IFRS

Sustainability

IFRS S1 Implementation:

Sources of guidance
SASB Standards —
Financials

8 June 2023

BETTER INFORMATION FOR BETTER DECISIONS

The views expressed in this presentation are those of the presenter, not necessarily those of the IFRS
Foundation, International Accounting Standards Board or the International Sustainability Standards Board.
Copyright © 2023 IFRS Foundation. All rights reserved.



B IFRS

Sustainability

L~ Financials Sector Snapshot

Seven industries

Financials Industries

+ Asset Management & Custody Activities
« Commercial Banks

« Consumer Finance

* Insurance

* Investment Banking & Brokerage

« Mortgage Finance

* Security & Commodity Exchanges
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Disclosure Topics

Financials Sector

= Selling Practices
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= Data Security = Transparent Information & Fair | = Data Security = Lending Practices = Transparent Information & Fair Advice

T8 . . . Advice for Customers . for Customers
'§ ‘S | = Financial Inclusion & = Customer Privacy = Discriminatory Lending
» 8| capacity Building

Human
Capital

= Employee Diversity & Inclusion

= Employee Diversity & Inclusion

= Incorporation of
Environmental, Social &
Governance Factors in
Credit Analysis*

Business Model &
Innovation

= Integration of Environmental,
Social, & Governance Factors in
Investment Banking & Brokerage
Activities*

= Incorporation of
Environmental, Social &
Governance Factors in
Investment Management &
Advisory*

= Environmental Risk to
Mortgaged Properties*

= Promoting
Transparent &
Efficient Capital
Markets

= Incorporation of Environmental, Social,
& Governance Factors in Investment
Management

= Policies Designed to Incentivize
Responsible Behavior

= Environmental Risk Exposure*

= Business Ethics

= Systemic Risk Management

Leadership &
Governance

= Business Ethics
= Professional Integrity
= Systemic Risk Management

= Employee Incentives & Risk Taking

= Business Ethics

= Managing Conflicts of
Interest

= Managing Business
Continuity &
Technology Risks

= Systemic Risk Management
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|dentify Business-Critical Sustainability Issues for Each Industry

Sustainability Disclosure Topics

Sustainability-related business issue

Selling Practices & Product Labeling
Transparency, accuracy, and comprehensibility of marketing statements, Transparent Information & Fair Advice for Customers Transparent Information & Fair Advice for Customers

advertising, and labeling of products

Employee Engagement, Diversity & Inclusion ) ) ) ) . .
Potential discriminatory practices on the bases of race, gender, ethnicity, * Currently being reviewed as part of Human Capital: DE&I workstream Employee D|VerS|ty and Inclusion
religion, sexual orientation, and other factors

. . Incorporation of ESG Factors in Credit Analysis Incorporation of ESG Factors in Investment Mgt.
Product Design and Life Cycle Management

Demand for more sustainable products and services as well as to meet
evolving environmental and social regulation

Policies Designed to Incentivize Responsible Behavior

Physical Impacts of Climate Change _ ,
Environmental and social issues that may arise from physical impacts of Environmental Risk Exposure
climate change on customers

Systemic Risk Management

Ability to absorb shocks arising from financial and economic stress due to the Systemic RlSk Management
complexity and interconnectedness of companies in the industry including

regulatory requirements.

Business Ethics . .
Ethical conduct of business e.g., fraud, corruption, bribery and facilitation Business Ethics
payments, fiduciary responsibilities
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Examples of Disclosure Topics and Metrics

Industry -[ Insurance

Disclosure Top|c{ [ Environmental Risk EXpOSUFe ]

- / *  Probable Maximum Loss (PML) of insured products \
from weather-related natural catastrophes

* Total amount of monetary losses attributable to
insurance payouts from (1) modeled natural
catastrophes and (2) non-modeled natural
catastrophes, by type of event and geographic

Metrics =

Asset Mgt. & Custody Activities

[ Business Ethics ]

/ » Total amount of monetary losses as a result of legal
proceedings associated with fraud, insider trading, anti-
trust, anti-competitive behavior, market manipulation,
malpractice, or other related financial industry laws or
regulations

- \ segment (net and gross of reinsurance) /

Operational
Types of Efficiency/Cost
Financial = Structure
Drivers (e.g. higher than
expected claims)

Financial
Impact

» Description of whistleblower policies and procedures

-

\

/

Market Share and

0 tional
il Long-Term Growth

Efficiency/Cost

Structure (e.g. customer
(e.g. litigations, retention/attraction,

fines, settlements) reputation)

REVENUE
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Common Disclosure Topics in the Sector

Disclosure topics are concentrated in the Social and Governance dimensions

GHG Emizssions

Air Quality

Enzrgy Marzgzment

WWater & Wastewater Management

Waste & Hazardous Materizls Managsment
Ecological Impacts

Human Rights & Community Relations
Customer Privacy

Data Security

3l Access & Affordabiliay

Product Quality & Safey

Cuztomer Welfare

Selling Pracrices & Producr Labeling

Labor Practices

Employes Health & Safery

Employea Engagemant. Diversity & Inclusion
Product Design & Lifecyds Mansgement
Business Mode! Resilience

Supply Chain Management

Materials Sourcing & Efficiengy

Physical Impacts of Climate Change

Business ethics

Incorporation of ESG factors
in key activities

Selling/lending practices
and transparency of
disclosure

Data security and privacy

Systemic risk management
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Business Ethics

Regulatory fines and settlements continue to rise global AML fines 2002 - APRIL 201
: ” i
* How has the company performed on preventing fraud,
insider trading, anti-trust, anti-competitive behavior, l." |
market manipulation, malpractice, or other illegal " "'.
activities? [
 How does the company ensure the effectiveness of its £ -
whistleblower policies for timely identification of illegal £ S
activities within the firm? E [ ;
_ _ Unit of 20 / :
Accounting Metric Category Measure ."‘ ;"j“x e
‘| L _\.-"‘ i ”

Total amount of monetary losses as a Quantitative Reporting currency 10 4”."'

result of legal proceedings associated o

with fraud, insider trading, anti- trust, anti- ,“

competitive behavior, market _J_ . l

manipulation, malpractice, or other related ST e

fi ial industrv laws or Regulations 2002 2003 2004 2005 2007 X0a 2006 2010 2041 2M? I3 I0fd 005 Aoih 06T 3da 20'%

on and
Description of whistleblower policies Analysis

and procedures
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Incorporation of ESG factors in Key Activities

Portfolio-level risk and opportunity exposure

* What is the company's credit exposure to different industries
and what is the company’s exposure to sustainability-related
risks and opportunities?

* Whatis the company's approach to the incorporation of ESG
factors into its financing, lending, and decision-making

processes?
Accounting Metric Category Unit of
Measure
Commercial and industrial credit  Quantitative Reporting
exposure, by industry Currency
!I)escriptio_n of appr(_)ach to Discussioq n\a
incorporation of environmental, and analysis

social and governance (ESG)
factors in credit analysis

Commercial Banks Impacts

I

F

Direct Impacts

Data Security

» Financial inclusion/literacy

* Business Ethics

« Systemic Risk Management

1

Indirect/Portfolio Impacts

Integration of ESG nsks and
opportunities in:

«  Credi risk analysis of borrowers
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Incorporation of ESG Factors in Key Activities

Portfolio-level risk and opportunity exposure

» Credit risk analysis of commercial and
industrial loans

* Integration of ESG in investment
management across strategies and
asset classes

« ESG exposure of investment portfolio
of insurance companies

* Incorporation of ESG in underwriting and
advisory

ESGin Risk Framework

B Always

Risk organisation
Risk appetite

Risk mitigation
Risk measures
Strategic planning
Pricing

0

Source: Fitch Ratings

B Most of the time ¥ Sometimes B Rarely
27 27 9

34 26 26 13

31 29 271 13

30 27 28 16

28 3 27 14

18 21 32 29
20 40 60 80
(% of responses)

100
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Selling/Lending Practices and Transparency of Disclosure

Mortgage and other loan origination, consumer
products, investment advice

Figure 2: Distribution of Settlements/Damages
 Incentive structure/remuneration
35%
* Record of investment -related violations
30%
« Transparency of information
provided to customers

» Product characteristics by customer type

rJ
(=]
-]
o

» Performance of products

Frequency

» Customer complaints

. 10%
» Customer retention rate

5%

» Regulatory fines and settlement

0%
0-10k 10-20k  20-30k  30-40k  40-50k  50-60k  60-70k  70-80k  80-90k 90k-10Ck  100k+
Damages Granted

10
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Data Security and Privacy

Financial institutions collect and store
large amount of sensitive customer data

* How does the company identify and address
vulnerabilities and threats as well as prevent data
security breaches?

* How does the company manage leveraging customer
personal data for revenue opportunities with maintaining
customer privacy?

* Number of data breaches, percentage involving
personally identifiable information, number of
account holders affected

* Number of account holders whose information is
used for secondary purposes

» Total amount of monetary losses as a result
of legal proceedings associated with
customer privacy

Among online bill pay users,
security still scares them

I'm worried about personal data and identity theft.

81%

|

I'm worried about financial organization data breaches.

| don't trust internet security for bill payment.

I'm worried about dumpster diving or mailbox theft

I'm worried about government collection of personal information.

Total Data Records Lost
or Stolen by Country

. 1billion+  United States 6,219,819.956

100 million 10 million 1 million
to 1 billion to 100 milion to 10 million

y 2018 The Financial Brand

&
o
]
(]
(=
=2
o
v

100,000
to 1 million

India 394,307,531 98,252,295 7,276,605 862218

China 350,752,955 91,830,959 k 7,000,000
South Korea 228726,843 56,740,681 6,203,195

735,000
382,899

United Kingdom 140,139,193 50,342,722 6174257 308189
rkey 132,312,866 46,347,351 4422998 285,373

14,769,575 44.887197 3,504.000
106 654166 35.414.686 2,832,312
@ 100,099,535 23,562,000 1927479
1159702 1,686,928
10,748176 1,000,000

134,000
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Additional Disclosure Topics

Some industries in the sector have more unique
ESG challenged and opportunities

» Financial literacy and inclusion
+ Employee compensation and risk -taking
* Promoting efficient capital market by exchanges

+ Climate exposure of insurance underwriting

* Insurance products that incentivize
responsible behavior

Fin

ancial Literacy Around the World

> GREENLAND 4§ e

& N
| e o
% of Adults who are l 8.3
Financially Literate

N 6% - 70%

; ‘ S B }’

21% - 30%
20% and Less
Y/

51% - 60% ‘
21% - 50% "' '

Article & Sources:

ps
Global Financi

 retatticIes finarciall atihevioHd
ial Literacy Excellence Center (GFLEC) - http://oflec.org/

Y B . "
AUSTRALIA
¥

* o

howmuch

Adults with an
account at a formal
financial institution (%)

m0-20
| 21-40
m 41-60
W 61-80
81-100
® Nodata

SOURCE: World Bank
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Incoming Requirement for Financed

Emissions Based on S2

Companies with emissions associated with
investments need to provide additional
v" Scope 3 GHG emissions disclosure, across 15 disclosures for financed emissions.
categories®, when material
This relates to companies that are in, or

v Use of GHG Protocol Corporate Value Chain have activities associated. with:

(Scope 3) Accounting and Reporting Standard
* Asset Management & Custody Activities

v" Disclosure of how and why the entity has used * Commercial Banks
specific inputs, assumptions and estimation + Insurance, for their investment activities
techniques to measure its GHG emissions, and
information about changes

Industry Proposed SASB Industry- based Metrics

Commercial Banking » Financed emissions (Scope 1, 2 & 3) by industry and asset class*, and associated carrying amount
Insurance » Description of methodology used
* % of assets covered in calculation

» Financed emissions (Scope 1, 2 & 3) by industry and asset class*, and associated carrying amount
» Description of methodology used

Insurance . .
* % of assets covered in calculation

% .. o * % of AUM covered in calculation
Categories identified Asset Management & Custody Activities » Financed emissions (Scope 1, 2 & 3) by AUM, and associated amount of AUM

in the GHG Protocol + Description of methodology used
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Corporate use — Financial Sector

366 organizations since 2021

Asia Oceania

Europe

Latin America & the Caribbean
Middle East & Africa

North America

To access full list of reporters, please visit: https://www.sasb.org/company-use/sasb-reporters/

* Note: Excludes Mexico, which is part of Latin America & the Caribbean.

14

72
91
53

144


https://www.sasb.org/company-use/sasb-reporters/

. 15
B FRS

Sustainability

Corporate use — Financial sector --- see below
d% BANORTE

~N F ot
@ Investec BBVA Bancomer citi oldman
achs ,
. &r. LONDON
O bradesco 2 — il STOCK
BANCODOBRASIL Bancolombia®™ to 22 EXCHANGE

Deutsche Bank
CREDICCRP
% BURSA B CA

MALAYSIA
- w UnionBank

& & Santander % UBS

JPMorganChase ()

To access full list of reporters, please visit: https://www.sasb.org/company-use/sasb-reporters/
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Discussion & Questions
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Follow us online

L4 ifrs.org
@ sasb.org @ integratedreporting.org

7 @IFRSFoundation

(P) IFRS Foundation

i International Sustainability
Standards Board

24
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