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About me
CFA charterholder; studied economics at Brown (BA) and LSE (MSc).

Worked extensively:
With investor stakeholders, including long-term bond investors (EMTN and
USMTN), distressed debt investors, banks, credit funds and trading desks including
at Fitch Ratings and Landsbanki islands.

On implementing EU Directives (namely 2014/59/EU “BRRD") both as part of
Deloitte’s bank structural reform platform and assisting Arion Bank with initial

Recovery Plan.

Working closely with CF Report in NL.
Work on corporate reporting based on research project @ ceims Blel
with Sigurjén Geirsson, Asgeir Brynjar Torfason.*

Will be talking about the future of corporate reporting, transparency and governance

requirements.
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* Rannsdknarverkefni um reikningsskil, endurskodun og virkni fiarmagnsmarkada, “REF”



How well are companies;in Iceland,prepared
for the upcoming requirements under the
Corporate Sustainability Reporting Directive?



How well J' hhe current
requiremej r
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Directive 2013/34/EU




LOg um arsreikninga 3/2006.

i

The management report shall include a fair
review of the development and performance
of the undertaking's business and of its
position, together with a description of the
principal risks and uncertainties that it faces.

|




What are the upcoming requirements?
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DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
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DRAFT EUROPEAN SUSTAINABILITY
REPORTING STANDARDS

Explanatory note of how draft ESRS take
account of the initiatives and legislation
listed in Article 1 (8) of the CSRD adding
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Core Changes

Focus on stakeholders and
information they need

New concept introduced "key
intangible resources” derived
from the in the
Management Report.

The term “Non-financial statement”
replaced by Sustainability
Reporting




Infarmation matenality

43.  Materiality is to be understood as the criterion for the inclusion of specific information in
sustainability reports. It reflects (i) the significance of the information in relation to the
phenomenon it purports to depict or explain, as well as (ii) its capacity to meet the needs
of the stakeholders of the undertaking, allowing for proper decision-making, and more

sta ke h o I d e rs generally (i} the needs for transparency corresponding to the European public good. The

implementation of materiality implies the use of thresholds and/or criteria.

Stakeholders

”t h O S e W h O Ca n a ﬁe Ct O r b e 44 Stakeholders are those who can affect or be affected by the underiaking’s decisions and

actions. The undertaking shall identify its two main groups of stakeholders:

(a) affected stakeholders: individuals or groups that have interests that are affected or

aﬁe Cte d by t h e u n d e rta ki n g S could be affected — positively or negatively — by the undertaking’s activiies and

through its value chain; and

. . R 11 (b) users of sustainability reporiing: stakeholders with an interest in the undertaking:
d e CI S I O n S a n d a Ctl O n S i. existing and potential investors, lenders and other creditors (including asset
managers, credit institutions, insurance u

ii. business partners of the undertakings, tr: DRAFT EUROPEAN SUSTAINABILITY
society organisations and non-govemme:  REPORTING STANDARDS

Some, but not all, stakeholders may belong to both . ESRS 1
process should ensure that impact on all affected stab General requirements
the needs of users.

information materiality

“[... information’s] capacity to
meet the need of the
stakeholders”




means resources without
physical substance on which
the of the

undertaking fundamentally
depends and which are a
source of value creation for

the undertaking

... in the Management
Report

DISCUSSION PAPER
BETTER INFORMATION
ON INTANGIBLES

WHICH IS THE
BEST WAY TO GO?




key intangible resources it Ly S,
ON INTANGIBLES

APPENDIX 4.4:
STREAM A4 ASSESSMENT REPORT

INTERCONNECTION
BETWEEN FINANCIAL
AND NON-FINANCIAL
INFORMATION

interconnectivity
connection between
financial and non-financial
information is important

4 European
Reporting Lab




sustainability reporting

means reporting information
related to sustainability matters,
but the reporting also needs to
cover key intangible resources

sustainability matters

means environmental, social and

human rights, and governance

factors \ :
‘sustainability factors’ mean environmental, social and

employee matters, respect for human rights,
anti-corruption and anti-bribery matters.



NON-FINANCIAL STATEME
US TAINASILITY REPOR

The management report shall include a fair
review of the development and
performance of the undertaking's business
and of its position, together with a
description of the principal risks and
uncertainties that it faces.

CHAPTER 5
MANAGEMENT REPORT

2013/34/EU




NON=FINANCIAL Jfr r
SUSTAINASILITY §

CHAPTER 5
MANAGEMENT REPORT

2013/34/EU

MIENT REPLAKC =) 5
ORTING

Non-Financial
Statement

Article 19a
2014/95/EU

16



NON=FPINANCIAL STATE

SUSTAINASILITY REe

CHAPTER 5
MANAGEMENT REPORT

2013/34/EU

MENT REPLACED BY
PORTING

N inancial
St ent

Article 1(
2022/2464
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NON=FINANCIAL Jfr r
SUSTAINASILITY §

CHAPTER 5
MANAGEMENT REPORT

2013/34/EU

MIENT REPLAKC =) 5
ORTING

Sustainability
Reporting

Article 1(
2022/2464
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NON-FINANCIAL STATEVMIENT REPLAC =D 5

SUSTAINASILITY REF

CHAPTER 5
MANAGEMENT REPORT

2013/34/EU

ORTING

Sustainability
Reporting

EXPOSURE DRAFT

ESRS 1
General principles
April 2022

Open for comments until 8 August 2022

ba,.

SUSTAINABILITY. REPORTING-

STANDARDS o



ACorporate
Governance
Statement

CHAPTER 5
MANAGEMENT REPORT

2013/34/EU 2013/34/EU 20

Article 20



E COMPA N ICELAND PREPARED FOR THE
QUIREME NDER THE CORPORATE

the core o

» Have not based the content of the Management Report on an
illustration of the business model.

sed theirr

ting financ

Mana t Report.



WORK TO BE DONE!

The changes to reporting for
Icelandic companies from the
upcoming requirements are
fundamental.

Require a major rethink to
how companies approach the
Management Report.

Integration/Connectivity

Stakeholder Analysis (Materiality)

Business Model Checklist

Describing your business model

How your business model depends key intangible

rrrrrrrrr

H wth e key intangible resources are a source of
value creation for the d rtk ng

Describe your companies value creation model

Your business model’s impact on sustainability
matters

Your business model's resilience in relation to
risks related to sustainability matters.

Opportunities for your business related to
sustainability matters;

Assurance that ﬁnancial and investment plans

relating to y ur business mo d la mp atible
wthth transitio t ustai bl nomy
H wy r business mo d | takes into account the

inte tsftkho\d
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WHAT TO DO?

For the market and regulatory
framework:

» Update terminology in the law
(Log um arsreikninga).

» Update Vidskiptarad Islands
leidbeiningar um goda
stjérnaheetti (transparency).




WHAT TO DO? D ' /
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For companies:

» Get compliant!

-
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WHAT TO DO?

For companies:

» Get compliant!

— In February 2022
reikningsskilarad issued

comprehensive guidelines.

— No excuse!

Leidbeiningar fyrir félég sem falla undir dkvaedi laga um arsreikninga nr. 3/2006

Upplysingar i skyrslu stjornar og framsetning peirra

25
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Leidbeiningar fyrir félog sem falla undir dkvadi laga um arsreikninga nr. 3/2006

l.e. mformatlon based on business

model and con nectivity Upplysingar i skyrslu stjornar og framsetning peirra

= 3 e 3
L4 3 - - ;
-\ - N — Jis 4 S L ——

Umfjdliun um proun ytra umhverfis

Arsreikningur an Fjalla skal um prdun i ytra umhverfi er vardar stédu vidskiptalikans félagsing, Glaggt yfirdit yfir:
- . stefnumia, virdisheettifaudlindir og pau tengsl sem byggt er & i starfzemi pess.
skyrslu stjérnar .
Arangur af
Meginah®tta og ovissupattir vigan til
; A Sem ahrif geta haft a vidskiptalikan félagsing, stefnumia, flarhagslegra og
ﬂ(y‘r.'fla St]‘(?rnal.' wirdispeetti og tengsl. ofjarhagslegra
g ooy oo lykilmaslikvaraa.
drsreiknings of pefa auk bess gIGgRt
ylielit ylir drasgur, stB8u, Prdun, r - r
e Ovissubatt] og aheil wasklptﬂli'kan MEQ| ﬂéhﬁnﬂ Dﬂ ii'l”ﬂ-ﬂ-“l]ﬁthr I:"rﬂun }1“ bﬂﬁﬂ.
Hvad félagid gerr il a3 skapa virdi. Sem ahrif geta haft & vidshkiptalikan mas
félagzins, stefmumid, virdispasti og tengsl. at:aa : i:;;g&_
Meginahsetta og
| Virdispattir, audlindir og tengsl ovissupasttir.
. : Pad sem vidskiptalikanid og stefna félagsins byggir 4 — stada
\ Adrar upplysingar peira. Ahrif af starfsemi
‘ (s.s. arsskyrsla) s

Fjolvirdisnalgun (e. Multi Capital Approach): Fjdlvirdisnalgun er framsetning a stédu félags og arangri af
starfsemi pess med aherslu @ proun og stodu peirra oliku virdispatta (audlinda) sem starfsemi fyrirtaekja

byggir almennt a.




WHATTO DO? [ y

For companies:

» Focus on analysing its
and present as the
fundamental basis for
connectivity and integration,
determining key intangible
resources, and stakeholder
analysis.

» The is also
fundamental for analysis
regarding ESG double materiality
and EU Taxonomy.




WHAT TO DO?
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For companies:

» Focus on analysing its
and present as the
fundamental basis for
connectivity and integration , ,
determining key intangible Jpcoming audit
resources, and stakeholder requirements

analysis.
» The is also \
fundamental for analysis
regarding ESG double materiality
and EU Taxonomy.
uemr 28

fundamental for the



EXPLANATORY MEMORANDUM

There 1s therefore a widening gap between the sustamability information companies report
and the needs of the mtended users of that mformation. On the one hand. this means that
mvestors are unable to take sufficient account of sustamability-related risks i their
mvestment decisions. This m turn has the potential to create systemic risks that threaten
financial stability. On the other hand. the gap means that investors cannot channel financial
resources to companies with sustamnable business models and acfivities. This m tumn
undermunes the achievement of the objectives of the European Green Deal. It also hampers
stakeholders™ ability to hold undertakings accountable for the impact they have on people and
the environment. creating an accountability deficit lable to undermune the efficient
functioning of the social market economy.

29



Intended users:

El
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“channel financial resources

Capital providers to companies with
sustainable

n



SOCIAL MARKET

ECONOMY
focus on business is also the key to understand the company ‘6‘*

Intended users: l

Stakeholders ability to hold companies ... for their impact on people
accountable.... and the environment

(connectivity and
input/output)

31
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