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Sustainability Reporting: NO MORE ISOLATION




Speaker background, to fully understand some of the messages
based on experience as data preparer and user and sufferer 2

e 25 years at BBVA
o Chief Sustainability Officer
o NFI reporting (preparer first, user as SRI later)
o Policies (HH.RR, Env, Defense,...)
o Standards active participation and representation
o SRl board SpainSIF
e 2 years athe IlIF (voice of the industry)
e Now
o ESG advisor to AERI (traded companies)
o |IRC ambassador
o Independent consultant on NFI reporting



Sustainability reporting started 20 years ago, and right after that

some standards came along

Global Reporting Initiative

From Wikipedia, the free encyclopedia

@ This article needs to be updated. Please update this article to reflect recent events or newly available
information. (May 2015)

The Global Reporting Initiative (known as GRI) is an international independent standards organization that
helps businesses, governments and other organizations understand and communicate their impacts on issues
such as climate change, human rights and corruption.

Under increasing pressure from different stakeholder groups — such as governments, consumers and investors
— to be more transparent about their environmental, economic and social impacts, many companies publish a
sustainability report, also known as a corporate social responsibility (CSR) or environmental, social and
governance (ESG) report. GRI's framework for sustainability reporting helps companies identify, gather and
report this information in a clear and comparable manner. First launched in 2000, GRI's sustainability reporting
framework is now widely used!! by multinational organizations, governments, small and medium enterprises
(SMEs), NGOs and industry groups in more than 90 countries./? In 2017, 63 percent of the largest 100
companies (N100), and 75 percent of the Global Fortune 250 (G250) reported applying the GRI reporting
framework.l3]

The most recent of GRI s repomng frameworks are the GRI Standards launched in October 2016. Developed
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" Sustainability reporting started 20 years ago, and right after that
&@ some standards came along

e CSR with no specific definition

e CSR as voluntary

e CSR as pure PR vs CSR as the integration of ESG variables in
the business for the business



Goals, The Global Compact, The Global Compact Lead....

&(@ An then The United Nations launched the Milenium Development

MDGs and SDGs 17 2030

Global Compact, 10 principles

And then the Comms and Brand people went crazy and loved it
And then the big four and other$ followed the CSR and
Sustainbility movement for a better world

And then they realized that no longer people believed empty CSR
reports

CSR wa manged by Comm people in total isolation from the
business



and they started to do something. Still under Comms&Brand

Q((% An then the business started to realize about market pressures

Equator Principles

Principles for Responsible Investment

CDP

Green Bond initiatives

Think tanks all over the world

This started to mean: business integration. | want to know what
my societal impacts (positive and negative) are

And then the ESG concept was born under the analyst world and
the growing integration(proxy advisors like ISS and Glass Lewis,
and proxy solicitors like Sodali or Georgeson)

And then companies were rated by the non financials too



Ce' An then companies decided to deal with it and allow some
Governance involvement

e Some board Committees increase their scope to CSR or
Sustainability

e Even some specific ones were created to deal with the societal
impacts of the company. Maninly utilities



e And then analyst improved dramatically and wanted to know
everything

Corporate Sustainability Assessment Results
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Q((% And then Larry Fink started sending his letters to the main CEOs

Larry Fink

Chairman and Chief Executive Officer

> Read more

Prior letters

201912018120171201612015]2014] 2012

RY FINK'S

LARRY FINK'S 2019 LETTER TO CEOS

Purpose & Profit
pOSG W% I EIwVvVIEG

LARRY FINK'S 2018 LETTERTO CEOS

A Sense of Purpose

T | S - —

Sense of Purpose




And then the European Commission decided it was about time to
do something meaningful

15.11.2014 Official Journal of the European Union L 330/1

(Legislative acts)

DIRECTIVES

DIRECTIVE 2014/95/EU OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
of 22 October 2014

amending Directive 2013/34/EU as regards disclosure of non-financial and diversity information by
certain large undertakings and groups

(Text with EEA relevance)

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION,



C And then the European Commission launched the Sustainable
Finance Action Plan

) . FINANCE CAN MAKE THE DIFFERENCE
First published on 08 March 2018

Author Financial Stability, Financial Services and Capital Markets Union The EU has committed to three ambitious climate and energy targets by 2030
Topics Banking and financial services

The action plan on sustainable finance adopted by the European
Commission in March 2018 has 3 main objectives
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. . " . . Minimum 40% cut in At least a 27% share At least 30%’ energy
« reorient capital flows towards sustainable investment, in order to greenhouse gas emissions of renewables in final savings compared with the
2 : g g compared to 1990 levels energy consumption business-as-usual scenario
achieve sustainable and inclusive growth o o
greenhouse gas emissions

of renewables in final savings compared with the
compared to 1990 levels

. . o energy consumption business-as-usual scenario
environmental degradation and social issues &

« manage financial risks stemming from climate change, ‘ s v | ‘ AL cast @ er v e ‘ | A sas sue CHeigy

« foster transparency and long-termism in financial and economic
activity

INANCING

SUSTAINABLE
- GROWTH

#SustainableFinanceEU European Commission Action Plan




(((e’ And then the EU countries had to transpose it to local laws

:

B@E  BOLETIN OFICIAL DEL ESTADO et
Num. 314 Sabado 29 de diciembre de 2018 Sec.l. Pag. 129833

|. DISPOSICIONES GENERALES
JEFATURA DEL ESTADO

17989 Ley 11/2018, de 28 de diciembre, por la que se modifica el Codigo de
Comercio, el texto refundido de la Ley de Sociedades de Capital aprobado
por el Real Decreto Legislativo 1/2010, de 2 de julio, y la Ley 22/2015, de 20
de julio, de Auditoria de Cuentas, en materia de informacién no financiera y

diversidad.
FELIPE VI
REY DE ESPANA

A todos los que la presente vieren y entendieren.
Sabed: Que las Cortes Generales han aprobado y Yo vengo en sancionar la

siguiente ley:




e And then Mark Carney and FSB and Bloomberg came along and
brought the climate change risks

TCFD | TAsk FORcE ON C - - — e
ST VY 1 el B FOR IMMEDIATE RELEASE:
WEDNESDAY, JUNE 05, 2019

8AM EDT, 1PM BST, 2PM CEST, 8PM HKT

Our Mission

Second TCFD Status Report Shows Steady Increase in TCFD Adoption

Nearly 800 organizations have now expressed support for the TCFD and its recommendations

New York, June 5, 2019 - The Task Force on Climate-related Financial Disclosures (TCFD) published its 2019 Stotus
Report to the Financial Stability Board (FSB) today. The TCFD’s second status report provides an overview of
disclosure practices aligned with the Task Force’s recommendations between 2016 and 2018. The report also
examines the decision-usefulness of existing climate-related financial disclosures to users of disclosure, and
evaluates disclosures of strategy resilience and the challenges faced by preparers using scenario analysis. At the time
of publication, nearly 800 organizations have expressed their support for the TCFD recommendations, a more than
50% increase from the publication of the first status report in September 2018.

An artificial intelligence (Al) review of reports from over 1,100 large companies across multiple sectors in 142
countries found that the average number of recommended disclosures per company has increased by 29% from 2.8
___in 2016 to 3.6 in 2018. At the same time, the percentage of companies that disclosed information aligned with at
least one of the Task Force’s recommendations grew from 70% in 2016 to 78% in 2018.




Tcm TASK FORCE ON CLIMATE-RELATED
FINANCIAL DISCLOSURES

@ And then Mark Carney and FSB and Bloomberg came along and
brought the climate change risks

CONSULTATION DOCUMENT ON THE UPDATE OF THE NON-BINDING GUIDELINES ON
NON-FINANCIAL REPORTING

Alignment with Other | EU Policy
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standards and frameworks to report NFils. INTEGRATION

’ And then a bunch of regulators, investors, companies, SSBs,
@ accounting professionals and NGOs realized there were too many

The International Integrated Reporting Council (IIRC) is a global coalition of regulators, investors,
companies, standard setters, the accounting profession and NGOs. The coalition
is promoting communication about value creation as the next step in the evolution of corporate reporting.

Mission
The IIRC's mission is to establish integrated reporting and thinking within mainstream business practice
as the norm in the public and private sectors.

International <IR> Framework

The International <IR> Framework establishes
the Guiding Principles and Content Elements
that govern the overall content of an
integrated report, and explains the
fundamental concepts that underpin them.

Integrated report defined

An integrated report is a concise communication
about how an organization’s strategy,
governance, performance and prospects, in the
context of its external environment, lead to the

creation of value over the short, medium and
long term.

Integrated report defined

An integrated report is a concise communication
about how an organization’s strategy,
governance, performance and prospects, in the
context of its external environment, lead to the
creation of value over the short, medium and

long term.



€

9)

At least we have a law to follow, although those many
frameworks...

In providing this information, undertakings which are subject to this Directive may rely on national frameworks,
Union-based frameworks such as the Eco-Management and Audit Scheme TEMAS), or international frameworks
such as the United Nations (UN)Global Compact;the ‘Guiding Principles’ on Business and Human Rights imple-
menting the UN_‘Protect, Respect and Remedy’ Framework, the Organisation for Economic Co-operation and
Development (OECD) Guidelines: for Multinational Enterprises, the International Organisation for Standardisa-
tion's'’ISO 260007 the'International Labour Organisation’s Tripartite Declaration of principles concerning multina-
tional enterprises and social policy, theGlobal Reporting Tnitiative,>or other recognised international frameworks.

Non financial information reporting objectives:

e identify risks to improve sustainability and increase investors,
customers and society trust



Directive 2014/95/EU Transposition: Law 11/2018




Directive 2014/95/EU Transposition: Law 11/2018




66 indicators
GRI equivalences on
your own

Further regulation
required

No KPI methodologies
Still lack of comparability




Q((% Compulsory reporting with some great achievements

e verified information by independent assurance
provider

e within the Management Report or separated one
but with the very same legal requirement in
formulation and approval by every single
member of the board of director

e |ot's of info missing yet but at least we got 66
indicators from which to start building



- Why trying to simplify it all did not count on all the key players?

Reunién Comisiones de Estudio AECA: RSC, Nuevas Tecnologias y Principios Contables
Centro de Innovacién BBVA. Madrid, 26 de abril, 2012

A DE MENT

“Informacion Integrada - Integrated Reporting.
Cuadro Integrado de Indicadores (CII-FESG) y su Taxonomia XBRL"

Ponentes del Documento:
Francisco Flores, José Luis Lizcano, Maria Mora y Manuel Rejon

Con la colaboracion de aeca
Anin s wiw [ apraninia O Cort abiadnd
BBVA v Admurwnts 3t Ge L morenn

WWW APCA 3



Take aways

NFI. compulsory vs voluntary

Less isolation.

Sustainability reports or CSR reports are over?
Less uncertainty, more clarity

Less busine$$ around

Real integration and board implication

Less Comm & PR and more risks management
Less CSR and more business management
Digitazation required. XBRL

Reporting: a management tool (balance score card) not a
compliance thing



THANK YOU

PG TR

. tconde9@gmail.com

@tomasconde

EUROFILING CONFERENCE

R R R
- Tomas Conde

17-18-19 JUNE 2019
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