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Integrated reporting, the next step in financial and extra-financial reporting 

The International Integrated Reporting Council (IIRC) was 
formed in 2010 from the partial combination of two pre-
existing organizations: The Global Reporting Initiative (GRI, 
1997) and The Prince's Accounting for Sustainability Projects 
(A4S, 2004). The IIRC is a global coalition of standard 
setters, regulators, companies, and governmental and non-
governmental organizations. Its purpose is to establish the 
fundamental notions of financial and non-financial reports by 
creating an integrated report, which replaces annual and 
sustainable development reports.According to the IIRC, 
integrated reporting aims to improve the quality of 
information, promote a more cohesive approach, encourage 
responsible management across a broad base of capitals 
(financial, manufacturing, intellectual, human, social and 
environmental), and support integrated business 
management.South Africa led the way in 2010 by requiring 
companies listed on the Johannesburg Stock Exchange to 
publish integrated reports. In the last quarter of 2016, over 
3,000 companies around the world were committed to an 
integration programme. In France, fifteen CAC 40 companies 
have already published an integrated report. In 2014, Engie 
was the first French company to do so. 

We have seen a huge increase in the length of reports 
published by listed companies in recent years, under the joint 
effect of introducing International Financial Reporting 
Standards (IFRS) and including non-accounting information, 
particularly on governance and the environment. The amount 
of information available is often difficult to digest. Integrated 
reporting aims to clarify financial and extra-financial 
information with a concise format clearly presenting the 
company's economic model. 
By working with stakeholders upstream, the new initiative 
makes it possible to better understand the company in its 
environment. The strategic objectives are clearer. The 
presentation of information should be improved. 

However, there is a danger that this new financial 
communication tool will become a second-rate solution with 
vague content. As well as communicating with outside 
observers, the dynamic created by integrated reporting 
enables more coherent management of financial and extra-
financial challenges. The company's organization and overall 
performance should be primary concerns. Concretely, work 
inside and outside the company with external stakeholders 
XXXXX 

Investing wisely 

should make Corporate Social Responsibility (CSR) central to 
its growth. CSR considerations would then be embraced by 
more senior management teams as a driver steering the 
company rather than an additional burden. That means doing 
more than simply considering social and environmental issues 
and instead introducing a sustainable economic model. 
Therefore, integrated reporting implies internal structural 
changes as well as greater staff adhesion to the company 
culture. 

As part of METROPOLE Value SRI's investment process, we 
determine Best in Class/Best Effort scoring using our 
proprietary data repository. The Best in Class scores 
generated by our quantitative data filters are based on four 
criteria: Environment, Social, Governance and Stakeholders. 
They are joined by Best Effort scores assessing the 
company's growth dynamic against the selected criteria over 
four years. To further our understanding of the company, the 
fund management team organizes meetings with the 
companies' directors to clarify the organizational framework, 
introduction of Environmental, Social and Governance (ESG) 
policy and, where necessary, specific controversies. 
The emergence of integrated reporting should stem from 
integrated business management. It should then illustrate 
more clearly the relationships between operations and 
performance as well as the capitals used. 
Our approach involves developing the reporting standards in 
place. Alongside the ESG scores provided by our quantitative 
filter, we have always met the senior management teams and 
steered the discussions towards matters relating to the 
company's sustainable development and its practical 
implications. The companies have often asked us how their 
financial and extra-financial communication is perceived. 
Given our experience, it appears that the advent of integrated 
reporting may be a useful tool in that area. 

Consideration of social, environmental and governance 
challenges is a sensitive area, especially in terms of valuation, 
a parameter central to our day-to-day work at METROPOLE 
Gestion. In 2009, METROPOLE Gestion launched its 
academic collaboration with the University of Auvergne to 
provide a long-term response to the "corporate social 
responsibility and valuation" issue. Development of the 
reference framework surrounding financial and extra-financial 
publications should help us continue that work. 
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