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What consumers/users of information want

EBRC / Knowledge @Wharton Survey

Should a company disclose KPIs, intangibles, value
drivers, intellectual assets in addition to financial
statements and notes?

Yes — 74% No — 26%
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The current crisis and KPIs
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Discount window borrowing from the Federal Reserve

Short-term earnings are an especially unreliable guide in the current economic
environment and so investors are looking for other measures of performance
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KPI initiatives around the world

« DVFA—Saociety of Investment Professionals in Germany

— 12 common and 18 industry-specific topical areas for the reporting of ES&G issues
and KPlIs

« EBRC
— Gartner collaboration on Consumer Goods/Retail, Insurance and Technology sectors
— TheMarkets.Com on Pharmaceutical and Oil &Gas sectors

 European Federation of Financial Analysts Societies
— R&D on KPIs for the telecommunications sector

 JPMorgan Chase

— Management Incentives and Strategy; this report focuses on the alignment of
compensation structures with company strategy and identifies appropriate KPIs in 20
sectors
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KPI initiatives around the world

* PricewaterhouseCoopers

— For over 10 years, PwC invested significant resources in research into what creates
value in corporate reporting

— Donated IP to WICI in the form of industry frameworks, KPIs and XBRL taxonomies
 SEC Advisory Committee on Improvements to Financial Reporting

— Recommended that the SEC “encourage private sector dialogue, involving preparers,
investors (including analysts), and other interested industry participants, such as
consortia that have long supported KPI-like concepts, to generate understandable,
consistent, relevant, and comparable KPlIs....”

« WICl—Japan

— Working groups comprised of academic, business and government representatives
are conducting research and developing KPIs for the automotive, electronic
components and pharmaceutical sectors
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Why the interest on KPIs?

* Investors and other stakeholders understand that KPIs give evidence as
to how the company is being managed in the business environment

« Management uses KPIs for goal setting and for internal analysis and
feedback

 The fundamental transparency of a business would be greatly
increased if it shared KPIs with shareholders

« Studies have shown that greater transparency on the part of
corporations reduces the company's cost of capital
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Characteristics of KPIs

Source: The GAAP Gap, Peter Wallison, 2000 (attributed to Baruch Lev)

e Quantitative—to enable numeric presentation

e Standardized or standardizable—to enable
comparisons

e Relevant to users—some association with increase
or decrease In value
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Value creation and KPIs

Source:. Baruch Lev, University of Ferrara, October 2007
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Microsoft Investor Central Web portal

Company overview—KPIs
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Ricoh Group

Sustainability Report (Environment) 2008
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Changes in the Ricoh Group’s sustainable environmental management indicators
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The Ricoh Group's Sustainable Environmental | Results in .
Management Indicators (fiscal 2007) fiscal 2007 Calculation formula
REP: Ratio of Eco Profit 2.20 Total economic benefit (39.51) / Total environmental conservation cost (17.99)
. . [Total economic benefit (39.51) + Social cost reduction values (0.22+2.43)] /
REE: Ratio of Eco Effect 234 Total environmental conservation cost (17.99)
Eco Index 2,636.8 | Gross profit on sales (¥927,700,000 thousand) / Total environmental impact (351,831)
RPS: Ratio of Profit to Social Cost 151.0 | Gross profit on sales (927.7) / Total social cost (6.14)
* Monetary units are indicated in billions of yen unless otherwise indicated.
Sustainable environmental management indicators | Results in Calculation formula
of the entire product life cycle (fiscal 2007) fiscal 2007
REP: Ratio of Eco Profit 2.20 Total economic benefit (39.51) / Total environmental conservation cost (17.99)
. . [Total economic benefit (39.51) + Social cost reduction values (2.43+0.12)] / 3
REE: Ratio of Eco Effect 2.3 Total environmental conservation cost (17.99)
Eco Index 41.91 | Gross profit on sales (¥927,700,000 thousand) / Total environmental impact (22,137,468.7)
RPS: Ratio of Profit to Social Cost 2.4 Gross profit on sales (927.7) / Total social cost (386.58)
* Monatary units are indicated in billions of yen unless otherwise indicated. v
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