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Preface

Brian Moynihan

Chairman and Chief Executive
Officer, Bank of America
Chairman, International
Business Council of the World
Economic Forum

We are in the midst of the most severe series

of challenges the world has experienced since
World War Two. The COVID-19 pandemic has
exposed the fragility of our global systems. It has
exacerbated underlying economic and social
inequalities and is unfolding at the same time

as a mounting climate crisis. Leaders in every
sector — government, business, civil society — find
themselves at a defining crossroads. We must
mobilize all constituencies of our global society to
work together and seize this historic opportunity to
rebalance our world for the benefit of all. The private
sector has a critical role to play.

The principles of stakeholder capitalism,
championed by the World Economic Forum for
half a century and recently restated in the Davos
Manifesto 2020, have never been so important.
The Forum’s International Business Council (IBC)
is at the forefront of this rebalancing of corporate
purpose. In 2017, the IBC spearheaded a
commitment from more than 140 CEOs to align
their corporate values and strategies with the
UN'’s Sustainable Development Goals (SDGs),

to better serve society. There is an emerging
consensus among companies that long-term
value is most effectively created by serving the
interests of all stakeholders.

This is the context within which we present the
conclusions of our project to define common
metrics for sustainable value creation, launched at
the Annual Meeting of the World Economic Forum
in January 2020. This project, developed within the
IBC, seeks to improve the ways that companies
measure and demonstrate their contributions

Klaus Schwab

Founder and Executive
Chairman, World Economic
Forum

towards creating more prosperous, fulfilled societies
and a more sustainable relationship with our

planet. It also recognizes that companies that hold
themselves accountable to their stakeholders and
increase transparency will be more viable — and
valuable — in the long-term.

The culmination of a year’s effort from contributors
on every continent, this work defines the essence
of stakeholder capitalism: it is the capacity of the
private sector to harness the innovative, creative
power of individuals and teams to generate long-
term value for shareholders, for all members of
society and for the planet we share. It is an idea
whose time has come.

This work defines a core set of “Stakeholder
Capitalism Metrics” (SCM) and disclosures that can
be used by IBC members to align their mainstream
reporting on performance against environmental,
social and governance (ESG) indicators and

track their contributions towards the SDGs on a
consistent basis. The metrics are deliberately based
on existing standards, with the near-term objectives
of accelerating convergence among the leading
private standard-setters and bringing greater
comparability and consistency to the reporting of
ESG disclosures.

These recommended Stakeholder Capitalism
Metrics and disclosures have been developed by an
outstanding task force of experts dedicated to the
project by the four largest accounting firms, as well
as colleagues from Bank of America and the World
Economic Forum who coordinated the process and
synthesized its outcomes.
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We thank our IBC colleagues Punit Renjen

of Deloitte, Carmine Di Sibio of EY, Bill

Thomas of KPMG and Bob Moritz of PwC for
the extraordinary commitment and spirit of
collaboration that they and their talented teams
have brought to this project. We also appreciate
the efforts of our Bank of America and Forum
colleagues, as well as experts from IBC companies
and other organizations who have provided their
input. The Acknowledgements section of the
report recognizes these team members.

We are heartened by the emerging consensus
among IBC members towards their own adoption

of these metrics and the commitment the group has
made to realizing the ideals of stakeholder capitalism.
Similarly, we are encouraged by the substantial
momentum towards a system-wide solution for ESG
reporting. We invite all IBC members to declare their
intention to report on these metrics and disclosures;
collectively, we will present a timeline for that process
at the IBC’s Winter Meeting in January 2021. Finally,
we encourage the wider corporate community to join
us in this collective endeavour.
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Introduction and
summary
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The context in which businesses now operate
has been transformed by climate change,

nature loss, social unrest around inclusion and
working conditions, COVID-19 and changing
expectations of the role of corporations. Further,
the global pandemic has exacerbated underlying
and longstanding failures regarding equality and
access to economic opportunities. To continue
to thrive, companies need to build their resilience
and enhance their licence to operate, through
greater commitment to long-term, sustainable
value creation that embraces the wider demands of
people and planet.

The IBC has been leading the way in this initiative

to deliver on the promise of stakeholder capitalism.
In 2017, it sponsored the World Economic

Forum’s Compact for Responsive and Responsible
Leadership, in which more than 140 global business
leaders committed to align their corporate goals
with the long-term goals of society. In its Summer
Meeting 2019, IBC members reaffirmed the
significance of environmental, social and governance
(ESG) aspects of business performance and risk in
creating long-term value. They flagged the existence
of multiple ESG reporting frameworks and the lack
of consistency and comparability of metrics as

pain points preventing companies from credibly
demonstrating to all stakeholders their progress on
sustainability and their contributions to the SDGs.

Consequently, the IBC invited the Forum —in
collaboration with Deloitte, EY, KPMG and PwC — to
identify a set of universal, material ESG metrics and
recommended disclosures that could be reflected

in the mainstream annual reports of companies

on a consistent basis across industry sectors

and countries. The metrics should be capable of
verification and assurance, to enhance transparency
and alignment among corporations, investors and
all stakeholders. The wider objective was — and
remains — “for IBC companies to begin reporting
collectively on this basis in an effort to encourage
greater cooperation and alignment among existing
standards as well as to catalyse progress towards
a systemic solution, such as a generally accepted
international accounting standard in this respect.””

The project presented its provisional set of
metrics and disclosures to the IBC’s Winter
Meeting 2020 in Davos-Klosters. From January

to July, an intense period of consultation with
more than 200 companies, investors and other
key players elicited valuable feedback, with more
than three-quarters of respondents agreeing that
reporting on a set of universal, industry-agnostic
ESG metrics would be useful for their company,
financial markets and the economy more
generally. The refined set of indicators was
presented to the IBC’s Summer Meeting in August
2020, where the initiative attracted strong support
from investors and companies alike, with the great
majority of participating IBC members committing
to report against the metrics at the earliest
opportunity. It is seen as the right thing to do, for
business and for society.

The result of this process is 21 core and 34
expanded metrics and disclosures, which the
project commends to both IBC members and
non-IBC companies for adoption:

— Core metrics: A set of 21 more-established
or critically important metrics and disclosures.
These are primarily quantitative metrics for
which information is already being reported
by many firms (albeit often in different formats)
or can be obtained with reasonable effort.
They focus primarily on activities within an
organization’s own boundaries.

— Expanded metrics: A set of 34 metrics
and disclosures that tend to be less
well-established in existing practice and
standards and have a wider value chain scope
or convey impact in a more sophisticated
or tangible way, such as in monetary terms.
They represent a more advanced way of
measuring and communicating sustainable
value creation.

The recommended metrics are organized under
four pillars that are aligned with the SDGs and
principal ESG domains: Principles of Governance,
Planet, People and Prosperity. They are drawn
wherever possible from existing standards and
disclosures, with the aim of amplifying the rigorous
work already done by standard-setters rather than
reinventing the wheel. The metrics have been
selected for their universality across industries

and business models, but the intention is not to
replace relevant sector- and company-specific
indicators. Companies are encouraged to report
against as many of the core and expanded metrics
as they find material and appropriate, on the basis
of a “disclose or explain” approach.

Since the project began, the ecosystem has seen
numerous developments. The European Commission
is revising its Non-Financial Reporting Directive. The
International Organization of Securities Commissions
(IOSCO) has set out its intention to accelerate the
harmonization of sustainability standards. The

US Securities and Exchange Commission (SEC)

has amended its rules to enhance human capital
disclosures. The International Financial Reporting
Standards (IFRS) Foundation has agreed to consult
on broadening its mandate to include sustainability
issues. The International Federation of Accountants
(IFAC) has called for the creation of an International
Sustainability Standards Board to sit alongside the
International Accounting Standards Board (IASB)
under the auspices of the IFRS Foundation.

Meanwhile, the five leading voluntary framework-
and standard-setters — CDP, the Climate Disclosure
Standards Board (CDSB), the Global Reporting
Initiative (GRI), the International Integrated Reporting
Council (IIRC) and the Sustainability Accounting
Standards Board (SASB) — have for the first time
committed to work towards a joint vision. They
presented a paper to the IBC Summer Meeting
2020 and issued a subsequent statement of intent,?

Measuring Stakeholder Capitalism: Towards Common Metrics and Consistent Reporting of Sustainable Value Creation 6



detailing how their work and the IBC’s project are
fundamentally complementary and could form the
natural building blocks of a single, coherent, global
ESG reporting system.

Within the ecosystem, the IBC is seen as carrying
great influence as a collective. If members take
the lead in reporting and promoting the metrics, it
will encourage other companies and investors to
participate in the collective action, creating greater
momentum towards the convergence the project
aims to realize.

At the heart of this exercise is the belief that
the interrelation of economic, environmental
and social factors is increasingly material to
long-term enterprise value creation. Investors and
stakeholders now expect companies to report on

non-financial issues, risks and opportunities with the
same discipline and rigour as financial information.

By reporting on these recommended metrics in

its mainstream report — and integrating them into
governance, business strategy and performance
management — a company demonstrates to its
shareholders and stakeholders alike that it diligently
weighs all pertinent risks and opportunities in
running its business.

But beyond this, those corporations that align
their goals to the long-term goals of society, as
articulated in the SDGs, are the most likely to
create long-term sustainable value, while driving
positive outcomes for business, the economy,
society and the planet. This is the true definition of
stakeholder capitalism.

As the UK works in partnership with Italy towards hosting the
COP26 climate change conference in Glasgow in November
2021, | welcome the work of the World Economic Forum’s
International Business Council in creating a set of common
metrics for reporting sustainable value creation. Through this
work you are demonstrating to shareholders, stakeholders
and society at large that the private sector is committed to
measuring and improving its impacts on the environment

as part of the transition to a low-carbon future. | encourage
governments, regulators, the official accounting community
and voluntary standard setters to work with the IBC towards
creating a globally accepted system of sustainability reporting
based on this project’s groundbreaking work.

Mark Carney, Finance Advisor to the UK Prime Minister for COP26 and
United Nations (UN) Special Envoy for Climate Action and Finance
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FIGURE 1

Principles of
Governance

Summary overview of core metrics and disclosures

Theme Governance: Core metrics and disclosures Sources
Governing Setting purpose The British Academy
purpose The company’s stated purpose, as the expression of the and Colin Mayer,
means by which a business proposes solutions to economic, GRI 102-26,
environmental and social issues. Corporate purpose should Embankment
create value for all stakeholders, including shareholders. Project for Inclusive
Capitalism (EPIC) and
others
Quality of Governance body composition GRI102-22,
governing Composition of the highest governance body and its committees  GRI 405-1a,
body by: competencies relating to economic, environmental and social IR 4B
topics; executive or non-executive; independence; tenure on the
governance body; number of each individual’s other significant
positions and commitments, and the nature of the commitments;
gender; membership of under-represented social groups;
stakeholder representation.
Stakeholder  Material issues impacting stakeholders GRI 102-21,
engagement A list of the topics that are material to key stakeholders and GRI 102-43,
the company, how the topics were identified and how the GRI102-47
stakeholders were engaged.
Ethical Anti-corruption GRI 205-2,
behaviour 1. Total percentage of governance body members, employees GRI 205-3
and business partners who have received training on the
organization’s anti-corruption policies and procedures, broken
down by region.
a) Total number and nature of incidents of corruption
confirmed during the current year, but related to previous
years; and
b) Total number and nature of incidents of corruption
confirmed during the current year, related to this year.
2. Discussion of initiatives and stakeholder engagement to
improve the broader operating environment and culture, in
order to combat corruption.
Protected ethics advice and reporting mechanisms GRI102-17
A description of internal and external mechanisms for:
1. Seeking advice about ethical and lawful behaviour and
organizational integrity; and
2. Reporting concerns about unethical or unlawful behaviour and
lack of organizational integrity.
Risk and Integrating risk and opportunity into business process EPIC,
opportunity Company risk factor and opportunity disclosures that clearly GRI 102-15,
oversight identify the principal material risks and opportunities facing the World Economic

company specifically (as opposed to generic sector risks), the
company appetite in respect of these risks, how these risks and
opportunities have moved over time and the response to those
changes. These opportunities and risks should integrate material
economic, environmental and social issues, including climate
change and data stewardship.

Forum Integrated
Corporate
Governance,

IR 4D

Measuring Stakeholder Capitalism: Towards Common Metrics and Consistent Reporting of Sustainable Value Creation



Planet

People

Theme Planet: Core metrics and disclosures

Climate Greenhouse gas (GHG) emissions

change For all relevant greenhouse gases (e.g. carbon dioxide, methane,
nitrous oxide, F-gases etc.), report in metric tonnes of carbon
dioxide equivalent (tCO2e) GHG Protocol Scope 1 and Scope 2
emissions.

Estimate and report material upstream and downstream (GHG
Protocol Scope 3) emissions where appropriate.

Sources

GRI 305:1-3,
TCFD,

GHG Protocol

TCED implementation

Fully implement the recommendations of the Task Force on
Climate-related Financial Disclosures (TCFD). If necessary,
disclose a timeline of at most three years for full implementation.
Disclose whether you have set, or have committed to set, GHG
emissions targets that are in line with the goals of the Paris
Agreement — to limit global warming to well below 2°C above pre-
industrial levels and pursue efforts to limit warming to 1.5°C — and
to achieve net-zero emissions before 2050.

Nature loss  Land use and ecological sensitivity
Report the number and area (in hectares) of sites owned,
leased or managed in or adjacent to protected areas and/or key
biodiversity areas (KBA).

Water consumption and withdrawal in water-stressed areas
Freshwater Report for operations where material: megalitres of water
availability  withdrawn, megalitres of water consumed and the percentage of
each in regions with high or extremely high baseline water stress,
according to WRI Aqueduct water risk atlas tool.

Estimate and report the same information for the full value chain
(upstream and downstream) where appropriate.

Theme People: Core metrics and disclosures

Dignity and Diversity and inclusion (%)
equality Percentage of employees per employee category, by age group,
gender and other indicators of diversity (e.g. ethnicity).

Recommendations
of the TCFD;

CDSB R01, R02,
R03, R04 and R06;

SASB 110;

Science Based
Targets initiative

GRI 304-1

SASB CG-HP-
140a.1,

WRI Aqueduct water
risk atlas tool

Sources

GRI 405-1b

Pay equality (%

Ratio of the basic salary and remuneration for each employee
category by significant locations of operation for priority areas of
equality: women to men, minor to major ethnic groups, and other
relevant equality areas.

Adapted from GRI
405-2

Wage level (%)

Ratios of standard entry level wage by gender compared to local
minimum wage.

GRI 202-1,

Adapted from Dodd-
Frank Act, US SEC

Ratio of the annual total compensation of the CEO to the median ~ Regulations
of the annual total compensation of all its employees, except the
CEO.
Risk for incidents of child, forced or compulsory labour GRI 408-1b,
An explanation of the operations and suppliers considered to have

GRI 409-1

significant risk for incidents of child labour, forced or compulsory
labour. Such risks could emerge in relation to:

a) type of operation (such as manufacturing plant) and type of
supplier; and

b) countries or geographic areas with operations and suppliers
considered at risk.

Measuring Stakeholder Capitalism: Towards Common Metrics and Consistent Reporting of Sustainable Value Creation



Prosperity

Theme

Health and
well-being

Skills for the
future

Theme

Employment
and wealth
generation

Innovation
of better
products
and services

Community
and social
vitality

People: Core metrics and disclosures

Health and safety (%)

The number and rate of fatalities as a result of work-related injury;
high-consequence work-related injuries (excluding fatalities);
recordable work-related injuries; main types of work-related injury;
and the number of hours worked.

An explanation of how the organization facilitates workers’ access
to non-occupational medical and healthcare services, and the
scope of access provided for employees and workers.

Training provided (#, $)

Average hours of training per person that the organization’s
employees have undertaken during the reporting period, by
gender and employee category (total number of hours of training
provided to employees divided by the number of employees).

Average training and development expenditure per full time
employee (total cost of training provided to employees divided by
the number of employees).

Prosperity: Core metrics and disclosures

Absolute number and rate of employment
1. Total number and rate of new employee hires during the
reporting period, by age group, gender, other indicators of

Sources

GRI:2018
403-9a8b,

GRI:2018
403-6a

GRI 404-1,

SASB HC 101-15

Sources

Adapted, to include
other indicators of
diversity, from GRI

diversity and region. 401-1a&b
2. Total number and rate of employee turnover during the
reporting period, by age group, gender, other indicators of
diversity and region.
Economic contribution GRI 201-1,
1. Direct economic value generated and distributed (EVG&D),
GRI 201-4

on an accruals basis, covering the basic components for the
organization’s global operations, ideally split out by:

— Revenues
— Operating costs
— Employee wages and benefits
— Payments to providers of capital
— Payments to government
— Community investment
2. Financial assistance received from the government: total

monetary value of financial assistance received by the
organization from any government during the reporting period.

Financial investment contribution

1. Total capital expenditures (CapEx) minus depreciation,
supported by narrative to describe the company’s investment
strategy.

2. Share buybacks plus dividend payments, supported by
narrative to describe the company’s strategy for returns of
capital to shareholders.

Total R&D expenses ($)
Total costs related to research and development.

Total tax paid

The total global tax borne by the company, including corporate
income taxes, property taxes, non-creditable VAT and other
sales taxes, employer-paid payroll taxes, and other taxes that
constitute costs to the company, by category of taxes.

As referenced in IAS
7 and US GAAP
ASC 230

US GAAP ASC 730

Adapted from GRI
201-1
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2.1

FIGURE 2

Source: World Economic
Forum and Big Four
analysis. Definitions

for Planet, People and
Prosperity taken from the
UN'’s 2030 Agenda for
Sustainable Development®

Development of recommended metrics

In 2017, the IBC sponsored The Compact for
Responsive and Responsible Leadership,®

which declared that “society is best served by
corporations that have aligned their goals to serve
the long-term goals of society”, and identified

The four pillars

The metrics have been organized into four pillars
— Principles of Governance, Planet, People and

The four pillars

Principles of
Governance

The definition of
governance is evolving
as organizations are
increasingly expected to
define and embed their
purpose at the centre of
their business. But the
principles of agency,
accountability and
stewardship continue to

Planet

An ambition to protect
the planet from
degradation, including
through sustainable
consumption and
production, sustainably
managing its natural
resources and taking
urgent action on climate
change, so that it can

be vital for truly “good support the needs of the
governance”. present and future
generations.

Each of these pillars has an important bearing

on the capacity of a firm to generate shared and
sustainable value. Performance in one pillar is
highly interdependent with that in the others. And
the corporate community’s performance across
all of them has an important influence on the pace
at which society advances towards the broader
aspirations enshrined in the SDGs.

The four pillars and their associated metrics should
not be seen in isolation. Governance is foundational
for a company in setting purpose and provides
oversight for a company’s activities that contribute
to a prosperous, sustainable society. Without good
governance, companies lack the supportive context
within which to make progress on the other three
pillars. Without a healthy planet to provide the clean
air, fresh water, agriculture, forests and fisheries on
which human life depends, societies cannot succeed
and companies cannot create long-term value.

People are at the centre of global economic
prosperity, driving wealth creation, developing

Measuring Stakeholder Capitalism: Towards Common Metrics and Consistent Reporting of Sustainable Value Creation

the SDGs as the roadmap for that alignment.
Accordingly, the metrics that we recommend are
grounded in the SDGs and in the recognition that
bold and transformative steps are needed to shift
the world onto a sustainable and resilient path.*

Prosperity — which are aligned with the essential
elements of the SDGs (see Figure 2).

People Prosperity

An ambition to end
poverty and hunger, in all
their forms and
dimensions, and to
ensure that all human
beings can fulfil their
potential in dignity and
equality and in a healthy
environment.

An ambition to ensure
that all human beings
can enjoy prosperous
and fulfiling lives and
that economic, social
and technological
progress occurs in
harmony with nature.

innovative products and services and supporting
the communities in which they live and work.
Companies perform better when their employees
are well-trained, diverse and financially secure. The
inclusion of prosperity as the fourth pillar takes this
project’s work beyond simply “ESG”, highlighting
the importance of prosperous societies and the
role of businesses in fuelling economic growth,
innovation and shared wealth.

Each pillar comprises up to seven themes,
considered to be the most important to society,
the planet and the economy, and the most
universally relevant to all companies. Each theme
is critical to a comprehensive understanding

of its pillar and groups together one or more
corresponding metrics or disclosures to measure
corporate performance and sustainable value
creation. All metrics are drawn from existing
frameworks and standards, where available.

For definitions of key terms used in this paper, refer
to the Glossary in the Appendix.
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2.1

Criteria for prioritizing the metrics

The following criteria were used to filter and
prioritize all themes and metrics:

1. Consistency with existing frameworks and

standards

Materiality to long-term value creation

Extent of actionability

4. Universality across industries and business
models

5. Monitoring feasibility of reporting

w

Within each of the pillars, metrics and disclosures
have been selected that best combine universality
across industries and geographies, and that enable
companies to demonstrate their commitment to
long-term sustainable value creation. The aim

is to map a path for companies to report on

core indicators, with the possibility to add more
leading-edge, expanded disclosures to their
reporting over time.

The recommended core and expanded metrics and
disclosures in this report were developed by teams
assembled by the Big Four accounting firms. Each
firm took the lead on one of the four pillars, but all
firms had an opportunity to contribute to the thought
process in each pillar. This extraordinary, collaborative
effort among the world’s largest accounting firms
was coordinated by teams from the Forum and

Bank of America, representing the IBC’s chairman,
Brian Moynihan, over the course of a year’s work,
culminating in the presentation of these metrics to the
IBC Summer Meeting in August 2020.

The refinement process included a six-month
consultation process with IBC members, non-IBC
corporates, investors, regulators, standard-setters,
framework-providers, academics and other relevant
actors in the corporate reporting ecosystem, whose
valuable feedback enabled us to deliver the final set
of metrics and disclosures to be found in this report.

Application of recommended metrics

The purpose of this initiative is to enable IBC
companies — as well as non-IBC companies

— to begin reporting in a consistent and more
comparable way on key dimensions of
sustainable value. In so doing, the IBC hopes to
catalyse faster progress towards the creation of
a more formal, systemic solution, such as

a generally accepted set of international
accounting standards for material ESG and
longer-term value considerations.

Accordingly, companies are encouraged to begin
reporting on the recommended core metrics, where
relevant and possible in mainstream corporate
disclosures (annual reports to investors and proxy
statements). Addressing ESG metrics within a
company’s annual report (variously known as the
MD&A, the strategic report, the integrated report)
will ensure that consideration of material ESG
factors is on the board’s agenda and is part of the
overall corporate governance process.

Disclose or explain

While the recommended metrics and disclosures
are intended to be universal and industry-agnostic,
there may be instances when certain metrics

are not feasible, relevant or easy to implement
immediately. This may be due to concerns

about, for example, confidentiality constraints,
legal prohibitions, data availability, geographic
idiosyncrasies or lack of materiality.

The issue of materiality, in particular, generated

This effort is not intended to diminish the value of the
separate sustainability/ESG/impact reports, which
often provide more comprehensive information at
the industry- and company-specific levels, tailored
to the interests of stakeholders beyond investors.

It is hoped that these recommended metrics may
help companies align their annual financial reports
and annual sustainability reports in order to provide
investors and other stakeholders with clear and
coherent performance metrics, along with analysis of
risks and future goals.

Further, in selecting both core and expanded
metrics for their universality, the intention is to
create a foundational set of disclosures, beyond
which companies can report with more sector- and
industry-specific indicators as appropriate.

Some of the key concerns raised during the
consultation process are addressed in more
detail below.

considerable debate during the consultation process.
This initiative uses “material” and "materiality” to

refer to information that is important, relevant and/

or critical to long-term value creation. For a fuller
analysis of the term, see Box 1 below.

In line with the principles of good governance, we
would encourage boards to consider the full set of
recommended metrics and disclosures, and report
on all those that are material or relevant to the

Measuring Stakeholder Capitalism: Towards Common Metrics and Consistent Reporting of Sustainable Value Creation 13



BOX 1

FIGURE 3

Source: Statement of Intent
to Work Together Towards
Comprehensive Corporate
Reporting, CDP, DCSB, GRI,
IIRC and SASB, September
2020

organization. However, in cases where a specific
metric is not material for a company’s long-term
value creation, we recommend a “disclose or

Materiality

This project uses the term “material” to mean
information that is important, relevant and/or
critical to long-term value creation. The issue of
materiality and what should be disclosed in annual
reports varies according to regional regulations and
expectations, particularly in the United States. We
do not use the term with reference to or to redefine
national legal definitions (e.g. in the US) for the
purposes of corporate disclosures.

Our perspective is that the recommended metrics
reflect not only financial impacts but “pre-financial”
information that may not be strictly material in the
short term, but are material to society and planet
and therefore may become material to financial

Dynamic materiality

i organisation’s significant impacts on the
economy, environment and people

Dynamic
materiality: [,
sustainability

Reporting on the sub-set of

explain” approach and encourage companies to
explain in their reports the specific information
omitted and the reasons for those omissions.

performance over the medium or longer term.
Materiality is a dynamic concept, in which issues
once considered relevant only to social value can
rapidly become financially material. In this sense,
sustainable value creation lies at the intersection of
social and corporate value. The concept of dynamic
materiality, as understood by the five leading
voluntary framework- and standard-setters, is
captured in Figure 3.

While we encourage broad adoption of these
metrics and their inclusion in mainstream reporting,
we understand that companies will apply their own
materiality lens to inform what they disclose and
what they explain.

Reporting on matters that reflect the ————————— To various users with various

objectives who want to understand
the enterprise’s positive and
negative contributions to
sustainable development

Specifically to the sub-set of those

:gplos can sustainability topics that are
ove — either terial for enterprise val
graduallyor ::_::t_:n or enterprise value
very quickly 1

Reporting that is
already reflected in the
financial accounts*

*Including assumptions and cashflow projections

users whose primary objective is to
improve economic decisions

Direction of travel from core to expanded metrics

The primary focus of this project is to encourage as
many companies as possible to start reporting on the
recommended core metrics in mainstream annual
reports and disclosures at the earliest opportunity.
This is why the project has scanned the many
hundreds of ESG metrics available and highlighted just
21 core metrics that are well-established, universal,
industry-agnostic and that we believe to be material to
sustainable value creation.

It is acknowledged that not all companies will

find it easy to report immediately against all

the recommended metrics in their mainstream
disclosures. However, the ambition is for companies
to embark on a journey that leads to reporting

both core and expanded metrics — in the spirit of
embracing stakeholder capitalism. As momentum
in the market and expectations in society at large

build towards more far-reaching progress on the
SDGs and more transparent corporate reporting, the
expanded metrics present a pathway for companies
to continuously improve the depth, breadth and
sophistication of their reporting on issues of
economic, environmental and social concern.

The expanded metrics and disclosures encourage
companies to move from reporting outputs alone to
capturing the impacts of their operations on nature
and society across the full value chain, in more
tangible, sophisticated ways, including the monetary
value of impacts. They also address urgent emerging
issues — such as nature loss, resource circularity,

and gender and ethnicity pay gaps — that are not yet
well-represented in formal reporting standards. These
considerations will require additional sector- and
company-specific metrics to be developed over time.
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Additional guidance

The recommended metrics and disclosures are
not just isolated data points. Companies are
encouraged to include supporting contextual
commentary on their disclosures, as this will
add value to the data. The level of commentary
will vary by company depending on their
specific circumstances.

It is beyond the scope of this project to provide
detailed methodologies for measuring performance
in a precisely comparable manner. However,
companies can refer to the source standards and
frameworks for more information on methodologies.
The Appendix to this report contains additional
commentary on each of the metrics, including some
guidance around reporting.
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- Consultation and
refinement process




3.1

Consultation process

From January to July 2020, the project held

a wide-ranging and open consultation on the
metrics and disclosures proposed in the January
Consultation Draft paper. The feedback process
engaged IBC members, non-IBC companies,
investors, standard-setters and other key players
in the ecosystem, generating quantitative data
through a consultation survey, and qualitative

Socialization

This process obtained and synthesized feedback

via survey responses, one-on-one meetings and
workshops for the overall project and core metrics.

A total of 60 IBC companies responded to the survey
(more than half the IBC membership), many of which
discussed their views with the project team.

Market testing

This process engaged 15 companies in deeper
one-on-one discussions analysing the feasibility of

Systemization

A key part of the project and consultation process
was a discrete but important track of work

focused on engaging with influential leaders in

the reporting ecosystem. The Forum organized
various engagements with framework- and
standard-setters, regulators, stock exchanges, data
providers, international organizations, accounting
authorities and the European Commission to
showcase this initiative and discuss how it could
best accelerate progress towards a systemic
solution for consistent and comparable reporting on

insight through detailed discussions and workshops
(see Figure 4).

The project has seen significant support for

its objectives and high levels of engagement
by companies to support refinement of the
metrics. Feedback was collected through three
workstreams, outlined below.

More than 80 non-IBC organizations (corporates,
non-governmental organizations and industry bodies)
responded to the survey. The project held three
industry-specific workshops (Oil and Gas, Mining and
Metals, Electricity) and engaged 66 investors through
workshops and one-on-one consultations.

companies adopting and reporting both the core
and expanded metrics.

sustainable value creation. For a longer discussion
on the sustainability-reporting ecosystem and where
this project fits in that space, refer to the Ecosystem
chapter of this report.

The data delivered through these consultations were
aggregated and assessed against a set of principles
for refining the metrics. Each of the Big Four firms
refined its own pillar metrics and disclosures based
on the feedback, while deliberating cross-cutting
issues at working group level.
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FIGURE 4

3.2

Respondents to the consultation process

NGOs: 7
Framework developers: 2 \

International organizations: 6 ——_

Standard setters: 5

Other coalitions & initiatives: 9 -
Investor coalitions: 2 —/——

Data providers: 9 J/
Stock exchanges: 3

Regulators: 1

IBC corporates : 60

Non-IBC corporates : 33

Investors: 66

Summary of feedback and key changes

Feedback

All feedback was considered, but the input from
IBC members was prioritized. The consultation
survey data provided the primary information source
in refining the metrics, with qualitative feedback
informing the refinement of metrics that attracted
varying support.

Of the IBC respondents to the survey, 838%

agreed that reporting on a set of universal,
industry-agnostic ESG metrics and disclosures
would be useful for their company, while 91%
agreed that such reporting would be useful for the
financial markets and the economy more generally.
Non-IBC corporate respondents scored very nearly
as highly on the same questions. Two-thirds of all
companies polled, both IBC and non-IBC, said they
are willing and able to report on the core metrics
and disclosures in their mainstream annual reports.

Among investors who responded to the online
survey, a clear majority agreed that corporate
reporting on a set of universal, industry-agnostic
ESG metrics and disclosures would be useful
for them. They were strongly supportive of

the project’s objectives — to streamline ESG
reporting; foster transparency, consistency and
comparability; and catalyse a systemic solution
that integrates financial and ESG reporting.
Nevertheless, almost all investors strongly favoured
companies also reporting on material industry- and
company-specific metrics. Most indicated that the
ESG information presented by companies should
be assured and included in the annual report.

In response to requests during the consultation
process, this report now includes a Glossary
providing definitions of terms used in the metrics
and disclosures. Meanwhile, both companies
and investors raised the need to explore and
articulate a number of cross-pillar issues more
clearly, including pillar linkages, the definition

of materiality, challenges in reporting the full

set of metrics, the direction of travel from core
to expanded metrics, and the need for more
contextual commentary to complement the
quantitative data reported. These issues are
addressed more fully in the section of this paper
entitled Application of Recommended Metrics.
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Key changes resulting from consultation

Of the original core metrics, 17 were revised to
provide sharper focus and more precise disclosures.

Metrics in the Governance pillar saw greater
emphasis placed on the economic, environmental
and social focus; and the expanded metric on the
process for engaging stakeholders was dropped as

a separate metric and incorporated into the core set.

In the Planet pillar, the metric on implementing the
recommendations of the Task Force on Climate-
related Financial Disclosures (previously TCFD-
aligned reporting) was moved from the expanded
to the core set of metrics; and a new expanded
metric on land use and ecological sensitivity was
added. In the People pillar, the diversity core metric
was modified to reflect the heightened importance
of additional indicators beyond gender; and a new
expanded metric on pay gap was added.

In the Prosperity pillar, the country-by-country
tax core metric was replaced with a total tax
paid metric, to better reflect the full contribution

to public finances made by a corporation. The
community investment indicator was dropped

as a core metric and incorporated into the
economic contribution metric. Two expanded
metrics (average wage and net promoter score)
were dropped while two new expanded metrics
were added (additional tax remitted, and total and
additional tax breakdown by country for significant
locations). Metrics that featured ratios, particularly
in the Prosperity pillar, were updated to reflect the
strong preference of investors for quantitative data
and absolute values.

The result is 21 core and 34 expanded metrics
and disclosures, which the project commends
to both IBC members and non-IBC companies
for adoption.

The Appendix to this paper contains a full set of
all recommended core and expanded metrics
organized by pillar, with a clear rationale for each
metric, plus additional commentary and advice on
reporting against these indicators.
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Pillar: Principles of
Governance
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4.1

4.2

Introduction

Public understanding of the purpose of a corporation
is shifting to focus on long-term value creation and its
interdependence with economic, environmental and
social impact. This shift creates important implications
for the role and meaning of good governance and
strategy. Companies are increasingly expected to
define their purpose in a way that integrates societal
impact (including economic, environmental and social
considerations) within the core of their business and to
embed their purpose in strategy and operations.7

Meanwhile, traditional governance principles of
agency, accountability and stewardship continue to
be vital in ensuring that companies act responsibly
to support their own interests, as well as the
interests of all their stakeholders.

Governance is foundational to achieving long-term
value by aligning and driving both financial and
societal performance, as well as by ensuring
accountability and building legitimacy with
stakeholders. Achieving this alignment requires
governance to oversee the setting, monitoring and
execution of a company’s aspirations with respect
to economic, environmental and social impact

Themes

Across existing reporting frameworks and
standards, we have identified five themes that
provide high-level concepts and direction relevant
to good governance and that enable companies
to take a holistic and tailored approach to the
information they provide.

Under each theme, we have set out a number of
metrics and disclosures. The metrics are quantified
and reflect outcomes of governance structures,
policies and processes. The disclosures also
reflect specific outcomes but do so by calling on
companies to explain how governance has been
applied in the relevant area.

In all cases, if the governance frameworks that
companies use do not themselves call for an
explanation of the role of the management or
board (also referred to here as governance

body) in the areas covered by the five themes,
companies are encouraged to provide such
information alongside the specific metrics and
disclosures, focusing on aspects most relevant to
environmental and social matters.

Governing purpose
This theme addresses the extent to which governance
drives firms to establish and pursue a positive and

as part of its purpose and strategy, to navigate
risks and embrace opportunities associated with
these dimensions over time, and to see that the
interests of stakeholders, including shareholders,
are protected.

While good governance is important for achieving
all of the SDGs, it is highlighted in three of them:

16 tosme [l 17 fencous

Many corporations using these pillar
recommendations will be subject to general
governance frameworks based on their country

of incorporation or other regulatory requirements;
many will also apply an external framework that
focuses specifically on environmental, social

and governance matters. The Governance pillar
establishes foundation-level priorities for reporting
that build on such frameworks, but it is not intended
to replace them.

clear purpose, and the extent to which corporate
purpose guides strategy.

The importance of governing purpose is in