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ABOUT CDP 
The Carbon Disclosure Project is an independent not-for-profit 
organization holding the largest database of primary corporate 
climate change information in the world. CDP works with market 
forces to motivate companies and cities to measure and disclose 
their impacts on the environment and natural resources and take 
action to reduce them. CDP holds the largest collection global-
ly of primary climate change, water and forest risk commodities 
information. These insights enable investors, companies and go-
vernments to mitigate risks from the use of energy and natural 
resources and identify opportunities from taking a responsible ap-
proach to the environment.

ABOUT CEBDS 
Founded in 1997, the Brazilian Business Council for Sustainable 
Development (CEBDS) is a civic association that leads the cor-
porate sector’s efforts to implement sustainable development in 
Brazil, with effective alliance building among governments, com-
panies and civil society. CEBDS gather the country’s largest cor-
porate groups, with revenues accounting for 40% of the GDP and 
responsible for over 1 million direct jobs. CEBDS was the first ins-
titution in Brazil to address sustainability from the triple bottom 
line concept, which recommends that companies base their per-
formance on three pillars – economic, social and environmental. 
CEBDS represents the World Business Council for Sustainable De-
velopment (WBCSD) network in Brazil. CEBDS pioneered sustai-
nability reporting in Brazil in 1997 and helped implement in Brazil 
– in partnership with the Getulio Vargas Foundation (FGV) and 
the World Resources Institute (WRI) – the main greenhouse gas 
emissions measurement tool, the GHG Protocol.



ABOUT GRI 
The Global Reporting Initiative (GRI) aims to drive sustainability 
reporting and environmental, social and governance (ESG) dis-
closure by all organizations. GRI produces the world’s most wide-
ly used Sustainability Reporting Framework to enable this drive 
towards greater transparency. The Framework, incorporating the 
Reporting Guidelines, sets out the Principles and Indicators orga-
nizations can use to measure and report their economic, environ-
mental, and social performance. GRI is committed to continuous-
ly improving and increasing the use of the Guidelines, which are 
freely available to the public. GRI, a network-based non-govern-
mental organization, was founded in 1997 by CERES and the Uni-
ted Nations Environment Program (UNEP). In 2002, GRI moved 
its central office to Amsterdam, where the Secretariat is currently 
located. GRI also has regional ‘Focal Points’ in South Africa, Aus-
tralia, Brazil, China, India and the USA, and a global network of 
30,000 people.

ABOUT THE BRAZILIAN COMMISSION  
FOR INTEGRATED REPORTING 
The Brazilian Commission for Integrated Reporting comprises seve ral 
companies and individuals interested in the discussion of integra ted 
reporting and is constantly updated about IIRC’s activities around 
the world. The purpose of integrated reporting is to gather accoun-
ting, financial, and sustainability information in a single format.
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SCHEDULE OF MEETINGS

MAY 14 – SÃO PAULO – ECORODOVIAS 
Workshop de nivelamento: entendendo as ferramentas financeiras  
(Capacity-building workshop: understanding financial tools)  

JUN 9 – SÃO PAULO – SULAMERICA 
Extraindo Materialidade do Relatório de Sustentabilidade: O que as empresas es-
crevem e o que o investidor entende (Extracting materiality from the sustainabili-
ty report: what companies write and what investors understand)  

JUL 21 – RIO DE JANEIRO – SULAMERICA   
Workshop de nivelamento: entendendo a sustentabilidade no valuation das cias 
(Capacity-building workshop: understanding sustainability in business valuation)  

SEP 10 – SÃO PAULO – BM&FBOVESPA  
Encontro com Investidores (Meeting with Investors)  

OCT 7 – RIO DE JANEIRO – PETROBRAS   
Peer Review: Análise crítica dos relatórios de sustentabilidade e valoração  
de intangíveis (Peer review: critical analysis of sustainability reports and intangi-
bles valuation)  



PRESENTATION
Information is the oxygen of the mar-
ket. The disclosure of information by 
companies is key to the health of mo-
dern financial markets. Capital cannot 
be allocated in a wise or safe manner in 
companies that do not properly inform 
the material risks to which they are ex-
posed. In the current world, where in-
tangible account for, on average, 80% 
of the market value of a public compa-
ny, disclosing the sustainability perfor-
mance is critical.

However, there is a gap in understan-
ding how to communicate sustain-
ability issues to the financial market. 
Investors are not satisfied with the in-
formation available, criticize excessive 
information, excessive marketing and 
lack of data reliability. On the other 
hand, companies are frustrated with 
the increased demand for new informa-
tion, multiple questionnaires, and con-
fused with so many tools and metho-
dologies available. 

We believe integrated reporting will 
be key to improving communication 
and the actual comprehension by the 
market of the value of companies. In-
tegrating sustainability issues into de-
cision-making is one of the main chal-
lenges to a consistent advance of the 
sustainability agenda in business.

Another challenge is due to the dis-
tance between the professionals who 
work with sustainability, finance and op-
erations within the companies, most of 
the times resulting from a departmen-
talized structure that hinders an effec-
tive association between sustainability 
and operational/financial performances. 
Therefore, integrated reporting requires 
the integration of business manage-
ment and thought.

  

1.  OCEAN TOMO, “Ocean Tomo’s Intangible Asset Market Value Study” (2010), available at  
www.oceantomo.com/productsandservices/investments/intangible-market-value
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Aiming at bringing sustainability closer 
to the financial market and enriching the 
discussion on the theme, CDP Brazil, GRI 
Focal Point Brazil and CEBDS (WBCSD 
Brazilian Branch) held five meetings en-
titled “Building Bridges: Communicating 
the Business Case on Sustainability to the 
Financial Market”. These meetings are part 
of the second year of the Corporate Sus-
tainability Report Pioneers Working Group 
(WG) within the context of the Brazilian 
Commission for Integrated Reporting. The 
WG is comprised by representatives from 
the sustainability and financial areas of 25 
companies that have reported on sustain-
ability for at least 3 years. 

In the first meeting, the WG participants 
got acquainted with the accounting tools 
and reports of the investor relations area. 
In the second meeting, they could under-
stand the investment market, how inves-
tors take decisions and the themes con-
sidered material. In the third meeting, the 
focus was on the valuation methodologies 
used by investors and how sustainability 
issues influence company valuation. In the 
fourth meeting, a practical exercise was 
done by three companies, consisting of 
presentation of financial and non-financial 
results to investors, followed by a debate 
with investors and the audience.

In the last meeting, the companies could 
assess the reports of one another and 
also two intangible asset valuation tools 
were presented.

The objective of this white paper is to 
share with all Brazilian companies both 
the content and the discussions brought 
up in these meetings. The lectures in the 
events were given by various consultants 
and specialists, who shared their knowl-
edge and experiences with the group. 
Each meeting was recorded by a guest 
specialist, who was in charge of noting 
down the insights as accurately as possi-
ble. Therefore, the white paper is a com-
pilation of chapters and visions on how to 
improve sustainability communication to 
the financial market. We believe we can 
share the experience of these companies 
that are more mature in disclosing sus-
tainability issues with those that are just 
beginning the journey.

 

What do 
you want to 

say?

What is relevant?

What they  
want to know?



 FINANCIAL TOOLS 

01
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Author
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ect manager at Rever 

Consulting

We are living in a time of proliferation of fields that lead to an 
exponential increase in knowledge. Professionals are increasingly 
specialized, with cumulative and deep knowledge. However, each 
profession is governed by a rationale, and communication be-
tween professions is getting more and more difficult. 

Sustainability professionals need to understand the logic of the 
other fields to reach dialogue, integrating decision-making inside 
a company. An organization can only achieve integrated thought 
when it considers connectivity and interdependency among a 
range of factors that affect its ability to create value. The objec-
tive of this chapter is to introduce to sustainability profession-
als knowledge in the areas of accounting and investor relations, 
bringing new data out of the integration between these fields.

In practical terms, the goal was to gather what a professional 
working in the sustainability area of a company needs to know 
about accounting and legal reports. After that, discuss where sus-
tainability can be inserted in these documents and what points 
need to evolve so that we can better communicate issues related 
to society and environment. 

LEGAL, PERIODICAL AND OCCASIONAL COMMU-
NICATIONS TO PUBLIC COMPANIES AND OPPOR-
TUNITIES FOR INTEGRATION OF SUSTAINABILITY 
INFORMATION

Perception of value
A company is a system that has vision, mission and objectives 
perceived by various stakeholders that see it with different 
screenings and criteria. The correspondence between what the 
company is and the perception of internal and external stake-
holders may differ, creating a distortion of reality that can jeop-
ardize the perception of the company’s value.

With the purpose of adjusting this perception of value, the 
company faces the challenge of knowing what to communi-
cate and how to communicate, what the various stakeholders 
wish to know or understand, so that it can create an effective 
communication that arouses the interest of its different stake-
holders and lets them assimilate the information.
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Since companies are subject to different 
pressures for transparent information, 
whether because of legal requirements 
or demand from their stakeholders, they 
should make use of indicators and repor-
ting guidelines that are relevant to their 
business to share consistent information 
and to avoid conveying diverging mes-
sages that lower perceived value.

Mandatory publications in Brazil 
and the USA
There is a number of documents that a 
publicly listed company must publish. 
These are requirements mainly focused 
on shareholders and investors, whether 
actual or potential, natural persons or 
legal entities, with specific and known 
profile, who need to know what is going 
on in the company and the impacts on 
results, risks and opportunities. This type 
of company is used to reporting and ac-
counting with legally defined metrics. 

The main mandatory reports in Brazil are:

•  Reference Form (CVM – Securities 
Commission)

•  Standard Financial Statements (DFP) 
and Management Report

• Quarterly Information (ITR)
• Corporate Acts

o Notices of General Meetings
o  Management Proposals for General 

Meetings
o  Minutes of General Meetings and 

Board Meetings
o Material fact and occasional information 
 

Mandatory reports must comply with 
criteria for timeliness and access to same 
information. For example, the informa-
tion that is available on the Securities 
Commission (CVM) website must be the 
same as that published on the company’s 
Investor Relations website and the same 
as that shown on the BM&FBOVESPA’s 
(Stock Exchange) website. 

As for mandatory information of public 
companies in the US, they are as follows:

•  Form 20F, equivalent to the CVM Ref-
erence Form

•  Form 10K, required only from 
North-American companies, equivalent 
to the Standard Financial Statements 

•  Form 6K, equivalent to communica-
tions to the market

•  Earnings and press releases, equivalent 
to the Quarterly Information

When building the report, companies not 
always have a system for sustainability in-
formation management, and the sustain-
ability area leads data collection and com-
pilation. However, very often each area fills 
out the information pertaining to their in-
dicators in reporting initiatives. This poses 
a challenge for the internal understanding 
of the connection between these data, 
and later for the use of this information by 
stakeholders, as well as for the feedback 
to the company management. 
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For this reason, when developing an in-
tegrated report, it is critical to gather the 
holders of such information in the compa-
ny in a dialogue to integrate the different 
intelligences. 

As for Investor Relations teams, they are 
large information hubs and, sometimes, 
the main communication channel in the 
company. Therefore, Sustainability areas 
really should know the objective, layout 
and content of their main documents:

Reference Form (CVM)
• Annual publication.
•  The most recent picture of the compa-

ny.
•  Focuses on descriptive and qualitative 

tables and contents that explain the 
figures of the financial statement. 

•  Must be updated whenever there is a ma-
terial change and the information should 
be updated at CVM and BM&FBOVESPA. 

•  It is the mandatory document that gets 
closer to an integrated view, for it in-
cludes, besides economic and financial 
information, detailed data on gover-
nance, strategy, risk management and 
commitment to sustainable develop-
ment.

Even though it was published focused 
on the capital market, the Reference 
Form can serve as the main source of 
business communication and accoun-
tability to all key stakeholders, since it 
gathers material information for un-
derstanding and valuing the company 
and the securities issued by it, such as 
activities developed, control structure, 

risk factors, economic-financial data, 
comments from managers about the 
performance, policies and practices  
of corporate governance, and descrip-
tion of composition and compensation 
of managers. 

It should be seen by the top manage-
ment as a strategic and dynamic do-
cument that needs to be carefully de-
veloped, permanently monitored and 
updated whenever there are changes 
affecting its content, notably in cases 
provided for in specific regulations.

The Reference Form – with its reporting 
rules – has the main purpose of impro-
ving the insertion of public companies 
in the global capital market, fostering 
harmonization with the best account-
ability practices of public companies 
currently in place in countries with ex-
perienced stock markets. 

Investor Relations  
teams are large 

information hubs and, 
sometimes, the main 

communication output 
in the company 
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In 2012, BM&FBOVESPA started to rec-
ommend that listed companies indicate in 
the Reference Form (item 7.8, Description 
of the company’s material long-term re-
lations that are not mentioned elsewhere 
in this form) if they publish a Sustainabil-
ity Report / Integrated Report of similar 
document. If they don’t, they should ex-
plain why not.

Besides these requirements that were in-
corporated into the Reference Form, the 
legal requirements of communication of 
institutional sustainability have been in-
creasingly applied. In the financial sector, 
for example, the Central Bank will be re-
quiring as of 2015 the publication of insti-
tutional sustainability policy.

Standard Financial Statements and 
Management Report
Standard Financial Statements are annual 
publications in which the company makes 
its accounting statements together with 
explanatory notes. 

The Management Report shows the main 
results reached, which include informa-
tion that enables knowledge about the 
organization, as well as its goals and poli-
cies, in addition to the accounting records 
and explanatory notes contained in the 
Financial Statements.

The Management Report shows a com-
prehensive picture of the management’s 
stances and performance in managing 
and allocating the funds under its re-
sponsibility.

Quarterly Information 
The Quarterly Information Form (ITR) 
is periodical information that should be 
sent to CVM through the Empresas.net 
program. The ITR form must be filled 
out with data from quarterly accounting 
information given according to the ac-
counting rules applicable to the issuer 
and delivered by companies, regardless 
of being national or foreign issuers, within 
45 days after the end of each quarter of 
the accounting period (except for the last 
quarter of each period).

In case there is a corporate change that 
results in an accounting period longer or 
shorter than one year, the company may 
present more or less than three ITR forms 
in one single period.

Material fact and occasional 
information 
The obligation of communication of ma-
terial facts and occasional information is 
set forth in Act no. 6,404/1976 (known 
as “Lei das S/A” – Corporations Act): 

•  “§4 – The directors of a public compa-
ny shall communicate immediately to 
the stock market and disclose through 
the press any resolution of the General 
Meeting or of the company’s governance 
bodies, or material fact occurred in its 
business that may substantially influence 
the decision of market investors to sell or 
buy securities issued by the company.
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•  §5 – The directors may refuse to disclose 
the information (§1e) or not disclose it 
(§4) if they believe its disclosure might 
put a company’s legitimate interest at risk. 
The Securities Commission shall, then, 
upon request from directors, any share-
holder or on its own initiative, decide on 
conveying the information and hold the 
directors responsible, if applicable.

These material facts described by the 
law are in tune with the essence of sus-
tainability and are reinforced by orga-
nizations such as CVM, which in 2002 
defined material fact in Article 2 of CVM 
Instruction no. 358: 

•  For the purposes of this Instruction, 
MATERIAL FACTS are defined as any 
decisions by majority shareholders, 
general shareholders’ meetings, or by 
officers of publicly-held companies, 
as well as any other acts or facts of a 
political-administrative, technical, busi-
ness or financial nature related to the 
relevant business that may significantly 
influence: the market price of the secu-
rities issued by the relevant corporation 
or backed on them; investors’ decisions 
as to buy, sell, or preserve those secu-
rities; investors’ decision as to exercise 
any rights inherent to titleholders of se-
curities issued by the relevant corpora-
tion or backed on them.”

Going beyond CVM, CODIM [Steering 
Committee on Market Information Dis-
closure] reinforced in 2012 the disclosure 
of sustainability information to strategic 
stakeholders through CODIM PO (guid-
ance pronouncement) no. 14. 

•  “[…] besides feedback to shareholders, 
companies should disclose their com-
mitment to sustainable development, 
advocacy of human rights, social caus-
es, responsible investment, efficient 
and conscious use of natural resourc-
es, their governance and transparency 
practices, diversity and promotion of 
local development, creating a healthier 
economy, among other factors .”

•  “[…] be accountable to key stakehold-
ers about sustainability information in 
a manner that is transparent, clear and 
integrated with economic-financial in-
formation, mainly in the Annual Report 
(See CODIM PO no. 13), and preferably 
following GRI-Global Reporting Initia-
tive guidelines, the premises of IIRC 
– International Integrated Reporting 
Council’s IR – Integrated Reporting, 
and the Novo Valor (New Value) Cor-
porate Sustainability Guide issued by 
BM&FBOVESPA [...].”
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•  “[…] integrated sustainability-orient-
ed governance that reaches the vari-
ous organizational levels, with a direct 
channel to the company’s communica-
tion areas, especially accounting (seek-
ing, whenever possible, to link disclo-
sures with the records and evidences 
provided), Investor Relations, Institu-
tional Relations and Press Office […].”

To reinforce the importance and ensure 
timeliness of information disclosure, thus 
avoiding privileged information, CODIM 
had already issued in 2008 the CODIM 
guidance pronouncement no. 05, also in 
tune with sustainability:

•  Any information that is not conceptual-
ly a Material Fact, but whose disclosure 
to all capital market agents is consid-
ered important by the company’s man-
agement. Publishing the Communica-
tion to the Market is optional. However, 
if the company decides to publish, it 
should be preferably done in the news-
paper usually used by the company.” 

Connectivity of sustainability  
information in the reports
Currently, companies face a segmentation 
panorama in which all areas are asked to 
answer questionnaires, communications 
and reports.

Segmentation is dangerous if there is 
discrepancy in the approach and ends 
up creating doubtful information. For ex-
ample, the sustainability report shows a 
positive human resources situation and 
very high level of employee satisfaction 
whereas financial statements show high 
provision for payroll liabilities. This infor-
mation, if not linked and explained, cre-
ates lack of reliability in the company.

The company needs an integrated 
thought, which is key to building a link 
between context, opportunities and risks, 
and sustainability strategy. From the dy-
namics carried out in the meeting, RICCA 
developed a summary table with the re-
lationship between Reference Form in-
dicators and GRI indicators. In this way, 
sustainability teams may, when develop-
ing the report, see company’s published 
information that feed GRI indicators to be 
reported on.

An integrated  
thought is key to 

building a link between 
context, opportunities 

and risks, and 
sustainability strategy 
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TABLE OF RELATIONSHIP BETWEEN DATA

CVM REFERENCE FORM INDICATOR GRI G4 INDICATORS 

4.1 2

4.2 2

 4.3 2, EN29, SO8, SO7, PR9

 4.4 2, EN29, SO8, SO7, PR9

 4.5 2, EN29, SO8, SO7, PR9

 4.6 2, EN29, SO8, SO7, PR9

 5.1 2

 5.2 2, 45

 5.3 2

 5.4 45

6 3, 4, 5, 9, 13

 6.5 13

7 34, 38

 7.1 4, 9

 7.2 4, 9

 7.3 4, PR3

8

8 17

8 LA10

 8.1 3, 4, 5, 6, 7, 8, 9, 13

 8.2 13

 8.3 13

9 4

 10.2  ec1

 10.9 1

 12.1 34

 12.2 34, 37, 38

 12.4 34, 37, 38

 12.6 34, 38

 12.7 34, 38

 12.8 38

13 51

 14.1 LA1

 14.3 52

 14.4 11

 22.1 13

 22.2 13

 22.3 13

Figure 1. Connectivity between GRI and Reference Form

Source: Ricca RI.
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INTERNATIONAL ACCOUNTING 
STANDARDS FOCUSED ON 
TRANSPARENCY LEVELS AND 
APPLICATION TO THE REALITY 
OF BRAZILIAN COMPANIES 

Relevance of International Ac-
counting and of Act no. 11.638/07
In Brazil, until 2007, financial data compa-
rability was a great challenge to compa-
nies listed in the stock market in their IPO 
processes, when 70% of the stocks were 
acquired by foreign investors. By the time 
investors had to take decisions and fol-
low the performance of companies, they 
needed to compare the performance of 
Brazilian companies to several companies 
worldwide, which was impossible due to 
the differences in accounting standards. 
This exerted a lot of pressure aimed at 
aligning Brazilian companies’ accounting 
with that of other countries. 

There was an ongoing global process of 
convergence to streamline communica-
tion, understanding, analysis and use of 
accounting standards. The global trans-
action of goods, services, capital, in the 
form of loans or investments, among 
others, made it necessary for countless 
Brazilian businessmen to understand the 
financial statements of their customers, 
suppliers, potential investors and other 
stakeholders. It was necessary to make 
Brazilian financial statements easy to be 
understood and analyzed by interested 
parties abroad. 

In 2007, Act no. 11.638/07 was enact-
ed, changing, revoking and introducing 
new provisions to the Corporations Act 
(Act no. 6.404/76) specifically regarding 
chapter XV, on matters of accounting na-
ture. The main objective of this Act was 
updating the Brazilian accounting rules, 
harmonizing these rules with the interna-
tional standards, especially those issued 
by IASB through the IFRS. 

Since then, the international accounting 
standards issued by IASB are being im-
plemented in Brazil by CPC and the Bra-
zilian regulatory agencies, mainly CVM 
and CFC.

The main benefits include:

•  Cost savings for multinational corpo-
rations that have subsidiaries in several 
countries

•  Higher level of understanding and 
transparency

•  Accounting that helps internal man-
agement and decision-making by local 
and foreign investors

•  More confidence in the information 
conveyed

•  Consistency in the accounting proce-
dures of the transaction

Presentation of financial  
statements 
In Brazil, the key financial statements are 
the following:

•  Balance sheet: shows the company’s 
assets and liabilities over a period of 
time, classified as current and noncur-
rent, organized according to liquidity 
and relevance.
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•  Profit & loss statement (or income 
statement): presents the change in a 
company’s net assets during a specific 
period of time.

•  Statement of comprehensive income 
(for some specific operations): pres-
ents the change in a company’s net as-
sets during a specific period of time, re-
sulting from transfer of equity holdings, 
change of ownership, or other factors.

•  Statement of changes in shareholders’ 
equity: demonstrates how a company’s 
net assets changed during a specific 
period of time, showing the activity of 
all shareholders’ equity accounts over 
the fiscal period, including the forma-
tion and use of reserves not derived 
from the profits.

•  Statement of cash flows: the sources of 
cash are the cash flows deriving from 
operating, investing and financing ac-
tivities. More important for those who 
want to invest for, without cash from 
operations, the company will go bank-
rupt, even if it makes a profit.

Explanatory notes are also very import-
ant, for they show details in addition to 
that information presented in the bal-
ance sheet as premises and accounting 
policies. They can be used to insert in-
formation about the company’s sustain-
ability that directly impact on a financial 
indicator, since they provide narrative 
descriptions and details of items pre-
sented in the statements. 

Judgments on materiality are made in 
light of the circumstances involved, and 
should be relevant to users of financial 
statements and, therefore, detailed in the 
explanatory notes. When we talk about 
fixed assets, biological assets, intangible 
assets and sustainability in general, this 
judgment is critical.

The company should also disclose, in its 
explanatory notes, information on the 
main assumptions related to the future 
and other important sources of uncer-
tainty about estimates by the time of 
disclosure that have significant risk of 
causing material change in the amounts 
of assets and liabilities recorded in the 
following financial year. With respect to 
these assets and liabilities, explanatory 
notes should include details about their 
nature and their amounts recorded at 
the end of the reporting period. 

Finally, financial statements should be 
prepared based on the assumption of 
going concern, containing comparative 
information year on year. Two compara-
tive years are necessary to measure the 
evolution of internal results and to com-
pare results to those of competitors.
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IASB does not advise to refer to the pub-
lication of separate environmental re-
ports in financial statements. IASB gives 
particular importance to the criteria for 
recognition of environmental provisions, 
especially regarding the evolution of 
regulation and of the company’s obli-
gations (IAS 37). As for capitalization of 
environmental costs, IASB (IAS 16) rec-
ommends active use of equipment ac-
quired for environmental reasons so as 
to obtain future economic benefits from 
its other assets. 

Value Added Statement 
The VAS is aimed at showing the wealth 
created by the entity and its distribution 
over a certain period, as shown in fig-
ure 2. The VAS (DVA in Portuguese) is 
required by the Brazilian legislation (Act 
no. 11.638/07) for public companies and 
is not required by IASB, although en-
couraged. The VAS represents the over-
all wealth created by the company mea-
sured by the amount of sales less the 
inputs acquired from third parties. 

Source: KPMG Brazil 

Result of equity

Financial income

Dividends

Rent

Royalties

Sale of goods, products and services

Other sources of income (write-offs for disposition of 
noncurrent assets and other)

Allowance for doubtful accounts

(-) Cost of goods, products and services sold

(-) Materials, energy, third-party services and other

(-) Loss and recovery of assets (adjusted by valuation at 
market value of inventories, fixed assets, investments, etc.)

(-) Depreciation, amortization and depletion

Personnel (direct compensation, benefits, FGTS 
[Workers’ Insurance Fund], etc.)

Taxes, fees and contributions

   Federal

   Local

   State 
 
 
 

Return on third-party capital

   Interest

   Rent

   Other

Interest on the stockholders’ equity 

   Interest on the stockholders’ equity

   Dividends

   Retained earnings and losses in the financial year

WEALTH CREATION

WEALTH DISTRIBUTION

Received in transfer Created by the entity

Figure 2. Value Added Statement
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The VAS seeks to show the share of con-
tribution the company has in the GDP and 
to indicate how much value the organi-
zation adds to inputs acquired from third 
parties that are sold or consumed over 
a certain period. This information is very 
important to show business sustainabili-
ty, for it explains part of the value added 
it shares with society, its economic and 
social footprint, enabling the assessment 
of the organization’s activities within the 
society where it operates. 

Intangible, biological and fixed 
assets
When it comes to incorporating sustain-
ability issues, three types of assets stand 
out in accounting balance sheets:  intan-
gible, biological and fixed assets. 

Intangible assets, from the concept of as-
sets in the accounting theory, are those 
that are not physical in nature; they de-
rive their value from intellectual or le-
gal rights, and from the value they add 
to the other assets. For example: rights 
for the supply of public services through 
concession or permission from the gov-
ernment, brands and patents, software 
and the goodwill acquired. An intangible 
asset should be recognized only when: 

a.  It is likely that the future economic 
benefits attributable to the asset will 
be created in favor of the entity; and

b.  The cost of the asset can be safely 
measured.

 

Theme of ongoing debates in accounting 
due to the complexity of its recognition 
and measurement, the intangible assets 
started to represent the organization’s 
potentialities, for they provide value and 
wealth creation. Internally created pre-
mium derived from the expectation of 
future profitability (goodwill) cannot be 
recognized as an asset. This means that 
no intangible asset originated from re-
search, brands, titles of publications and 
the like should be recognized. In the 
event any good mentioned does not fit 
the definition of intangible asset, the ex-
pense incurred in its acquisition or inter-
nal creation should be recognized as ex-
penditure when it occurs. 

How to show sustainability is part of in-
tangible assets? According to research 
carried out by Insper2, ISE [Corporate 
Sustainability Index] – listed companies 
have strong intangible assets and, there-
fore, present market value up to 19% 
higher than those that are not sustain-
ability-oriented. However, another study3 
shows that, although ISE companies 
present a good level of disclosure of in-
tangible assets, the nature of disclosure 
is predominantly descriptive, whose main 
source was the management report and 
not the financial statements. 

2.  ROSSI JUNIOR, J.L. What is the value of corporate social responsibility? An answer from Brazilian 
sustainability index. No. wpe_142. Insper Working Paper, Insper Instituto de Ensino e Pesquisa, 2008.

3.  NASCIMENTO JUNIOR, E.R. et al. “O disclosure dos ativos intangíveis nas empresas que compõem Índice de 
Sustentabilidade Empresarial do Brasil.” (2012).
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Researchers concluded that this fact re-
sults from the limitation of valuating the 
intangible asset with reliability. Besides, 
the premises from accounting principles, 
such as the principle of prudence and the 
cost basis of valuation, hinder this valua-
tion, carried out mostly by its recording as 
a cost. Two methodologies of valuation of 
intangibles are presented in the last chap-
ter of this document. 

As for the biological asset, it is easier to 
be reported, especially in agricultural pro-
duction. According to definition of CPC 
29, biological asset is a live animal and/or 
plant, and, according to Ibracon (2008), 
biological asset is everything that is born, 
grows and dies. Therefore, from the mo-
ment that life ends, the asset becomes ag-
ricultural produce. The biological transfor-
mation comprises the process of growth, 
degeneration, production and procreation 
that cause qualitative and quantitative 
changes in the biological asset. Thus, for 
example, the cattle for milk production is 
a biological asset that produces the agri-
cultural produce “milk” and is subject to 
birth, growth, production, degeneration, 
procreation. If the male calves born are 
destined to sale, they are considered ag-
ricultural produce, and if female calves are 
destined to future production of milk, they 
are considered biological assets. In other 
examples, the coffee tree is the biological 
asset that produces the agricultural pro-
duce “coffee”; the eucalyptus is the bio-
logical asset that produces the agricultural 
produce “lumber”, to be used as raw ma-
terial to obtain pulp, etc.

As observed, since biological assets are 
live and, therefore, subject to biological 
transformations beyond weather condi-
tions, which may significantly affect its 
value, its accounting is subject to a num-
ber of specific rules. Although this theme 
has been advancing in terms of agricul-
tural production, it still lacks discussion 
when it comes to adding value to eco-
system services. For example, a forest, 
despite capturing CO2, is not considered 
a biological asset. The recovery or con-
servation of a river basin that supplies 
water to a city cannot be considered an 
intangible asset either. 

Another option would be incorporating 
the conservation of the river basin as a 
fixed asset, which are tangible items usable 
for more than one year and that are held 
for use in production or supply of goods 
or services, for rent or for administrative 
purposes. Other examples are the bees to 
pollinate or the cattle to inseminate. The 
cost of an item of fixed assets should be 
recognized as an asset if, and only if:

 a.  It is likely that future economic bene-
fits associated to the item will flow to 
the organization; and

b.  The cost of the item can be reliably 
measured.
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The discussion on how to incorporate 
assets deriving from ecosystem ser-
vices, including those key to business 
operation, still needs to be deepened. It 
would require a study group inside the 
IASB and a specific accounting standard 
to achieve the necessary reliability and 
comparability aimed at the incorporation 
of these assets in the balance sheets. 

Provisions, contingent liabilities 
and contingent assets 
Currently, the item that includes the most 
sustainability issues in financial state-

ments is the provisions. A provision is a 
liability of uncertain timing or amount 
and should be recognized only when:

a.  An organization has a present obliga-
tion (legal or moral) resulting from past 
events;

b.  It is probable (that is, more likely than 
not) that an outflow of resources that 
incorporate economic benefits will be 
necessary to settle the obligation; and

c. The amount can be estimated reliably.

Provision can be made by a legal obliga-
tion or a non-formal obligation, as shown 
in figure 3.

Figure 3. Types of obligations

LEGAL OBLIGATION

Contract 
Legislation

Other legal action

Accept responsibilities via:
Established patterns  
from past practices
Published policies
Public statements

Create valid expectation on 
behalf of other parties

MORAL OBLIGATION

Source: KPMG

Companies normally make provisions for 
sustainability issues ranging from recovery 
from environmental damage and fines to 
labor lawsuits. 

.  
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We are facing a challenge: how to present information in a way that 
investors will understand and integrate sustainability themes into 
their decision-making processes. It is worth noting that we are not 
talking about a mere collection of information, but observing the 
important trend for the sustainability theme to pervade all sectors 
of the company. It is important to point out how the sustainability 
information impact on value creation corroborating financial indi-
cators, in a cause-effect relationship, which can make the company 
attractive and interesting to the financial market and the investors. 

This chapter aims to shed a light on convergences and divergences 
between the investors’ and companies’ agendas in sustainabili-
ty-related issues. It also aims to map the main players in the invest-
ment market and their main functions and demands. Who are the 
investors that incorporate sustainability issues into their decision 
making? How do investors see the materiality matrix and what lan-
guage and schedule are suitable to discuss with them?

WHO ARE THE INVESTORS?
Investors are not a homogeneous group. Each group has its in-
vestment horizon, its performance area and the type of analysis 
that determines the demand for information. It is important to 
comprehend the function of each investor to understand how to 
better please the various groups. 

A company issues new shares of stock or debt with the purpose 
of getting financially stronger or improving its debt profile. It can 
do it in a private manner, known as private equity, or in a public 
manner, through the stock market or debt securities. CVM is the 
government body responsible for regulating this type of opera-
tion. Banks, lawyers and brokers prepare all the process required 
by CVM and sell the shares/securities to potential investors. 

The purchase of shares or securities can be made by passive 
funds, which purchase the shares that comprise a certain index 
(e.g. Ibovespa and ISE), individual investors/investment club, nat-
ural persons that buy shares directly in the Stock Exchange (not 
including those investors who buy share investment funds) or ac-
tive funds/pension funds, which by means of various methodolo-
gies (as shown in figure 4) buy shares freely in the market.



30

Figure 4. Main styles of active funds

Banks, rating agencies and investment 
funds have several analysts that are re-
sponsible for receiving and analyzing 
companies’ information. The focus of the 
analysis is different in each performance 
area, such as: 

•  Sell side: opinion-maker, publicly dis-
closes opinions (reports, financial fore-
casts for companies and market). Opin-
ion regarded as independent, despite 
being linked to a financial institution.

•  Buy side: responsible for giving recom-
mendation of purchase and sale of as-
sets for the manager to take a decision. 

Recommendation made through inter-
nal reports and valuations.

•  Credit analyst (banks): responsible for 
assessing the lender’s return potential.

•  Credit analyst (Rating agencies, e.g. 
Moodys, S&P): responsible for rating 
the company’s risk; uses the same tool-
kit used by the credit analyst.

•  ESG analysts: specialized in sustain-
ability issues, may be a member of the 
team of analysts above or work for a 
specific agency, such as Sustainable 
Asset Management, Oekom, Vertlag 
and Vigeo.

  

VALUE
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WITH CHEAP PRICE/

EARNINGS RATIO 
(EARNING MULTIPLES)

SEEK TO 
UNDERSTAND 
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HORIZON (16-18M)
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AND LONDON
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FUNDS/

SOPHISTICATED 
STRUCTURES EX: 

JP MORGAN ASSET, 
BATTERYMARCH, 

FIDELITY, 
ALLIANCEBERNSTEIN, 

SCHRODERS 
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OR FAMILY OFFICES
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MARKET OR 
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FOR SHORT-TERM 

INVESTMENT

INVESTMENT 
HORIZON: 6 MONTHS 
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FARALLON CAPITAL 

MANAGEMENT, 
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PENSION FUNDS SEEK 
RETURNS TO REACH 
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INCOME)
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RETURNS IN 
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EX.: PETROS, FUNCEF, 
SCOTISH, WINDOWS; 

F&C, TIAACREF

GROWTH HEDGE FUNDS DIVIDENDS

Source: Lead
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These investors, whether on the buy 
side or the sell side, from value funds or 
growth funds, have had to consider ESG 
issues in their analyses. This year, the 
number of signatories of the UN’s Princi-
ples for Responsible Investment (PRI) has 
reached 1,278, including asset owners, 
investment managers and professional 
service partners, totaling $45 trillion in fi-
nancial assets under management. CDP, 
in turn, collects information on the use of 
natural capital of companies all over the 
world on behalf of 767 global investors, 
which together operate $92 trillion in fi-
nancial assets. In 2014, 5,000 companies 
reported through CDP. This information 
is disseminated through studies, rank-

ings and indices developed by CDP and 
used by a number of service providers in 
the financial market, such as Bloomberg 
and Markit, among others. As shown in 
figure 5, investors use various strategies 
for valuation and selection of companies. 
The exclusion method is the most widely 
used and accounts for 41% of the total 
assets under professional management 
in Europe, with a 383% increase between 
2011 and 20134. This growth trend is also 
present in the Unites States, where the 
total amount of assets invested in social-
ly responsible investment rose by 486% 
between 1995 and 2012, according to the 
US SIF Foundation5.

€48,046

€58,961

Sustainablility 
Themed

€283,081

€353,555
Best-in-Class

€2,132,394

€3,633,794

Norms-based-
Sreening

€3,584,498

€6,853,954
Exclusions

€3,164,066

€5,232,120

ESG Integration  
(incl research  

available)

€1,900,040

€1,762,687

€3,275,930

Engagement  
and Voting

ESG Integration 
(Systematic only)

€8,750

€20,269
Impact Investing

+10.8%
CARG

+11.8%
CARG

+30.5%
CARG

+38.3%
CARG

+28.6%
CARG

+36.3%
CARG

+52.2%
CARG

Figure 5. Socially responsible investment strategies in Europe

Source: Eurosif, 2014, presented by Resultante.

4.  EUROSIF “European SRI Study”(2014). Available at: www.eurosif.org/semantics/uploads/2014/09/Eurosif-
SRI-Study-20141.pdf

5. US SIF FOUNDATION. “Report on US Sustainable, Responsible and Impact Investing Trends 2012”(2012)
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In Brazil, the market is still shy, but is also 
increasing. Currently, ANBIMA records 16 
funds, managing the aggregate of R$ 1.4 
bn in the main financial institutions. All of 

them are signatories of the PRI and ap-
ply various business valuation methods, 
as shown in figure 6.

Figure 6. Methodologies used by assets in Brazil

NATIONAL  
ASSETS 

Signatories of the UNPRI √ √ √ √ √ √ √
Responsible Investment 
Policy √ √ √ √ √ √ √

ESG Risk Assessment 
Methodologies √ √ √ √ √

Integration √ √ √
Products & Services √ √ √ √ √ √ √

Engagement  
with companies √ √ √

CDP signatories √ √ √ √ √

Source: Resultante.

Em
Implementação

INTEGRATION OF 
SUSTAINABILITY ISSUES TO 
INVESTMENT VALUATION AND 
DECISION-MAKING
This discussion was informed by the 
document developed by the PRI, ‘Inte-
grated Analysis: How Investors Are Ad-
dressing Environmental, Social and Gov-
ernance Factors in Fundamental Equity 
Valuation’6, which addresses the contri-

bution that analysis of ESG factors can 
make towards an accurate valuation of 
a listed company. Five stages are used, 
as summarized in figure 7, which include, 
for example: analysis of the economies in 
which a company operates, through the 
industries in which it operates, the way it 
conducts its operations, the financial im-
pacts of those operations and finally the 
valuation tools used. 

6.  PRI ‘Integrated Analysis: How Investors Are Addressing Environmental, Social and Governance Factors in 
Fundamental Equity Valuation.’ February 2013
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Figure 7. Integrating ESG criteria into the valuation of listed shares

ECONOMIC 
ANALYSIS

Understanding how 
ESG factors affect 
economic growth 

and macro themes, 
such as resource 

scarcity.

VALUATION 
TOOLS

Understanding 
how analysts are 
integrating ESG 

considerations into 
valuation tools, 

such as discount 
rates and economic 

valued added.

FINANCIAL 
REPORTS

Understanding 
how ESG factors 

impact on earnings 
growth, operational 

efficiency, 
intangible assets 
and underlying 

cash flows.

COMPANY 
STRATEGY

Understanding 
how a company 

manages ESG risks 
and opportunities, 

for example in 
supply chain 
management.

INDUSTRY 
ANALYSIS

Understanding 
how ESG factors 

influence consumer 
preference 

and regulatory 
change, such as 
environmental 

legislation.

Source: PRI (2013), presented by Resultante.

This integrated approach to calculating 
the valuation of companies represents 
a significant improvement in valuation 
models, since it considers resource scar-
city, regulatory trends and long-term 
issues. Indicators and metrics are point-
ed out as great needs of companies in 
the process of integration. In this sense, 
some items were highlighted, such as 
the impact on the economic activity and 
macro themes, such as:

• Resource scarcity in economic analysis
•  Influence on consumer preference and 

regulatory changes, such as environ-
mental legislation in industrial analyses

•  In the management of risks and oppor-
tunities derived from ESG issues, such 
as in the supply chain verified in the 
company strategy

•  In financial statements, when measur-
ing the impacts on earnings growth, 
operational efficiency, besides intangi-
ble assets and cash flow

•  Assessing how analysts consider such is-
sues in discount rates or in economic val-
ue added, present in the valuation tools

The process of selection of the most 
material issues, also known as material-
ity process, should take into account the 
current and future prospects, as well as 
the expectations of external stakehold-
ers. The identification of material issues 
continues to be more art than science. 
The definition of materiality is not homo-
geneous in the various reporting initia-
tives, such as GRI, CDP, IIRC and SASB. In 
this sense, a materiality study pertaining 
to each company or sector is important 
to define the top issues that will effec-
tively add value to the process.

From this point on, it is important to look 
at all value drivers that impact on results, 
therefore making the connection between 
the most material issues and the compa-
ny’s present and future value creation.
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Such integrated vision is still unusual in 
Brazilian companies, but this exercise is 
expected to mean an important effort 
towards organizational maturity.

While there is a broad consensus that 
some ESG factors may have a significant 
impact on a company’s performance, 
the materiality of other aspects depends 
both on the investor and the company, in 
factors such as investment horizons and 
the context where the company is set.

INVESTORS AND  
SUSTAINABILITY REPORTING
It is important to recognize the key role of 
the financial analyst who rates the business 

risk through a deep analysis of available in-
formation about the company. With that in 
mind, companies need to realize that the 
amount of information generated by legal 
documents for these opinion makers is 
huge, which may create a lack of interest in 
reading sustainability reports.

Firstly, it would be important for companies 
to rethink their reporting calendar. Inves-
tors have a predefined agenda and find it 
difficult to adjust to new schedules. For ex-
ample, the first half-year is a critical period, 
full of mandatory information to guide the 
analyses for the year; preferably in the first 
three months, as shown in figure 8. 

 

Figure 8. Calendar of communication to investors

Delivery of 
documents 

regarding the 
previous year. 

Companies show to 
the financial market 

their operating/
financial data 

expectations for 
the current year

Many companies publish their 
sustainability reports as of June 

Delivery of 
operating/financial 

information 
regarding Q1 of the 

current year 

Information available from previous 
year is considered outdated  

JAN DECNOVOCTSEPAUGJULJUNMAYAPRMARFEB

Source: Lead
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Within this scope, it is important to en-
sure that organizations produce relevant 
contents in formats that attract their 
stakeholders, but focused on transparen-
cy, quality and information traceability. In 
other words, the goal is not to produce 
just one more report, but to create a data 
exchange cycle comprised by material in-
formation that is evidenced by the com-
panies and that shows how the indicators 
reported on were managed. 

80% of the full value of a company is es-
timated to result from intangible assets, 
such as reputation, image, brand recog-
nition, relationships, customer loyalty, 
innovation capacity, transparency and 
corporate governance, brands and pat-

ents and policies. Intangibles valuation 
methodologies are further addressed in 
chapter 5. Having said that, the objective 
in ESG analysis is to show how environ-
mental, social and governance aspects 
protect and add value to the business. 
However, from the investor’s point of 
view, the information presented in re-
ports seems ambiguous and quite mar-
keting-oriented. It is necessary to give up 
the idea that reporting negative informa-
tion is inappropriate. It is more than ap-
propriate, for it provides the information 
with more reliability. The investor should 
learn more about how value creation oc-
curs. The examples in figures 9 and 10 
show how the information can be more 
specific to meet this need. 

 

Figure 9. Excerpts from sustainability reports

Among the innovations promoted at the construction 
sites is the use of a solar power plant to heat the 
water used at the employee locker room. The system, 
innovative in the sector also because the equipment 

IS THERE AN ECONOMIC GAIN?HOW MUCH WAS SAVED IN 
FINANCIAL TERMS?

HOW MUCH IS THE EQUIPMENT 
RENTAL? HOW MUCH WOULD IT 

BE TO BUY IT?

was rented, enables significant environmental gains, 
since it contributes to a reduction of greenhouse 
gas emissions compared to gas or electric showers. 
The plant is scaled to serve 200 workers per day, 
generating a potential energy savings of 2,994 kWh/
month. [GRI EN6]

Source: Lead
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The main concept is based on the in-
teraction of information, which enables 
companies to make a more comprehen-
sive analysis of their vision, mission and 
values. In addition, it provides them with 
mechanisms so that they make projec-
tions of the business, aligning strategic 
objectives with assertive actions that al-
low their achievement in the short, medi-
um and long terms.

Such interaction can be presented 
through integrated reporting capitals, as 
shown in figure 11. The age of knowledge 
and services changes value vectors; 
physical and financial assets start being 
leveraged by other assets. 

The great challenge is that some current 
processes are intangible and should start 
to be measured in order to measure flow of 
capitals. For example, when training takes 
place, there is an increase in intellectual 
capital and a reduction in financial capital. 
In this way, situations that are contradicto-
ry when compared could be avoided, such 
as: presentation of excellent social proj-
ects in the annual report and the lack of a 
satisfactory relationship policy concerning 
the surrounding community, confirmed by 
the significant amount of complaints filed 
with the ombudsman that impact on the 
company’s reputation – social and rela-
tionship capital.

Figure 10. Excerpts from sustainability reports 

SUSTAINABILITY INVESTMENT MATRIX Unit 2011 2012 2013

Socio-environmental projects and programs

R$MM

8.2 9.2 17.3

Promoting dialog channels 2.0 1.5 2.4

Education and training 21.3 19.1 14.4

Research into sustainable technologies 0.4 0.6 1.2

Management expenditures 32.6 37.6 60.0

Certifications 0.1 0.2 0.1

Clean technologies 0.6 0.1 23.9

Wastewater treatment and solid waste disposal 5.7 5.0 8.5

Total 70.9 73.2 127.7

HOW MUCH DO CLEAN 
TECHNOLOGIES SAVE? HOW 
FAR DOES THIS TECHNOLOGY 
REACH CONSIDERING 
OTHER PRODUCTS OF THE 
COMPANY?

HOW MUCH WAS THE 
COST REDUCTION 
AND REUSE OF WASTE 
GENERATED?

Source: Lead
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Still regarding the connectivity of infor-
mation, companies should do an exercise 
to associate social programs, sustainabil-
ity and management with their business 
model and organizational vision. Compa-
nies need to select the subjects that will 
create interest and that enable effective 
verification of the company management, 
for investors want to know if the strategy 
developed by the company is being fol-
lowed, if strategic objectives are being 
accomplished and if the message from 
the CEO is being translated into figures. 

What is clear is the need to continually 
improve business reporting. Converging 
the G4 Guidelines and integrated report-
ing is a road of no return and this will be 
the great challenge. It is worth noting the 
need for a higher level of integration and 
involvement of Boards of Directors, be-
sides a communication strategy that in-
corporates investors and their agendas, 
ensuring reports with material contents.

Figure 11. Organizing the capitals 

Which are the items assessed in the integrated report and what do they integrate?

FINANCIAL
Investments, debts and 
capital for use in the 
production of goods or 
the provision of services

MANUFACTURED
Physical objects, like 
buildings, equipment 

and infrastructure

HUMAN
People’s competencies 

and capabilities

SOCIAL AND 
RELATIONSHIP

Relationships between the 
organization, the community 

and other stakeholders 

INTELLECTUAL
Organizational, 
knowledge-based 
intangibles (which 
cannot be recorded)

NATURAL
All renewable and  
non-renewable 
environmental resources

NATURAL

SOCIAL AND 
RELATIONSHIP

INTELLECTUAL             HUMAN

MANUFACTURED

FINANCIAL
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The deterioration of natural resources has created the need to 
interact two worlds that rarely meet: finance and sustainabili-
ty. With the increasing accession to the SRI concept, the chal-
lenge is to incorporate ESG issues into valuation and identify 
how sustainability aspects can impact on the market value of 
companies. In this sense, synergy is possible between the fields 
of finance and sustainability, since the latter seeks innovation 
and competitiveness in the long run, crucial factors for any fi-
nancial analyst. 

The objective of this meeting was to learn the current situa-
tion of responsible investments in Brazil and in the world and 
understand the available financial methods of business valua-
tion. The meeting addressed how to incorporate sustainability 
issues like water, energy and GHG emissions, which are import-
ant value drivers, into the valuation of companies so as to allow 
a proper comparison between companies. 

THE STEP-BY-STEP TO OVERCOMING INERTIA   
•  Take the initiative and act to search for metrics and valuate; 

don’t wait for the perfect method.

The greatest challenges to incorporate sustainability issues 
into business valuation are selecting the methods and indica-
tors that best suit the objectives, as well as selecting the best 
way to introduce them into the analysis. Like any innovation 
process, it requires initiative to search for new metrics and in-
terpret results, enabling the incorporation of non-financial fac-
tors into valuation.

Several methods are largely used and diffused in finance for 
the valuation of companies, and they may produce different 
results even if applied for the same company and in the same 
context.  Each one has its relevance for meeting a specific per-
spective, which makes these methods complementary. 

The Book Value and the Market Value, for example, show the 
current situation of the company, representing the accounting 
records and the value of shares in the stock market, respec-
tively, and returning different results. The most commonly used 
method, according to Professor Celso Lemme, is the Econom-
ic Value, which aims to analyze beyond the records, making a 
projection of performance and trying to translate this expecta-
tion into figures. From this method, one of the main business 
comparison methods is applied: the Discounted Cash Flow.
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This shows that the lack of an accu-
rate method to include non-financial 
aspects cannot be used as a barrier to 
the inclusion of ESG issues in valuation. 
On the contrary, the method that best 
suits the reality analyzed should be 
applied, and improvement should be 
sought over time. 

In order to be successful in this process, 
it is also necessary to map the sources 
of information inside and outside the 
organization. In this sense, identifying 
the main stakeholders and their expec-
tations about the company is key to 
streamlining the selection of the most 
material indicators to be incorporated 
into the analysis.

•  Too much information may be a trap. Be 
focused and simple.

The selection of issues to be measured 
is an important part of the process, for it 
allows an analysis focused on the themes 
that most impact on the company and/or 
the sector in question. There is no need to 
address all aspects to make an effective 
assessment of ESG issues; focus should be 
placed on those that are most material to 
business continuity. This process, known 
as materiality, was discussed in chapter 2.

In the steel works sector, for example, the 
issues related to water, energy, materials 
and environmental sanctions are consid-
ered material both from the sustainability 
point of view and for the continuity of op-
erations. The risk pricing method present-
ed by SITAWI Finanças do Bem for the 

analysis of various sectors used water pric-
ing, reuse of scrap and obsolescence of in-
dustrial units to include the issues raised in 
the valuation of the steel works sector. Re-
sults showed negative impacts between 
R$223 mi and R$659 mi, depending on 
the company. This difference between the 
biggest and the smallest impact varies sig-
nificantly, from very distinct amounts, as in 
the case of the steel works sector, to very 
close amounts, as in the case of real estate 
management, which ranged from R$214 
mi to R$240 mi in negative impacts.

• The analysis depends on the objective.

Clearly setting the objectives of the analy-
sis is another important step and drives the 
themes that will be measured and shown. 
Once the material issues are defined, the 
next step is the selection of financial indi-
cators that will allow the incorporation of 
impacts into the valuation. 

An effective  
assessment of ESG 
issues should focus 

on those aspects that 
are most material to 
business continuity
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Knowing how to select these indica-
tors according to the objectives of the 
analysis requires differentiation between 
core and support activities and allows a 
better understanding of the issues that 
have a direct financial impact. In this 
way, clearly segregating one-off actions 
from those linked to the business model 
becomes possible. While the former are 
typically philanthropic, returning to soci-
ety in the form of sustainability actions, 
the latter seek business opportunities in 
social problems, returning value to the 
company and society7.

But how to include, in practice, the influ-
ence of sustainability issues in the busi-
ness value?

DIFFERENT APPROACHES TO 
INTEGRATION OF ESG ISSUES
Among the most widely known methods 
for the incorporation of ESG issues in the 
selection of Responsible Investments, the 
most prominent are those that use screen-
ings – negative or positive – engagement, 
integrated impact investing, quantitative 
or fundamental equity.

The negative screenings may adopt a sec-
toral approach, excluding companies that 
integrate a certain sector (arms and tobac-
co, for example). Such practice is adopted 
in international institutions, like IFC and 
Rabobank, which have clear guidelines for 
adjustment to investment. In addition, it is 
also possible to act based on standards 
(OECD, ILO and UN, for example), rating 
or even eliminating certain companies 
according to their compliance. In the SRI 

approach, there is also the positive screen-
ing, with the selection of sectors, projects 
or companies for investments based on 
their sustainability performance. 

The impact investment is another ap-
proach that has been increasingly used 
and consists of directing funds to activi-
ties focused on promoting social and en-
vironmental returns combined with finan-
cial return. This type of investment allows 
a positive impact on a level that philan-
thropic activities usually do not reach. Mi-
crofinance and clean technology are two 
common examples in the last decades. 

Shareholder participation is also very im-
portant, being engagement and stew-
ardship the two most outstanding forms 
of performance for incorporation of ESG 
issues into business management. Both 
are based on the strong power of influ-
ence that shareholders have, being able 
to direct invested funds to projects with 
positive sustainability impact, monitoring 
indicators of non-financial aspects.

Finally, quantitative or fundamental equi-
ty integration consists of inserting models 
of ESG issues analyses in financial perfor-
mance assessment. This should be a trans-
parent and traceable process so that the 
investor will know the influence of these 
aspects in the business value. 

A study carried out by GSIA8 in 2012 
showed that integration of ESG criteria, 
negative screenings, shareholder engage-
ment and stewardship represent over 80% 
of SRI approaches.

7. Source: PORTER and KRAMER, HBR – The Big Idea, 2011.
8. GSIA ‘Global Sustainable Investment Review’ (2012).
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The experience shared by Fundação 
Real Grandeza, for example, shows an 
individual initiative of using sectoral neg-
ative screening and quantitative ESG 
integration. Besides eliminating compa-
nies that show indications of child and/
or slave labor or that belong to the sec-
tors of arms, alcoholic drinks, tobacco, 
gambling or pornography, for example, 
a questionnaire assessing their commit-
ment to ESG issues is also applied. 

The structure of this questionnaire maps 
from supplier relations and production 
process to more specific social and en-
vironmental issues, besides transparen-
cy. Depending on the score reached, the 
company may even be excluded from 
the analysis. 

NON-FINANCIAL SOURCES  
OF INFORMATION 
Given the challenges faced, an integrat-
ed effort of several actors is necessary in 
order to achieve evolution in the meth-
ods to incorporate ESG issues into val-
uation. Besides, leadership and trans-
parency are important in this process. A 
good example of it is the result of the 
research carried out by ACCA [Associa-
tion of Chartered Certified Accountants] 
in partnership with Eurosif [European 
Sustainable Investment Forum] showing 
that reference to public accountability 
documents is the main source of non-fi-
nancial information, as shown in the fig-
ure 13 chart.

Source: Global Sustainable Investment Review, 2012. Presented by SITAWI 
Finanças do Bem.

Source: What do investors expect from non-financial reporting?, ACCA 
and Eurosif, 2013. Presented by SITAWI Finanças do Bem.

Figure 12. Responsible Investment  
by Approach – Globally

26.4%

20.1%

13.0%

4.3%

35.4%

Integration

Corporate  
engagement and  
shareholder action

Norms-based 
screening

Positive/ 
best-in-class 
screening

Negative/
exclusionary 

screening

0.4%
Sustainability 

themed investing

0.4%
Impact/ 

Community 
investing

Figure 13. Main sources of information of  
non-financial aspects for analysts and investors. 

0%

Essential High Moderate Little

100%90%80%70%60%50%40%30%20%10%

CSR/ 
sustainability report

Quarterly/intermedi-
ate reports

Financial data 
providers

Regulations

NOGs/associations

ESG rating agencies

Company website

Annual report



43

The survey conducted with 94 analysts 
and investors from 18 different countries 
also showed that 92% of them frequent-
ly use non-financial information in their 
analyses. Although 89% of respondents 
refer to the sustainability report as a very 
important source of information, 78% of 
them consider the level of transparency 
and information available still inadequate. 

From this finding, one can realize the im-
portance of having accountability with 
clear and defined goals, focused only on 
the sustainability issues most relevant to 
the company’s context and with a clearly 
established financial impact. 

INTEGRATED VALUATION
Stronger since 2006 due to the PRI 
initiative, Responsible Investment has 
grown in importance and representa-
tiveness in Brazil. The application of 
associated financial methods of valua-
tion seeking the integration of ESG cri-
teria for investment analysis is crucial 
to overcoming the current challenges 
faced and improving the process. 

The purpose of the analysis should be 
defined and the most material issues 
should be prioritized according to the 
context of the market in which the com-
pany operates. After that, it is possible 
to select the financial indicators that 
better translate the ESG issues into fig-
ures, mapping the key stakeholders that 
should be engaged and the potential 
sources of information.

Once these steps are completed, a set of 
information is available to make an inte-
grated valuation of companies, associ-
ating sheer economic-financial aspects 
with sustainability and governance ones. 
This information is of great value to inves-
tors, who can quantify, even if not so ac-
curately, the externalities of the business, 
mitigating medium- and long-term risks.
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Aimed at promoting the dialogue between companies and inves-
tors, Itaú, Cemig and Braskem made presentations about their 
companies and their results, including aspects of the integrat-
ed reporting approach and five investors made questions to the 
companies’ representatives. 

The exercise allowed looking into the differences between “what 
companies want to say” and “what investors want to know” and, 
from there, identifying opportunities for improvements as well as 
hindrances to effective communication with the market consider-
ing aspects of the integrated reporting.  

COMPANIES’ APPROACH  
The companies’ presentations lasted around 15 minutes each, 
which already meant an exercise in selecting relevant or mate-
rial issues for that target public. Itaú Unibanco made the first 
presentation providing information about the institution’s pro-
file and its performance – both global and in Brazil – as well as 
its initiatives to establish continuous dialogue with its major 
stakeholders: clients, employees, investors and society. 

Management indicators were also presented to show this di-
alogue progress. Among them, the financial education pro-
gram, which trained the bank’s managers in advising clients 
on the theme; the customer satisfaction surveys, which show 
continuous improvement along the past three years; and the 
principles for sustainability risk and opportunity assessment in 
investment analysis. 

After presenting the main relationship management practic-
es and the sustainability principles adopted by the bank on 
its daily operations, Itaú Unibanco presented its sustainability 
governance structure. In this way, the bank showed how it inte-
grates sustainability into the top management agenda and its 
strategy to business sustainability and growth. 
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Finally, the company presented the 
market guidelines and commitments 
it follows (CDP, ISE, DJSI, ICO2, IIRC, 
PRI, GRI, etc.) and how, as a result of its 
stance and sustainability management, 
it has acquired national and internation-
al recognition regarding its commitment 
to sustainable performance and busi-
ness health and prospects. In addition, 
Itaú Unibanco highlighted its pioneering 
effort to publish an integrated report9  
and a consolidated annual report10, inte-
grating the GRI indicators to the other 
legal requirements a public company is 
subject to. 

CEMIG, the second company to make a 
presentation, praised the opportunity to 
speak about sustainability with investors 
within BM&FBOVESPA, a sign that the 
dialogue on how this theme has become 
integrated into investment decision and 
risk assessment has moved forward. 
It showed CEMIG’s track record in sus-
tainability management and reporting, 
from internal monitoring of information 
and the first report published in 2006 
to the GRI G311 report. Along this path, 
the company has faced, mainly last year, 
the great challenge of consolidating its 
strategic planning – as well as informa-
tion on management approach, short-, 
medium- and long-term opportunities 
and risks – and relate them to relevant 
sustainability themes. 

In addition, CEMIG’s presentation de-
scribed two projects – Occupational 
Health & Safety and Biodiversity Conser-
vation (Peixe Vivo – Live Fish Program) 
– and how the development of these 
projects aimed at improving its perfor-
mance and opportunities as well as mit-
igating risks. Taking care of fish resulted 
in avoiding power outages and potential 
environmental fines. 

The company concluded it realizes in-
vestors are increasingly seeking sustain-
able companies, and CEMIG’s strategy 
to relate with this public is to increase 
transparency by participating in different 
sustainability-related market initiatives, 
such as ISE, DJSI, CDP, Oekom Research, 
Sustainalytics, and Vigeo Rating. 

CEMIG also made a protest to all inves-
tors present by telling their main chal-
lenge: although GRI and IIRC advise 
companies to make their reports in-
creasingly concise, focused on material 
topics, investors’ demands are different 
from those of other stakeholders and, 
according to the company, they are not 
being streamlined over time, but rather 
requiring more and more information. 
For instance, DJSI’s number of ques-
tions increased by 50% in the past three 
years and ISE’s questionnaire has over 
500 questions. 

9. www.itau.com.br/_arquivosestaticos/RAO/PDF/PT/Itau-relato-integrado-port.pdf
10. www.itau.com.br/relatorio-anual
11. www.cemig.com.br/pt-br/relatorio_anual/Documents/relatorio/index.html
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How to find the optimum point between 
conciseness and relevance, and trans-
parency about what the investor is will-
ing to know, was one of the key points 
of the discussion with investors, whose 
main questions are transcribed in item 
Key points of the discussion between in-
vestors and companies. 

Closing the companies’ presentations, 
Braskem brought a short profile about 
the company and the Brazilian petro-
chemical sector and its strategic guide-
line: growth in Brazil, global expansion 
and sustainable chemistry. 

In order to achieve this goal, the company 
considers innovation as key to its sustain-
able development. Currently, around 20% 
of its resin revenue derives from products 
launched in the last three years. Inno-
vation also enables Braskem to identify 
opportunities and create products with 
better environmental performance, which 
is good both to meet this increasing de-
mand from customers and to minimize 
the risk the company faces by diversify-
ing its source of raw materials. One exam-
ple is the green plastic, made from sugar-
cane – a renewable resource – instead of 
petroleum. In this sense, Braskem showed 
an increase in demand for products with 
good environmental practices and said 
that, although these products are more 
expensive and have higher production 
costs, they have shown increasingly  
good results. 

Braskem also presented its governance 
structure aimed at sustainable develop-
ment, such as its compliance with BM&F-
BOVESPA’s good governance practices 
Level 1, the tag along right to all its share-
holders and its Code of Ethics. 

Finally, CSR initiatives were present-
ed, such as the Fábrica de Florestas 
(Forest Plant) Project, for production  
and planting of seedlings, and the con-
scious consumption project aimed at ex-
ternal stakeholders. 

KEY POINTS OF THE  
DISCUSSION BETWEEN  
INVESTORS AND COMPANIES 
Investors made different questions about 
the sectors of the companies that made 
presentations and their performance re-
garding key sustainability themes that 
may pose risks to their business. 

Since this white paper is aimed at help-
ing companies to better understand in-
vestors’ demands, we present below the 
main questions made as well as valuable 
tips so companies can advance in the 
promotion of an effective integration of 
aspects related to sustainability in their 
strategy and management of financial 
risks to their business. 



48

1 – When reporting projects developed 
by your company to offer products or 
services with better sustainability per-
formance, it is also important to report a 
“strategic” profile of the financial support 
to the project. In other words, highlight, 
for instance, the investments required 
and the term for reaching breakeven 
(that is, when a new product’s revenue 
will match the amount invested for its de-
velopment and start bringing a return on 
investment). This type of information is 
relevant for stakeholders so they can de-
cide, as they do when analyzing other as-
pects of the company, the risks involved 
and potential return of ongoing projects. 

2 – Reporting on the development of the 
value chain of a product or service with 
this approach is also important to inves-
tors. The company may be investing and 
betting on the development of a product 
with sustainable features (e.g. renewable 
raw materials, less emissions, etc.), but 
its value chain (suppliers during produc-
tion or consumers during the use of a 
product or service) may not necessarily 
be sharing the same objectives or even 
reaching the proposed benefits.

3 – Information about regulatory trends, 
potential hindrances or factors that may 
hamper the company’s performance in 
the near future due to sustainability as-
pects (emissions, use of ‘dirty’ raw materi-
als, climate change, etc.) are also of great 
interest to investors, since they are direct-
ly related to business risks. Investment 
analysts will seek this information and 
usually find plenty of them in the 20-F 
risk management chapters, for instance. 

Presenting them in the integrated report 
will strengthen the company’s credibility 
by showing transparency and how it de-
velops its management to mitigate these 
risks, besides facilitating investors’ access 
to information. 

4 – Tangibilization/valuation of opportu-
nities arising from improved sustainabil-
ity management  or of risks mitigated 
by these factors is also key to investors’ 
analyses. Usually, investment analysts 
assess commitments, initiatives and sus-
tainability projects, and use their own 
metrics based on the potential risk or 
opportunity of the assessed asset to val-
uate it. Having a perception of the com-
pany, by presenting its own valued infor-
mation of projects is important to guide 
investors on the added value meant to 
be shown. In a word: measure! 

5 – The challenge of making more objec-
tive, shorter reports versus the need for 
increasingly more and more specific in-
formation aimed at different stakehold-
ers should be dealt with by considering 
all different relationship and communi-
cation channels companies already have 
with their stakeholders. In other words, 
sustainability portals and newsletters, 
among other publications, should be 
taken into account on daily transparen-
cy to avoid overloading the report, and 
connectivity of this information network 
should be promoted. 

According to Raquel 
Costa, from HSBC, the 
20-F Form presents 
the risks in a very com-
prehensive manner, 
but lacks mitigation 
actions, which in turn 
are clearer and better 
detailed in the report. 
“Improving connectiv-
ity between risk man-
agement information 
in both documents 
is very important to 
provide a clearer and 
more objective view”, 
she says. 

Christopher Wells 
provokes, “The finan-
cial importance of 
sustainability initia-
tives should   be mea-
sured. Reports show 
many descriptions of 
initiatives and little re-
lation to their impacts 
or value generation”. 
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The first edition of the International <IR> Framework was launched 
in December 2013; therefore, there are few examples so far of com-
panies that publish reports aligned with this tool. Aimed at expedit-
ing learning and providing practical examples of how to apply the 
IIRC guidelines, the fifth meeting brought presentations of reports 
worldwide on five of the eight content elements of the framework. 

Next, methodologies for intangible assets valuation were dis-
cussed. Since Puma launched its Environmental Profit and Loss 
Accounts (EP&L) in 2010, companies have been discussing how to 
use valuation tools to help connect sustainability issues with finan-
cial performance. Two methodologies were studied in this meeting, 
Intangible Asset Management (IAM), developed by Stern Stewart, 
and PUMA’s EP&L. 

PRESENTATION OF BEST 
PRACTICES – INTEGRATED REPORT 
Best practices are key when looking into and deciding about 
the ways to report <IR> Framework Content Elements. In this 
context, Rever Consulting compiled several benchmarking ex-
amples and the best practices that can serve as inspiration to 
the companies that are pursing integrated thought. The follow-
ing pages will present these examples for each of the five <IR> 
Content Elements: 

1) Organizational overview;
2) Outlook;
3) Business model;
4) Risks and opportunities; and
5) Performance.
 
Adopting the content elements of the integrated report, such 
as organizational overview, business model and connectivity 
among social, environmental and economic performance indi-
cators in the communication with different stakeholders is an 
important step companies are taking towards integration. It 
is challenging to establish a dialogue between different areas 
within the organization in order to achieve greater alignment 
between finance and sustainability processes. Therefore, inte-
grated reporting is basically a consequence of integrating the 
company’s thought and management. 
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Figure 14. Example of Vodacom

Source: Presented by Rever Consulting

As for the external environment, the or-
ganization should present the main fea-
tures and trends of the market where it 
operates. Regarding products and ser-
vices, the challenge is showing the value 
created, shared and its meaning to so-
ciety. For instance, how regulatory and 
economic environments, price, availabili-
ty, impacts, scarcity or the external con-
text can impact on the business and the 

organization’s response to these matters. 
Market forces, competition, environmental 
challenges and potential regulations are im-
portant factors the company should take 
into account when reporting the external 
environment. Nevertheless, there is some 
concern that when addressing themes re-
lated to the external environment, the com-
pany might be exposing weaknesses and 
risks. Anyway, investors need (and want) to 

Organizational overview:
internal and external environments:
As far as the internal environment is 
concerned, the organization should 
present its mission, vision, values and 
relationship with the business. Exam-
ples of good ways to present the inter-
nal environment:

•  Vodacom: clear, interactive and connected 
infographics. Easy to understand informa-
tion according to figure 1412. 

•  Natura: from the start, already states con-
cepts and value proposal. 

•  Entergy: company’s indicators geographi-
cally presented. 

12.  vodacom.onlinereport.co.za/vodacom_ir_2014/wp-content/themes/vodacom/downloads/Who_
we_are_Vodacom_IR_2014.pdf

What we live for

Our 
Strategies

Connecting you, 
creating possibilities, 

changing lives

Best network,
best value,

best service

Speed, simplicity 
and trust

Our Purpose

Our Way Our Vision

We’re focusing on making our 
vision real, speci�cally through our 

brand promise of best network, 
best value and best service, 

and everything that goes into 
keeping our promise.

This is everything we need 
to do boiled down to �ve 

simple strategies.

Where we are going

Why we exist

What we need to do

How we need to do it Our reason to get up in the 
morning: knowing that what we 
do has the potential to change 

things for the better, and that we 
have the opportunity to do things 

better every single day
 by innovating.

The Vodacom Way is the 
antidote to bureaucracy. If 

something fails this test, we 
�nd another solution.

Deliver the 
best customer 

experience.

Grow data, 
enterprise, new 

services and grow 
internationally.

Make our 
processes and 

businesses more 
e�cient.

Build a diverse 
and talented 

team.

Transform 
society and build 

stakeholder 
trust.

  

reinvest in our business, and ensures we can continue to 
create value for all our stakeholders. 

Pg 16  |  for the value we’ve created.

Our business model, which encompasses mobile and �xed 
network services, contributes to this virtuous cycle, and 
depends on ongoing investment in the assets that enable us 
to deliver value to our customers, sustain our revenues and 
maximise our pro�ts. This provides the capital we need to 

ICT penetration drives economic growth, which creates employment, which in turn drives growth. 

How we do business

Our distribution

We reach our customers and deliver our services 
to them through our distribution channels. 

We build and maintain mutually bene�cial, 
longstanding relationships based on ethical 
business principles, with wholesale 
distributors, retailers and franchise store 

business partners. We also have a growing 
presence in the online space. Expanding our 

distribution reach also gives us the opportunity to 
develop entrepreneurial businesses, by setting up container 
shops and informal traders that resell airtime.

Our network

Key to our customer strategy is to di�erentiate 
through investing in our networks. We strive to 

build and maintain high-quality networks in 
all our operations, as the foundation for 
reliable voice and data services. Delivering 
modern networks requires that we keep up 

with advances in technology. As we evolve
our services, all of which depend on spectrum, 

we engage with governments to acquire the right 
spectrum at the right price.

Our people

We serve a diverse base of customers, in terms of 
race, gender, age, religion, and how they think. 

We have to make sure our employees are as 
diverse, which allows them to understand 
and empathise with our customers, and 
meet their needs. Diversity is also important 

to our employees and to the governments in 
the countries in which we operate, making it a 

critical factor in sustaining our business model. 
Attracting and keeping the best people, and putting them in the 
right positions, is as fundamental and involves a wide range of 
interventions, including training and talent management.

Our parent relationship

As part of the Vodafone Group, we have access to 
best practices around the world. This includes 

technology research and development, 
device exclusivity and global procurement 
bene�ts. Having access to one of the world’s 
largest telecommunications brands gives us 

the scale and expertise to grow our business 
sustainably.

Shareholder return

Net pro�t

Revenue

Customer

Assets

Reinvesting in the 
business

Over 57.5 million customers in our operations on the continent use our 
voice, messaging, data and converged services. We serve individual and 
enterprise customers, which include large corporates, small and medium 
enterprises and public entities.

By consistently investing in our networks over the years we have reached a 
big portion of the populations in the countries in which we operate. It has also 
enabled us to lower the cost of communicating.

Outcomes 
Connecting people and enabling 
businesses are the main outcomes 
of the services we o�er. 
Communication improves quality 
of life, enables e�ciency, connects 
supply and demand, and supports 
the sharing of information and 
data, which enables e�ective 
decision-making.

We enable business not only by 
facilitating the exchange of data 
and information, but also by 
making it easier to transact through 
mobile �nancial services. This is 
bridging the gap between �nancial 
services providers and those 
sectors of society that remain 
underserved and unbanked. 

Research has shown a direct 
correlation between the
provision of Information and 
Communications Technology (‘ICT’) 
services and economic growth. 
With increased penetration of
ICT, economies grow and 
employment is created, which 
increases economic capacity and 
spending power, which supports 
further growth.

Capex Rm Intensity %

2014 10 779 14.2

5.31654 93102

9.21266 82102

We generate revenue by providing communications services over our mobile
and �xed line networks. Our services include voice, messaging, data and, more 
recently, enterprise, content and mobile �nancial services.

R35 976 million Voice revenue
R5 310 million Interconnect revenue
R3 290 million Messaging revenue

R13 266 million Data revenue
R4 205 million Other services revenue

Service
revenue
R62 047

Mobile prepaid customers: 

Mobile postpaid customers: 

thousand

thousand

Our dividend policy is to return ordinary dividends to shareholders of at least p yy

of headline 
earnings per share.

We need to make sure we convert revenue 
into pro�t to the extent that our business, and 
the value we create for all our stakeholders, 
remains sustainable. Our ongoing investment 
in our assets and in our business processes 
enables us to contain costs and optimise 
pro�tability in an environment of lower pricing 
and higher in�ationary cost pressures.

Headline earnings
per share 

896
cents

2.8% 
growth

Who we are

What we live for How we do business
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have this perception of the risk assess-
ment and get to know what the compa-
ny has been doing to mitigate them. The 
integrated report background is a dis-
tinguishing element in decision-making. 
Examples of good ways to present the 
external environment:    

•  Vodacom: It outstands in graphic pre-
sentation. It informs about the market, 
the services context and geography and 
shows a logical reasoning about the sec-
tor that goes beyond the organization. 
This scope may vary, being local, region-
al or global, depending on the effects re-
ported on (for instance, climate change 
has global reach).  

• Tractbel: There is a counterpoint, but it 
does not make use of graphs, which hin-
ders understanding. The report presents 
issues about the sector, regulation, but 
the way to present them is less efficient 
to provide information to the reader. 
• Eni: It highlights market, industry and 
sector challenges; its performance indi-
cators, strategies to seize opportunities 
and goals. It integrates vision and exter-
nal context, naming challenges and men-
tioning what has been done to face them 
and respective goals. There is a logical 
and well connected vision between chal-
lenges and context and the commit-
ments made13.

Figure 15. Example of Eni

Source: Presented by Rever Consulting

13. examples.theiirc.org/fragment/224
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Outlook and vision of the future
Bearing in mind the future – both medi-
um- and long-term – is paramount for 
an integrated report. Therefore, answers 
should be found for questions such as 
“what challenges are there, what can be 
foreseen, what are the uncertainties, how 
is the company positioning itself, how 
is this going to impact on the business 
model and the future of operations?” 

This is something that deserves special 
attention, but most companies feel un-
comfortable to disclose such informa-
tion, mainly because of the competition. 

Figure 16. Example of ARM

Examples:

•  Vodafone: Reports how the sector is do-
ing at present and how it will be in the 
future; the company reaches beyond its 
boundaries, gives an outlook and trends 
of the sector and shows how that can 
affect its performance, current context 
and vision of future. 

•  ARM: Presents the current market, the mar-
ket vision of the future and risks. This type 
of information is what companies often fear 
to disclose; however, the risks can become 
opportunities and investors are willing to 
see this – the company’s elements, a criti-
cal analysis. For instance, informing that the 
market and sector are uncooperative and 
not united, as shown in figure 1614.

Source: Presented by Rever Consulting

14. ir.arm.com/phoenix.zhtml?c=19721 1&p=irol-reportsannual (2013)

ARM Holdings plc
Strategic Report 2013

OUR MaRKetPlaCe

WHeRe tHe MaRKet iS nOW

14

The semiconductor industry develops chips that efficiently 
manage all of the world’s electronic devices. PCs, mobile phones 
and even modern washing machines have some form of chip 
providing their intelligence. Each generation of chip is typically 
smarter than its predecessor, enabling more capable and more 
efficient consumer and embedded products.

Overview of a semiconductor
Semiconductors, or silicon chips, are the 
electronic controllers that manage many of  
the digital devices that we use every day. 
Computers, mobile phones, televisions, 
washing machines and cars can all contain 
many silicon chips. Also, many enterprise and 
industrial applications are made smarter and 
more efficient by silicon chips, from sensors 
to servers. 

In 2013, approximately 700 billion silicon 
chips were manufactured. Of these 
roughly 30 billion contained a processor. 
The processor is the brain of the chip, and 
controls not just the operation of the chip, 
but also the operation of the product that 
chip goes into. ARM processor designs were 
in over 10 billion chips, a 35% market share. 
The remaining market share mainly consists 
of our customers’ own processor designs. 
ARM gains share when our customers 
outsource their processor design to us.

Disaggregated industry
The semiconductor industry has disaggregated 
into specialist companies that focus on each 
stage in the creation, design and manufacture 
of a silicon chip (see the diagram below). 
This allows each company to invest and 
innovate in an area where they can add the 
most expertise in the value chain.

Some companies specialise in designing 
the chip; other companies specialise in 
designing critical IP components within the 
design; others in building the tools needed 
to manufacture the chips; others in the chip 
fabrication; and others in developing software, 
such as operating systems and apps. All of  
these companies work closely together as  
a single ecosystem of partners. 

In 2013, there were over 1,000 companies 
in ARM’s Connected Community. 
ARM shares knowledge, experience and 
innovations with these companies, enabling 
greater collaboration.

Where aRM fits within the industry
ARM is the global leader in the design of  
semiconductor IP components that form 
some of the critical elements within System-
on-Chip designs. ARM is best known for its 
family of processor designs that are used in 
a range of applications from mobile phones 
to car braking systems. There are a handful 
of other IP component designers that 
mainly specialise in complementary areas. 
Their IP can often be found alongside an ARM 
processor in the same chip design.

ARM works closely with the semiconductor 
ecosystem to ensure that its technology 
works well with other companies’ products, 
that a silicon chip designer can quickly build a 
low-power and high-performance chip, and 
that an OEM can create complex programs 
using a combination of third-party and in-
house operating systems and applications. 
As silicon chip designs become more complex 
it is expected that the semiconductor industry 
will continue to license semiconductor IP. 
As the global leader, ARM is well-positioned 
to benefit from this trend.

100s of chip  
design companies

<10 IP  
specialists 

<10 Tools  
providers 

<10  
Fabricators 

<10  
Operating  
Systems 

1,000s of  
application developers 

1,000s  
of service  
providers 

1,000s  
of OEMs 

1,000,000,000s  
of consumers 

Our disaggregated industry 
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WHeRe tHe MaRKet iS HeaDinG

Mobile computing – connecting us to 
each other, and our data.
Mobile phones have been getting smarter and 
more capable. Smartphones have become 
the primary computer for increasing numbers 
of people; for sending emails, browsing the 
internet, and allowing us to engage with our 
friends on social networking sites. Meanwhile, 
PCs have been getting smaller and lighter, with 
a longer battery life and better connectivity. 
The mobile phone and PC markets are 
converging, enabling us to connect more 
easily to each other and to our personal and 
workplace data. This convergence is bringing 
new opportunities and threats to the industry.

The fastest growing markets are entry-level 
smartphones and tablets. These are forecast 
to grow at about a 20% CAGR over the 
next five years, as consumers in emerging 
economies buy their first smartphones. 
Although these are entry-level handsets, these 
devices can still contain multiple ARM-based 
chips, and the main applications processor 
will often have several ARM processors. 
An entry-level smartphone will typically 
generate four times the royalty revenue of a 
simple voice-only phone. The mid-range and 
premium markets will also grow, and in 2018 
it is estimated that the total mobile computing 
market will be more than 3 billion devices 
including smartphones, tablets and laptops. 

read more on page 32

* Footnote: Cisco Visual Networking Index May 2013

internet of things – connecting billions 
of smart sensors.
Advances in manufacturing technology are 
enabling the creation of new affordable smart 
sensors. These devices usually combine three 
main elements: 

 �One or more environmental sensors 
(temperature, pressure, motion).

 �A smart chip (microcontroller) to process 
the data gathered by the sensor.

 �A wireless radio to connect the smart 
sensor to the internet.

Data gathered from these sensors can then 
be collated anywhere in the world enabling 
remote monitoring of the sensors for such 
applications as:

 � Industrial automation: factory equipment 
in a region can be monitored from a 
head office.

 �Home automation: appliances in the home 
can be monitored and controlled by the 
home owner wherever they are.

Collectively these technologies are referred to 
as the Internet of Things. These smart sensors 
need to be very low-cost (the chips within 
them often cost less than $1) and they are 
expected to be deployed in very high volume.

read more on page 36

efficient networking – moving more 
data, without using more energy.
With mobile computing connecting us to each 
other, and increased machine-to-machine 
communications between smart sensors, 
it is forecast that mobile internet traffic will 
increase 12-fold between 2012 and 2017*. 
As IT and communications equipment is 
using an increasing proportion of the world’s 
energy, such an increase is not sustainable.

Network operators and data centre 
managers are now looking for lower power 
technology to better transport, distribute, 
analyse and store data across the internet. 
This is leading to increased levels of  
experimentation and innovation as companies 
manage the increased demand for data 
throughput, without having to increase the 
energy required.

ARM technology-based System-on-Chip 
designs are well placed to provide lower 
power options for enterprise applications, 
such as servers and networking equipment. 

read more on page 34

Trends within the semiconductor industry and its marketplace 
are bringing new opportunities and new competitive threats.

Our Vision Our Performance Our Commitment Our Financial Report
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Business model
Communicating the business model 
means a telling how the company uses 
resources, produces, generates out-
comes and creates value; how the orga-
nization uses different capitals as inputs, 
what its activities are, how it converts all 
this into products or services, what val-
ues are created, and its outcomes. What 
distinguishes the integrated report is 
getting to show how organizations cre-
ate value to the external environment 
by using resources and generating out-
comes; in other words, how they are tru-
ly creating value to society. 

There are business groups that congre-
gate companies from different sectors. 
Therefore, each company of a group 
should present its own business model 
and its niches, because they disclose dis-
tinct inputs and outcomes. The choice of 
how deep the presentation of a compa-
ny’s business model should be can be a 
simple and efficient step-by-step process. 

Examples:

•  EDF: The French electricity company 
shows how it operates and its business 
model through an interactive drawing 
of its operations which details each ac-
tivity at a click. Since it is an online con-
tent, the information is made available 
according to the reader’s interest.

•  Natura: It uses the zoom resource 
and shows the values created by pil-
lar – environmental, social, economic, 
relationships and infrastructure –, with 
specific indicators. 

•  Transnet: It uses a traditional format of 
business model, showing context, risks, 
opportunities and capitals. It also in-
cludes an inputs and outcomes flow for 
the company and society and a graph 
showing impacts of economic, environ-
mental and social outcomes15.

•  ENI: An infographics, segmented by 
capitals and for each type of capital 
there is a description of inputs, activ-
ities, value created for the company 
and value created for the stakeholders. 

•  Total: Simple and user-friendly model, 
that conveys information, data, flows 
and processes, including inputs, im-
pacts and value created. 

•  Coca-Cola: Even simpler model, but 
highly detailed. A beginner, taking its 
first steps in integrated reporting, can 
make it simpler and improve gradually, 
regardless of company size. 

 

<IR> differential 
is showing how 

organizations create 
value for the external 

environment by 
using resources and 

generating outcomes  

15. www.overendstudio.co.za/online_reports/transnet_ar2014/integrated/images/p9_pic1-lrg.gif
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Figure 17. Example of Transnet

Source: Presented by Rever Consulting

Risks and opportunities
It is vital that risks and opportunities be 
presented, both company-specific ones 
and those faced by the sector and the 
market.  Financial analysts make this 
risk analysis; therefore it is wise that the 
company makes its own and shows it 
is aware of its vulnerabilities, informing 
what has been done to mitigate risks and 
optimize opportunities.  

Examples:  

•  EDF: Presents negative impacts and, 
for each one, shows a company prac-
tice and case; in other words, an action 
aimed at the risk or opportunity relat-
ed to the impact. This is very efficient 
when making the report. 

•  Fresnillo: It is on the same path, de-
scribing impacts, presenting a risks 
and opportunities map and including 
strategies and approaches to mitigate 
them. In addition, it presents the key in-
dicators, as shown in figure 1816. 

•  Vodacom: Presents risks and their con-
text and shows mitigation factors in 
place to address them, such as com-
petitiveness, competition, political and 
external factors. It highlights strategies 
and approach for each risk element.  

•  Transnet: It is on the same path, pre-
senting risks and opportunities, but 
broken down by stakeholder group – 
for instance, risks and opportunities re-
lated to consumers.  

16. www.fresnilloplc.com/media/122000/fresnilloar13.pdf
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Figura 18. Exemplo da Fresnillo

Source: Presented by Rever Consulting

Performance
How is the company doing regarding its 
strategic objectives? Which of these ob-
jectives have already been met? If not 
met, how are they going to be met? In-
vestors want to know and understand, 

including future goals, through fig-
ures, data and financial quantification.   
The company may choose one or two 
indicators and start linking sustainability 
and financial indicators, for instance.  

2013 risk assessment
The annual risk assessment exercise across all our operations, advanced 
projects, exploration offices, support and corporate areas identified 
and evaluated 104 risks. This universe was narrowed down into major 
risks monitored by Executive Management and the Audit Committee, 
and then further refined into the principal risks monitored by Executive 
Management and the Board of Directors. 

A formal risk analysis was also conducted of our advanced projects, 
detailing the specific risks faced by each project according to the 
characteristics and conditions of each site. 

The most notable movement among our risk register was access to 
land, which increased substantially in 2013, both in Mexico and globally. 
Large mining projects have suffered major delays and even closure due 
to this risk. In Mexico specifically, demands from members of agrarian 
communities (ejidos) increased from the previous year; discontent with 
previous land negotiations has been exacerbated by influencers who may 
even disavow such agreements. The Board and the Executive Committee 
continue to follow this risk closely. 

Risk heat map 

The following risk heat map illustrates the relative 

and likelihood:

Risk

1.  Impact of global macroeconomic developments

2.   Access to land

3.  Security

4.  Potential actions by the government  
(e.g. taxes, more stringent regulations)

5.  Public perception against mining

6.  Projects (performance risk)

7.  Safety

8. Exploration

9.  Human resources

10.  Environmental incidents
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Our approach to managing risk is underpinned by our understanding of our  
current risk exposures, risk appetite and how our risks are changing over time.

Current Order 
(change from 
2012) Risk

Risk rating

Change Description of risk changeRisk appetite 2012 2013

1.  
(was 2)

 Impact of global 
macro-economic 
developments

High High Very 
high

Most industry and financial analysts who follow metal prices predict 
lower average silver and gold prices, with continued high volatility.  
The sharp fall in precious metal prices in 2013 has put the industry 
under more pressure than it has known for almost a decade.

2.  
(was 4)

Access to land Medium High Very 
high

Negotiations for land, in Mexico and globally, combined with an 
increase in land requirements, remain a challenge. Foreign mining 
companies in general, and Canadian ones in particular, have set  
certain precedents for future negotiations in their agreements with 
members of agrarian communities (ejidos). A number of ejidos have 
disavowed previous agreements, seeking to renegotiate agreed,  
upon terms and conditions; such actions are often driven by special 
interests. Their demands have increased significantly compared  
to previous years and this trend is expected to continue.

Our principal risks 

ygetarts dna ksiRnoitagitim/esnopser ksiRtxetnoc dna noitpircsed ksiR

1. Impact of global macroeconomic developments
There could be an adverse impact on our sales and 
profit, and potentially the economic viability of projects, 
from macroeconomic developments such as:

 – A decrease in gold and silver prices (primary driver of 
the risk); this was the case for silver and gold in 2013, 
with a decline of 27.3% and 16.3% correspondingly,  
in the annual average price over the previous year.

 – Continued volatility in gold and silver prices.

 – Adverse fluctuations in MXN/USD exchange rates  
or other foreign currencies.

 – General inflation in Mexico, which was 3.97% in 
Mexican pesos in 2013; the specific inflation affecting 
the Company was 7.34% in US dollar terms.

We continue to have full exposure to fluctuations in 
the prices of gold and silver and currently have no 
hedging in place in line with our investors’ mandate. 
For new major projects, the Company may consider 
undertaking some degree of hedging. The extent of 
risk appetite in this area will continue to be evaluated 
frequently to ensure on-going alignment with 
shareholders’ expectations.

We have hedging policies in place for foreign 
exchange movements, including currencies 
impacting equipment purchase commitments; 
in 2013, we entered into new hedging contracts 
for US$328.6 million and the closing position is 
US$232.7 million. See Note 30 in the Financial 
Statements page 198-199. 

Inflationary pressures: we engage suppliers in 
long-term contracts to maintain our position as a low-
cost producer and control the impact of the rising cost 
of our main inputs. See Suppliers page 26.

Link to strategy

1 Operate
2 Develop
3 Explore

Key risk indicators

 – Gross profit sensitivity to  
% change in metals price

 – EBITDA sensitivity to  

Our principal risks 
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Examples:

•  BT: Absenteeism due to illness X cost 
for the company made the connection 
between a social indicator and its fi-
nancial impact on the business.   

•  Hydro-Québec: It makes an assessment 
of the business model based on its val-
ue chain. It describes major actions by 
chain link and shows results of perfor-
mance indicators in each link.  

•  SAP: It connects financial and non-fi-
nancial performance through differ-
ent tabulations between social, envi-
ronmental and economic indicators.  

For instance, it makes the connection 
between renewable energy consump-
tion, emissions and the operating mar-
gin. Another example: How can em-
ployee retention impact on operating 
margin? It presents connections and 
correlations among them, not neces-
sarily in terms of figures and valuation17.  

•  Kingfisher: Highly graphic presentation 
brings a long-term milestones vision 
(2020 – 2050). It is a different level of 
integration, but it is a way of reporting.   

Figure 19. Example of SAP

Source: Presented by Rever Consulting

17. www.sapintegratedreport.com/2012/en/key-facts/connecting-financial-and-non-financial-performance.html

Key Facts
Connecting financial and non-financial performance

Environmental indicators* Our corporate objectives Economic indicators Social indicators

Renewable energy reflects the shares and types of electricity obtained from renewable sources such as hydro, wind, solar, and bio-
mass. It is directly attributable to the energy mix supplied to SAP and/or obtained through renewable energy certificates (RECs).

Renewable Energy >> Operating Margin: 
The purchase of renewable energy over conventional energy sources is often correlated with higher costs, and thus we expect 
a small negative impact on our operating margin when we augment our purchase of renewable energy.

Renewable Energy >> GHG Footprint: 
Increasing the percentage of renewable energy in our overall mix of energy sources directly translates into a lower GHG foot-
print, as we replace some of the energy generated by fossil fuels.
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VALUE OF SUSTAINABILITY 
– INTANGIBLE VALUATION MODEL
The “intangible world” is a critical path and 
there is a strong relationship with capital 
markets, financial market and investors. 
Depending on the economic segment in 
which a company operates, there will be 
lower or higher incidence of intangibles 
in its market value. According to studies 

carried out by DOM Strategy Partners, 
in companies of the Hygiene and Beau-
ty segment, intangibles represent 43% of 
their market value, whereas they account 
for 56% in Information Technology com-
panies, 69% in Internet, and 73% in Fash-
ion, as shown in the table of figure 20.     

INCIDENCE OF INTANGIBLE ASSETS IN  
DIFFERENT SECTORS %

Fashion 73
Research & Development 71

Third Sector 69

Internet 69

Consultancy & Professional Services 60

Education & Training 57

Information Technology 56

Telecom 46

Hygiene and Beauty 43

Health 42

Financial Services 41

Automotive 39

Non-Durable Goods 39

Aviation 38

Pharmaceutical 38

Retail 38

Electronics 36

Wholesale & Distribution 35

Insurance 33

Chemical 31

Textile 31

Energy 29

Paper & Pulp 29

Petrochemical 26

Steel works, Metallurgy and Mining 25

Source: DOM Strategy Partners research, base period Jun 2013 – Jun 2014.

Figure 20. Percentage of intangibles in a company’s total value
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•  Intangibles, which were once peripher-
al, have become mainstream 

There has been a split between accounting 
value and market value. This happens be-
cause intangible assets such as innovation, 
sustainability and human capital, for in-
stance, have a closer relation with the busi-
ness value than physical assets. Therefore, 
it is important to do the accounts, define 
and adopt metrics and ways to quantify 
the value of such intangibles. DOM Strate-
gy Partners and Stern Stewart suggest the 
adoption of Market Value Added (MVA). 
The MVA composition varies according to 

the weight and sector. There are four cate-
gories of intangible assets – long term sus-
tainable value:

- Intellectual capital – 37 assets 
- Relationship capital – 39 assets 
- Organizational capital – 54 assets  
-  Institutional capital – 32 assets (one of 

them is sustainability) 

Examples of intangible assets: innova-
tion, sustainability, relationship, talents, 
brands, knowledge, IT and internet. The 
eight most important are described in 
figure 21 below.  

CORPORATE  GOVERNANCE SUSTAINABILITY

Asset linked to the quality of corporate 
management and administration. Essential 

for public companies.

Models, guidelines and values of ‘how’ to 
carry out corporate activities following the 
Triple Bottom Line taking into account their 

direct and indirect impacts.

CORPORATE KNOWLEDGE INNOVATION

The whole of data and information – 
both tacit and explicit – structured and 

replicated in the form of knowledge and 
learning 

Main source of differentiation of companies 
and creation of new value in the medium 

and long term, both in processes and 
products/services

BRANDS INFORMATION TECHNOLOGY AND 
INTERNET

Core asset that congregates, represents 
and amplifies the perception of the other 

tangible and intangible assets of company, 
which directly impact on outcomes.

It reflects corporate positioning and the 
company’s value proposal to its stakehold-

ers and markets.

This asset enables the other ones; IT & In-
ternet are the framework, the infrastructure 
and capacity of the business model and its 

integration with other actors of its value 
chain.

TALENTS CLIENTS AND CONSUMERS

Key asset of the Intellectual Capital, Tal-
ents represent the fundamental source 
of generation of the remaining tangible 
(results) and intangible (value) assets.

In an increasingly competitive market, a 
solid clients and consumers portfolio is 

critical to sustain the corporate strategies, 
cash flow and future creation of value in 

perpetuity.

Figure 21. Top intangibles managed by companies

Source: DOM Strategy Partners 
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What matters is that intangible assets be 
perceived and valued by the stakeholders. 
Therefore, the company should commu-
nicate appropriately, protecting value and 
creating reputation and credibility.

•  To think about: what gives CEOs head-
aches nowadays? 

How to reconcile short term and long 
term, that is, financial and economic. Oth-
er two key words: shareholder and bud-
get. Shareholders are ‘schizophrenic’ – de-
manding perpetuity and profitability at 
the same time. However, optimization and 
maximization are two distinct mathemati-
cal functions. Budgets usually do not man-
age to achieve perpetuity and short-term 
profit simultaneously. 

Companies usually lack tools to help them 
make short term and long term compat-
ible. A study18 carried out by researchers 
at the Cranfield Center of Business Per-
formance found that the way the Balance 
Score Card (BSC) addresses intangibles 
is insufficient and does not translate the 
existing knowledge. This weakens the 
model, since the intangibles are extreme-
ly relevant for most of the business. For 
instance: innovation – an Apple’s intan-
gible – is little addressed in the BSC di-
mensions, or brand – in the case of Louis 
Vuitton – is not addressed appropriately 
by this tool either. 

The triple bottom line dimension is not 
enough either for this perception and 
CEOs want and need help to plan and take 
intangibles into account in the business 
strategy. Intangibles management is linked 
to strategy and long term, to creating and 
protecting value. 

Sustainability as a  
key competitive factor
Any theme lacking internal leadership will 
not have a budget. The incorporation of 
each issue within companies takes place 
in daily relations during coffee breaks or 
along hallways. ‘Brand’ is an intangible 
that has reached this status, and is al-
ready acknowledged as a value adding 
factor. Sustainability should be present in 
conversations and intentions.

Sustainability has to increasingly conquer 
its room as one more ‘ness/ity’ within 
the organizations, such as: competitive-
ness, effectiveness, profitability, quality, 
capacity and productivity. Currently, the 
business case for sustainability is limited 
to avoiding fines and cutting costs. It is 
not yet a strategic function in companies 
because sustainability is regarded mainly 
as a support area.  

18.  Marr, B e Adams, C. The Balanced Scorecard and Intangible Assets: similar ideas, unligned concepts. 
Disponível em: www.som.cranfield.ac.uk/som/dinamic-content/research/cbp/2004BSCandIntangibleAss
etsMBEMarrAdams.pdf
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Although companies do recognize the 
importance of sustainability practices 
and guidelines, these are wrongly ad-
opted, thus degrading from the start the 
concept and objective. So, the 4th edition 
of the DOM research (2014) highlights 
the 10 most common corporate sustain-
ability inconsistencies: 

1st – Difficulty to internalize/shortsight-
edness to integrate sustainability into 
the business (81%) Not envisioning 
sustainability within products, services, 
channels, production processes, man-
agement, support, relationships, etc. 

2nd – The core business problem (77%) 
Sustainability should be embedded in 
the core practices, processes, products 
and services of the company, not only 
as investments’ collateral or derivatives. 
The causes, flags, programs, practic-
es and projects should be linked to the 
company’s core business. 

3rd – Lack of business realism – sector-/
chain-specific (74%) The reasons for 
sustainability adopted should be aligned 
with the dimensions, prospects and de-
mands of the market segment/value 
chain, corporate strategy and the compa-
ny’s current business situation. Otherwise 
they will not fit the company’s reality. 

4th - The one-dimension approach and/
or following the three-dimensions of the 
TBL (71%) Instead of understanding the 
triple bottom line (social, environmental 
and economic) concept in an integrated 
manner and as a starting point, the com-
pany prioritizes only one or two dimen-
sions in an imbalanced manner. For in-
stance: sustainability-oriented initiatives 
that are financially unaffordable or social 
projects with an economic focus that 
harm the environment. Companies that 
work exclusively on the three dimensions 
of the TBL when there is a clear need to 
include other dimensions (e.g. Cultural) 
also fall under this category. 

5th – Low perception of systemic impact 
on stakeholders (68%) Not understanding 
the bilateral (and systemic) impact of sus-
tainability initiatives – whether on the sup-
ply chain or caused by several stakeholders 
on the company – is a frequent lack of per-
ception on the part of companies. 

6th – Governance inconsistency (68%) It 
happens when sustainability is a ‘loose’ 
theme/practice in the company. There 
are no specific sponsors or managers in 
charge, permanent budget for its devel-
opment or management practices. Re-
sponsibilities and calls for the theme are 
not clear. 

It also occurs when sustainable knowl-
edge management, one of the key driv-
ers, is lacking and knowledge is scat-
tered and tacit. 
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7th – Inconsistent practical prioritization 
(66%) Sustainability themes/commitments/
actions are not sufficiently material (they are 
unfeasible aspirations, desires and ideals) 
and/or relevant (for the company and stake-
holders involved with the theme). Therefore, 
they neither translate into outcomes nor 
achieve their goals. 

8th – Inexistent or partial measurement 
(63%) Investments and resources allo-
cated to sustainability are occasional, not 
aligned with the corporate budget and 
with no metrics to assess value creation 
for the company and the shareholder, or 
even performance of its initiatives and 
projects, through dashboards. 

9th – Scattered and not aligned vision 
and values (56%) Corporate sustain-
ability vision and values are scattered, 
mainly when their insertion process is 
bottom-up and organic. Alignment with 
a higher sustainability ambition is para-
mount and should come from the top. 

10th – Opportunistic or ineffective com-
munication (48%) Inconsistent sus-
tainability communication may be in-
sufficient – not engaging with internal 
stakeholders and other stakeholders – or 
become opportunistic – discrediting the 
company and its initiatives. In order to 
mitigate this risk, companies should in-
vest in responsible and continuous com-
munication and in cooperation with tar-
get stakeholders. 

There has been a shift in the frame of ref-
erence; it is no longer enough to value 
natural capital and change the valuation 
of where sustainability impacts on the 
company value over time. In this way, the 
following is required: 

 -  Sustainability strategy aimed at sus-
tainability. 

-  Sustainable value positioning, but not 
necessarily as an attribute.

-  Sustainability within the governance: in-
tegrated rather than apart. 

-  Sustainability as a corporate value asset.

However, companies are not managing to 
measure the value of sustainability in the 
business. As discussed in Chapter 1, IFRS 
already includes some intangibles, but not 
all of them. According to the DOM Strat-
egy Partners consultant, the accounts are 
always ‘behind’ the intangible. 

Intangible Asset Management 
(IAM) Methodology
Sustainability is a shared value, which 
creates and protects value to companies 
through the mitigation of risks and loss-
es, credibility, reputation, valuation of 
corporate image, and boost to competi-
tiveness, as shown in figure 22.  
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Figure 22. Sustainability as an intangible
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To meet the need for measuring and 
managing intangible assets, DOM/SP 
developed the Intangible Assets Man-
agement (IAM®) methodology, consist-

ing of four stages to address sustainabil-
ity as a management system, according 
to figure 23. 

Figure 23. Intangible Assets Management Methodology 

IDENTIFY 
 

Intangible Assets Industry
& Strategy Alignment

CATEGORIZE 
 

Intangible Assets 
Strategy Roadmap

QUALIFY 
 

Intangible Assets 
ScoreCards & Operations

QUALIFY 
 

Intangible Assets 
Valuation & Balance

• Identify Intangible Assets & 
Sustainable Attributes

• Analysis per sector, strategy, 
conjuncture, budget and 

stakeholders

• Categorize Intangible Assets 
related to the four categories of 

capital (BSC Intangibles) 
• Correlate and weigh assets by 

Intangible Asset Function

• Map processes, projects and 
initiatives responsible for each 
relevant asset by stakeholder

• Provide metrics and management 
model (PMI-PDCA) through 

Cockpits

Quantify the company’s intangible 
value and assets regarding value 

creation or protection from 
designed ScoreCards

• Strategic Diagnostic of 
Intangibles Relevant to Customer 

(Sector-specific, Strategic, 
conjuncture, stakeholders, etc.)
• Strategic Alignment aimed at 

Managing Intangibles

• Intangibles Management 
Strategic Planning (BSC 

Intangibles)
• Assets Functions Design

• Project Management Model, 
Initiatives and Intangibles
• Budget Rationalization

• Investments Optimization
• Performance Measurement

• Intangible Value Creation and/
or Protection Measurement

• Intangibles Balance Design
• Generation of Relevant Facts 
to Influence Stakeholders (e.g. 

PR, RI)

Stages Activities Benefits

1

2

3

4

Source: DOM Strategy Partners



65

This methodology helps the dialogue 
with CEOs and other strategic stakehold-
ers, because it translates technical issues 
to the language understood by CEOs, 
shareholders and investors. It helps the 
sustainability professional, who has little 
time available and wants to make quick, 
consistent decisions, to put him/herself 
in the top management shoes. 

•  Sustainability as an intangible = value 
creation and protection 

For this reason, it becomes critical to 
prioritize and identify which are, in fact, 
the assets that will share value with the 
organization’s stakeholders and assess 
themes that are priority, critical and 
relevant. The company should take a 
stand on each one of the theme cate-
gories by focusing on the business and 
not on philanthropy disconnected from 
the business. It should consider that the 
corporate reputation (brand, customer, 
relationship) is not the same as corpo-
rate credibility (governance, quality, 
sustainability). For instance, currently, 
some telephone companies have image, 
but not credibility. Sustainability should 
be anchored in credibility to create rep-
utation gains.  

ECOSYSTEM SERVICES: DEFINI-
TIONS AND IMPACTS ON BUSINESS
Ecosystem services are the benefits peo-
ple or companies obtain from ecosys-
tems, such as production and availability 
of fresh water, climate regulation, land-
scape, soil fertility, etc. Along time four 
main types of ecosystem services were 
identified: provisioning, regulation, sup-
porting and cultural.  

Natural capital refers to “existing natural 
resource stocks that generate a flow of 
tangible and intangible services, directly 
and indirectly useful to human beings”19. 
Modern society is based on extracting, 
producing and disposing; however, we 
have destroyed the planet’s self-regener-
ating capacity and we are heading to the 
reduction of available natural capital. For 
instance, a large part of metals used for 
the production of smartphones will extin-
guish in 10 years.  Figure 24 shows the cur-
rent status of some services.  

 

Sustainability 
should be anchored in 

credibility to create 
reputation gains

19. Costanza, R. e Daly, H. “Natural capital and Sustainable development.” Conserv. Biol., 6 (1992), pp. 37–46., 2002.
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Figure 24. Global status & trends of ecosystem services in the world

Fishery
Wild Food
Biofuels
Genetic resources
Biochemicals
Freshwater

Air quality regulation
Climate regulation
Erosion regulation
Water purification
Pest control
Pollination

Spiritual values
Aesthetic values

Timber
Fiber
 

Water regulation
Disease control

Recreation and 
ecotourism

Crops
Livestock
Aquaculture

Carbon sequestration

Source: WRI adapted from Millennium Ecosystem Assessment, 2005, presented by Pangea.

Provisioning

Degraded Mixed Enhanced

Cultural

Regulation & 

Supporting

For this reason, forest restoration offers 
many benefits that go beyond forest recov-
ery and climate change, including econom-
ic production. The TEEB Report shows the 
world loses €50 billion with environmental 
degradation and ecosystem services loss. 

For instance, in 2006 the economic value 
of pollinators (bees, birds, butterflies, etc.) 
for agriculture was estimated at US$4.1 
billion to 6.7 billion/year. In other words, if 
mankind had to perform this task, the cost 
would be billion of dollars more expensive20.

20.  Sukhdev, P., et al. “Mainstreaming the Economics of Nature: A synthesis of the approach, conclusions and 
recommendations of TEEB.” The Economics of Ecosystems and Biodiversity (2010).
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Brazil’s water case and Cantareira’s system: 

Crisis’ macro and micro problems – Brazilian ecosystem collapse:

1)  Macro: the influence of the Amazon deforestation on rainfall:  the absence of the “flying rivers” − the 
vapor clouds from the Amazon that normally bring rain to the Midwest and Southeast of Brazil. 

2)  Local factor: Permanent Preservation Areas (APP), Legal Reserve (RL) and riparian vegetation of 
reservoirs, water springs and dams are badly preserved and ecosystems’ resilience is undermined 
in periods of extreme drought and high consumption.

3)  Impact: water shortage in cities – both for society and companies, which may have an even higher im-
pact on the most affected areas. In order to replenish the entire system, costs will be much higher than 
if investments had been made in conservation and awareness-raising.

Ecosystem services cases: 
-  Vittel is a French mineral water compa-

ny which currently belongs to the Nestlé 
Group. In the 1980’s their credibility was 
at risk because the sheep producers 
from the surrounding area were using 
pesticides near the water spring. At that 
time, the company funded organic agri-
culture at that micro-basin to guarantee 
the quality of its water spring, conse-
quently of its water and mainly its busi-
ness perpetuity. 

-  EGI’s Hydroelectric started having ener-
gy generation problems due to Perma-

nent Preservation Areas deforestation 
and decrease in water levels. So, it started 
paying land owners to keep their riparian 
vegetation areas. Once more, to guaran-
tee operations and business perpetuity. 

-  Campbells, a soup manufacturer, had 
high pesticides cost. After consulting 
with specialists, a natural and efficient 
agent against the aphid was found – 
the lady bug, its natural predator. In this 
way, the company could reduce costs 
by using biological pest control.   
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Puma Case: 2010 Report 
If the planet were a business, how much 
would it charge the services rendered to 
a company willing to operate? Jochen 
Zeitz – Puma executive chairman

Global natural capital decrease is an ex-
ternality, that is, impacts of goods and 
services production that are absorbed 
by society, but are ‘invisible’ to account-
ing. The Environmental Profit and Loss 
Account (EP&L) was a Puma’s attempt 
in 2010 to measure, value and report en-
vironmental externalities. Despite being 

criticized in technical issues, in terms of 
innovation and transparency it was a rel-
evant and new initiative in the business 
world. It aimed to place a monetary val-
ue on environmental impacts through-
out its value chain21. 

Puma assessed environmental indicators 
of four tiers of the supply chain, involving 
raw materials, cotton, leather, petrol and 
workshops, besides stores operations, as 
shown in figure 25.  

Figure 25. Puma’s supply chain assessment

PUMA OPERATION

GHG – Energy consumption  
and logistics  

Nitrate and Sulfur Trioxide – Energy 
consumption and logistics  

TIER 1 SUPPLIER

Waste – Materials cutting GHG – Energy consumption and 
logistics  

N and S – Energy consumption  
and logistics  

TIER 2 SUPPLIER

Waste – Materials cutting GHG – Energy consumption and 
logistics  

N and S – Energy consumption  
and logistics

TIER 3 SUPPLIER

Use of water in the leather industry GHG – Energy consumption  
and logistics  

N and S – Energy consumption  
and logistics

TIER 4 SUPPLIER

Methane – Cattle ranching  
N2O – Agriculture Use of water in agriculture Conversion of ecosystems 

 to agriculture

Source: Presented by Pangea 

21.  PPR. “An Expert Review of the Environmental Profit & Loss Account. What the Experts 
say: the Way Forward”(2012). www.kering.com/sites/default/files/e-pl-review_final-for_
publicationwebsitefinal_final_1.pdf 
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For each environmental impact, assessment metrics were defined based on consul-
tations and studies, as shown in figure 26.

Figure 26. Table of impacts and metrics used in Puma’s EP&L

Source: Presented by Pangea

ENVIRONMENTAL IMPACTS METRICS

Climate change Tons of GHG emitted

Water scarcity Volume of water used

Loss of biodiversity and  
ecosystem services Area of converted ecosystem

Pollution and acid rain Tons of particulate matter, ammonia,  
SO2, NO, VOC and CO

Impacts from landfills, dampers  
and waste incineration Tons of waste

Later on, value chain impacts were mapped 
and the most relevant ones were identified 
in each chain tier. Data gathering was hard 
due to the lack of quantitative data. There-
fore, several estimates and assumptions 
were made in the calculations. 

The value of externalities was calculated 
in € 145 million, taking into account opera-
tions and suppliers, as follows: 

• Puma’s own operations: 6% – € 8.7 mi 
•  Apparel and footwear manufacturers: 

9% – € 13 mi 

•  Impacts of tiers 2, 3 and 4 of the raw 
materials supply chain, such as rubber, 
leather and cotton: 85% – € 123.2 mi 

•  Out of them, 57% derive from impacts 
of raw materials production (tier 4) – 
€83 mi 

In fact, Puma’s demand for raw materi-
als, mainly rubber, leather and cotton, 
requires the use of 100,000 hectares of 
land worldwide. Disclosing such infor-
mation enabled to company to seek al-
ternatives to natural rubber, such as re-
cycled rubber and synthetic leather.   
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Analysis per operation
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Figure 27. Puma’s EP&L results 
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•  Water and GHG emissions are the highest re-
garding environmental indicators:

•  Highest impact per type of product: foot-
wear – 66%

The tool was strategic for Puma, highlight-
ing the impacts and guiding sustainability 
actions. It also helped identify emerging 
risks along the production chain and under-
stand the value of nature to the business 
and the perpetuity of operations. This study 
also led to the understanding of the impor-
tance of assessing relevance/materiality of 
the ecosystem services theme within the 
value chain. Real impact often resides in 
the value chain, in the production process 
or product use. Mainly in sectors such as 
retail and services, where main impacts are 
not evident in the companies’ operations a 
study like EP&L can prove useful. 



We are starting a journey towards inte-
grating sustainability information into 
financial reporting. Tools are new: IIRC 
Framework is one year old, CDP’s first 
questionnaire is 10 years old, and GRI 
Guidelines, the very first one, have been 
around for only 14 years. When com-
pared with financial statements – in 
force since the 1930s – and constantly 
being improved – we see how far we still 
have to go. 

With respect to challenges surveyed during 
the second year of the Corporate Sus-
tainability Report Pioneers Working 
Group, the white paper clearly and ob-
jectively addresses some issues. There is 
a need to integrate the information con-
tained in the different disclosures of a 
company. Mandatory reports, such as the 
Reference Form and the 20-F Form, are 
relevant sources of sustainability infor-
mation and should be aligned with other 
disclosures, such as the company’s web-
site or the sustainability report. In order 
to make communication more effective, 
it is important to align the sustainabili-

ty reporting schedule with the investors’ 
agenda, being the first quarter of each 
year a critical period, full of mandatory 
information that guide the analyses. 

ESG analyses developed by the market 
aim to show how environmental, social 
and governance aspects protect and add 
value to the business. Therefore, it is clear 
that tangibilization and valuation of op-
portunities created by improvements in 
the management of sustainability or of 
risks mitigated by these factors help mar-
ket analysis. Usually, investment analysts 
use their own metrics to make valuation 
based on the potential risk or opportunity 
of the asset in order to value it. Having a 
perception by the company, which pres-
ents its own valued information of its proj-
ects, is important to guide them about 
the added value meant to be shown. The 
WG realized that the intangibles valua-
tion process is an innovation, requires a 
permanent search for new metrics and 
interpreting outcomes, thus enabling the 
incorporation of non financial factors into 
the valuation.  

FINAL CONSIDERATIONS
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Focus on materiality was a theme dis-
cussed in several meetings. It is general 
consensus among all tools studied (GRI, 
IIRC, CDP, among others) that too much 
information can become a trap and only 
significant information – which creates 
value and is material – should be com-
municated. These tools are also aligned 
with the need to assess the impacts of 
the company on the value chain and they 
highlight the need for logical reasoning 
regarding the company’s impacts and ac-
tions – both internally and externally. 

Finally, we must stress the power the re-
porting process has to encourage stake-
holder engagement – both inside and 
outside the companies - and to foster 
continuous financial, social and environ-
mental performance improvement. The 
reporting process is an important invest-
ment for the company, not a cost. It be-
came clear that the integrated reporting 
process should start by the integrated 
management of daily actions and, in this 
way, the integrated thought of the com-
pany will result in an integrated commu-
nication process. The areas in charge of 
sustainability communication should talk 
to and understand the language of other 
areas within the organization. 

The language to communicate with the 
market should be similar to that used in 
reports with which analysts are familiar, 
with concise text and notes added when 
applicable. Companies face the challenge 
of knowing what and how to communi-
cate the information the market is willing 
to know or understand and, in this way, 
develop effective communication that 
arouses interest and allows them to as-
similate the information. Discussing how 
the information is perceived by investors, 
creditors and market analysts is an im-
portant step towards improving how it is 
perceived by these stakeholders. 

This group hopes to have contributed to 
this important discussion, bringing its ex-
periences and difficulties regarding sus-
tainability communication to the financial 
market. This year, 25 companies guided 
by 11 specialists took some steps further 
on this path, whose final objective is a 
corporate reporting that integrates social, 
environmental and financial performance 
and translates the companies’ manage-
ment evolution. In turn, this will foster a 
more accurate valuation of companies 
and consequently improve the financial 
market’s capital allocation. That is a re-
porting process that boosts change.

  


