Reports disclose
key risks and opportunities as management views them. This
will enable investors to assess the long-term impact of these
risks and opportunities across their investment portfolio.

Comparability = Integrated Reporting provides a
platform to help enhance sector-specific reporting models
and to bring together information from different forms of
reporting. This assists improved sectoral and geographical
analysis and comparison of issues such as business ethics,
management of conflicts of interests, and bribery and corruption
where they are relevant and material to the organization.

Connected information - Integrated Reporting makes
clearer the linkages between the organization'’s strategy,
governance and financial performance and the social,
environmental and economic context within which it
operates. It also better aligns externally reported information
with information that management uses for decision
making. This enables investors to assess more effectively the
combined impact of the diverse factors that materially affect
an organization’s long-term value.

From your perspective as an investor:

Improved analysis = Analysts, both sellside and buy-
side, will have access to an organization’s most significant
information in one concise and integrated form, with the
opportunity to “drill down"” to more defailed information
where necessary. This can streamline the analytical process
and help analysts to incorporate a wider set of KPls and
other factors into their analysis.

More effective decisions, better investment
returns and more effective capital allocation -
Collectively, the above benefits will result in more effective
investment decisions, better longferm investment returns
and more effective capital allocation.

Challenges

Revised analytical techniques - Andlytical tools that
incorporate a wide range of financial and nonfinancial factors
are evolving. The lIRC Pilot Programme will work with investors
to develop disclosures relevant for investment analysis.

Investment supply chain = Many of the current
compensation and incentive structures along the investment
supply chain drive a focus on the short term. A wide range
of steps are being taken by regulatory and non-regulatory
actors fo rebalance this focus. Integrated Reporting can
support these efforts by taking into account the whole
spectrum of factors that impact an organization’s success
and, therefore, its longterm investment returns.

Investors interested in developing integrated
disclosures relevant for investment analysis are
invited to join the IIRC Pilot Programme - see page
24 for more details.

(a) Do you agree with the main benefits as presented in the Discussion Paper?

Why/why not?

(b) Do you agree with the main challenges as presented in the Discussion Paper?
Why/why not?

(c) Do you agree that Integrated Reporting will drive the disclosure of information
that is useful for integrated analysis? Why/why not?
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O Policy-maker, Regulator and Standard-setter Perspective

Benefits

More effective capital allocation - The more
meaningful communication brought about through
Integrated Reporting will support more effective capital
allocation across the economy generally and, to the extent
that Integrated Reporting supports capital flowing to those
organizations that are responding most effectively to future
challenges, can encourage the investment necessary to
respond to issues such as energy security, food scarcity and
climate change.

Harmonization of approaches and reduced “red
tape” = Reporting is shaped by a patchwork of laws,
regulations, standards, codes, guidance and stock
exchange listing requirements, described in a recent
report as “a jigsaw in pieces”.'® Integrated Reporting
offers a platform for policy-makers, regulators and
standard-setters, working together, to:

- infegrate reporting requirements within a jurisdiction;

- harmonize advances in reporting that have been
achieved in different jurisdictions; and

- approach new reporting issues on a consistent basis
as they emerge across jurisdictions.

Economic and market stability - The recent global
financial crisis has made it clear that risks can develop, be
harboured and be transmitted through market participants
and practices that fall outside the traditionally prudentially
regulated institutions. One important tool in addressing
these risks is greater transparency of market participants,
which Integrated Reporting can facilitate. This, linked with
the better internal decision making and behaviours that
Integrated Reporting encourages, as well as the longer-
term perspectives that it enables, may well deliver lower
volatility in markets. Moreover, it permits policy-makers and
regulators to identify such risks as they emerge so that they
can be dealt with in a timely way, thus adding to greater
economic and market stability.

Q9.

Stewardship of common resources - Because of the
broader perspective required by Integrated Reporting, both

in terms of the resources and relationships that it takes into
account and the longer timeframe over which value creafion

is considered, it leaves organizations better placed to act, and
be more accountable, as stewards of the community’s common
resources, in particular human, natural and social capital.

Access to information - Infegrated Reporting,

by providing decision-relevant information, can support
effective action by policy-makers and regulators as users
of that information.

Challenges

Revising legislation, regulation and
standards = Mechanisms for revising legislation,
regulation and standards require leadership, political
will, coordination, time, resources, consultation and due
process. This is particularly so where proposed changes
involve more than one subject area (e.g., environmental
law and securities law), and more than one jurisdiction.

Liability and business confidentiality = The scope of
Integrated Reporting will cover new and evolving subjects
and will have a more strategic focus. The resulting concerns
of management, those charged with governance and
assurance providers about liability, fiduciary duties and
business confidentiality will need to be addressed.

From your perspective as a policy-maker, regulator or standard-setter:

(a) Do you agree with the main benefits as presented in the Discussion Paper?

Why/why not?

(b) Do you agree with the main challenges as presented in the Discussion Paper?
Why/why not?
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What Will Integrated Reporting Mean for Me2 (continued)

O Other Perspectives

Civil Society

e Alignment of sustainable issues = Organizations that
adopt Integrated Reporting will display their stewardship
not only of financial capital, but also of human, natural,
social and other capitals, which is likely to align with the
interests of many civil society interest groups.

¢ Stakeholder engagement - Integrated Reporting’s
emphasis on stakeholder engagement is likely to result in
greater consultation with civil society interest groups.

e Supply chain - Integrated Reporting will provide greater
visibility of how an organization impacts on the stakeholder
groups across its supply chain.

* Focus on specific issues = The integration of
environmental and social issues with financial issues could
result in a reduction in focus on some issues of concern to
particular civil society interest groups. The IIRC is engaging
with key civil society interest groups and will utilize existing
guidelines, codes, efc. throughout the development of
the Framework.

Employees

e Future prospects = Current and prospective employees
will be able to gain an integrated perspective on the future
prospects of their employer. They will also be better able to

discern whether their employer’s values are consistent with
their own.

e  Connecting the organization - Integrated reporting
facilitates the breaking down of reporting silos and the
infroduction of integrated thinking. This allows employees

to gain a better understanding of how their performance
links to the objectives of the organization and to identify
how they contribute to the ability of the organization to
create and sustain value over time.

Assurance providers

Independent assurance = The independent audit of
financial statements currently plays a critical role in the
world’s capital markets, and independent assurance of
sustainability reports is recognized as best practice. It is
therefore reasonable to expect that when an Integrated
Report is an organization’s primary report, investors and
other stakeholders will want that report to

be subject to independent assurance.

New techniques - Some information in an Integrated
Report may be more difficult to assure than information
disclosed under traditional reporting frameworks. This will
require the development of new techniques, standards
and reporting mechanisms to support assurance on
Integrated Reports.

Academics

Research = As researchers, academics will have a strong
role to play in the development of the initial Framework
and in researching emerging topics as Integrated Reporting
evolves over time.

Education - As educators, academics will have a strong
role to play in education and capacity building across
the reporting system, which will be essential fo Integrated
Reporting’s longferm success.

The IIRC Pilot Programme

The IIRC is conducting a two-year Pilot Programme, commencing in October 2011, to test and further develop the Infernational

Integrated Reporting Framework. Working as a network of peer-group organizations and investors with whom knowledge can be
exchanged and experiences shared, the IIRC Pilot Programme aims to:

®  encourage organizations fo innovate in their reporting practices;
e inform the future evolution of reporting and investor practices; and

e drive convergence in international reporting guidance.

For more details and to express interest in participating, see www.theiirc.org/pilot

Q9. From your perspective as a key stakeholder:

(a) Do you agree with the main benefits as presented in the Discussion Paper?
Why/why not?

(b) Do you agree with the main challenges as presented in the Discussion Paper?
Why/why not?

INTEGRATED REPORTING <IR

24 www.theiirc.org



FUTURE DIRECTION

Key points in this section

e The development of Infegrated Reporting will require a change in established thinking about decision making and reporting.

e Actions that the IIRC is planning include:
- developing an Exposure Draft of the Framework;

—  working with others on emerging measurement and reporting practices;

- outreach, encouraging organizations to adopt and contribute to the evolution of Integrated Reporting;

—  exploring opportunities for harmonizing reporting requirements within and across jurisdictions; and
- consultation regarding the ongoing governance of Integrated Reporting.

The development of Integrated Reporting is designed to

enhance and consolidate existing reporting practices. Through
collaboration, consultation and experimentation, the IIRC plans to
move towards a reporting framework that provides the information
needed fo assess organizational value in the 21st century.

There will be a period of transition.

e Some jurisdictions will intfroduce Integrated Reporting
requirements ahead of others. This is the case in South
Alfrica for example, where the Johannesburg Stock
Exchange has introduced a listing requirement for
companies fo prepare, or publicly explain why they
have not prepared, an Integrated Report.

* In other jurisdictions, organizations will experiment
with Infegrated Reporting within the existing reporting
requirements. A number of organizations have already
released Integrated Reports in this context. The IIRC Pilot
Programme will facilitate further experimentation.

Developing an effective Framework and supporting mechanisms
will require a collaborative effort from all those involved in the
reporting system. The lIRC is seeking to encourage and facilitate
that collaboration. Actions that the IIRC is currently planning
relate to the following.

e Pilot Programme = Run a two-year Pilot Programme,
commencing in October 2011 to fest the proposals set out
in this Discussion Paper and provide practical examples
of Integrated Reporting. Companies, investors and others
participating in the IIRC Pilot Programme will provide a key
contribution to the Framework’s development over the next
two years (see page 24 for more details).

e Frameworl = Develop the International Integrated
Reporting Framework on the basis of:

—  responses received o this Discussion Paper;
- the insights emerging from the IIRC Pilot Programme;

- additional research conducted by the IRC and others; and

- ongoing engagement with investors and other key
stakeholders.

It is anticipated that an Exposure Draft of an International
Integrated Reporting Framework will be published for
comment in 2012. The intention is fo ensure that the
Framework has the scope and flexibility to support the future
development of reporting for several decades, recognizing
that it will need to be revised periodically to continue to
meet the evolving needs of the market and society.

Measurement and reporting practices — Monitor
and, where appropriate, contribute to or potentially lead
development of emerging measurement and reporting
practices relevant to Integrated Reporting. This may
include the development of techniques to enable those
areas of business impact and interdependence that are
currently treated as externalities to be better quantified and
integrated into decisions and reporting — whether as risks
and opportunities or as part of performance statements.

Outreach = Conduct regional roundtables and other
engagement and communication activities to raise awareness
of Infegrated Reporting among investors and other key
stakeholders, and to encourage organizations to adopt and
contribute fo the evolution of Integrated Reporting.

Harmonization - Explore with national, regional and
global policy-makers, regulators and standard-setters,
opportunities for harmonizing reporting requirements within
and across jurisdictions, and help to develop a compatible
regulatory landscape.

Governance - Develop, through public consultation,

institutional arrangements for the ongoing governance
of Integrated Reporting.

Q10. (a) Do you agree that the actions listed in the Discussion Paper should be the next steps undertaken
by the IIRC? Why/why not? Are there other significant actions that should be added?

(b) What priority should be afforded to each action? Why?

Q11. Do you have any other comments that you would like the IIRC to consider?

=
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SUMMARY OF CONSULTATION

QUESTIONS

The IRC welcomes comments on all aspects of the Discussion
Paper from all stakeholders, whether to express agreement

or to recommend changes. Your answers to the Consultation
Questions, and any other comments you would like to make,
should be submitted to dpresponses@theiirc.org or online at
www.theiirc.org. For the purpose of analysis, you are asked to
identify the organization to which you belong and where it is
located. All comments received will be considered a matter of
public record and will be posted on www.theiirc.org. Comments
should be submitted by Wednesday 14th December 2011.

The World has Changed - Reporting Must Too (page 4)

Q1. (a) Do you believe that action is needed to help improve
how organizations represent their value-creation
process? Why/why not2

(b) Do you agree that this action should be international
in scope? Why/why note

Towards Integrated Reporting (page 6)

Q2. Do you agree with the definition of Integrated Reporting
on page 62 Why/why not@

An International Integrated Reporting Framework (page 8)

Q3. Do you support the development of an International
Integrated Reporting Framework? Why/why not?

Q4. (a) Do you agree that the initial focus of Integrated
Reporting should be on reporting by larger companies
and on the needs of their investors2 Why/why not2

(b) Do you agree that the concepts underlying Integrated
Reporting will be equally applicable to small and
medium enterprises, the public sector and notfor-profit
organizations?e

Business Model and Value Creation (page 10)

Q5. Are: (a) the organization’s business model; and (b) its
ability to create and sustain value in the short, medium
and long term, appropriate as central themes for the
future direction of reporting2 Why/why not?

Q6. Do you find the concept of multiple capitals helpful in
explaining how an organization creates and sustains
value? Why/why note
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Guiding Principles (page 13)

Q7. Do the Guiding Principles identified in the Discussion
Paper provide a sound foundation for preparing an
Integrated Report — are they collectively appropriate;

is each individually appropriate; and are there other
Guiding Principles that should be added? Why/why not?

Content Elements (page 14)

Q8. Do the Content Elements identified in the Discussion Paper
provide a sound foundation for preparing an Integrated
Report — are they collectively appropriate; is each
individually appropriate; and are there other Content
Elements that should be added? Why/why not2

What Will Integrated Reporting Mean for Me? (Reporting
organizations — page 21, Investors — page 22, Policy-
makers, regulators and standard-setters — page 23, Other
perspectives — page 24)

Q9.

From your perspective:

(a) Do you agree with the main benefits as presented
in the Discussion Paper? Why/why not?

(b) Do you agree with the main challenges as presented
in the Discussion Paper? Why/why not?

(c) Do you agree that Integrated Reporting will drive
the disclosure of information that is useful for
integrated analysis (from the perspective of investors)?

Why/why not?
Future Direction (page 25)

Q10. (a) Do you agree that the actions listed in the Discussion
Paper should be the next steps undertaken by the
IRC2 Why/why not? Are there other significant
actions that should be added?

(b) What priority should be afforded to each action?
Why?

Q11. Do you have any other comments that you would like
the lIRC to consider?
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ABOVE ALL, INTEGRATED REPORTING
IS ABOUT GOOD BUSINESS

“In Tata Group the core belief is what we do must benefit society and this is why we support the development of
Integrated Reporting. Sustainability must be in your DNA.”

Ishaat Hussain, Finance Director, Tata Sons Limited

“Managing pension assets means that we have a responsibility towards millions of people to ensure they receive
decent pensions; we therefore need to generate decent returns in a responsible manner over the long term. Integrated
Reporting helps us get the full picture of a company’s performance and make sound investment decisions.”

Professor Angelien Kemna, Chief Investment Officer, APG and
Chief Executive Officer, APG Asset Management

) “The case for globally consistent financial reporting standards is well understood and accepted. It is appropriate to
apply the same global approach to other aspects of corporate reporting. This initiative represents an important step
on that journey.”

Hans Hoogervorst, Chairman, International Accounting Standards Board

“It is about time that we stopped printing together financial and sustainability reports without any visible and concrete
links between them.”

Professor Nelson Carvalho, Universidade de Sao Paolo

“If you are a company committed to the long term, and one of your ambitions is to be trusted, you have no choice -
Integrated Reporting is the way to communicate.”

Jim Singh, Chief Financial Officer, Nestlé

“The goal of the IIRC is not to increase the reporting burden on companies and other entities. Rather, it is to help them
and all their stakeholders make better resource allocation decisions. All of us have a stake in a sustainable society.”

Goran Tidstrom, President, International Federation of Accountants

“Integrated Reporting builds on the practice of financial reporting, and environmental, social and governance reporting.
It equips companies to manage their operations, brand and reputation strategically and to manage better any risks that
may compromise the long-term sustainability of the business.”

Professor Mervyn King, Deputy Chairman, lIRC and Chairman, GRI

-
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framework for Integrated Reporting by providing feedback on this
Discussion Paper. Your answers to the Consultation Questions in this
Discussion Paper, and any other comments you would like to make,
should be submitted to dpresponses@theiirc.org or online at
www.theiirc.org. For the purpose of analysis, you are asked to
identify the organization to which you belong and where it is
located. All comments received will be considered a matter of
public record and will be posted on www.theiirc.org.
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