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COMPANY BOARDS FAIL TO IDENTIFY KEY SOCIAL AND ENVIRONMENTAL RISKS

But major progress reported by international survey of top corporate sustainability reports.

Boards are failing to disclose to financial investors how environmental and social issues pose strategic
risks and opportunities for their businesses, according to an international review of corporate
sustainability reports by SustainAbility, the United Nations Environment Programme and Standard &
Poor’s. Risk & Opportunity: Best Practice in Non-Financial Reporting finds that only three reports of
the Top 50 assess the balance sheet implications of key environmental and social risks, despite this

information being increasingly important to analysts, investors, lenders, insurers and re-insurers.

The survey is SustainAbility and UNEP’s sixth international review of corporate environmental and
sustainability reports. But the 2004 survey is the first in partnership with Standard & Poor’s — and the
first to explore the link between credit ratings and the quality of companies’ governance and disclosure
of non-financial risks. Over 350 reports were submitted and 50 were selected by an international
independent expert committee for a full analysis. The top three overall are Co-operative Financial
Services (UK), Novo Nordisk (Denmark) and BP (UK). Over half of the Top 50 reports are new to the

survey and overall there has been a significant rise in sustainability reporting quality since 2002.

“Corporate governance is the hottest topic” says SustainAbility Chairman John Elkington, “but recent
scandals have meant most boards are focused on financial integrity issues — to the detriment of the
bigger picture of non-financial risks and opportunities. The good news is that the overall quality of non-
financial reporting has improved dramatically since our first benchmark survey, in 1994. Now the
challenge is to ensure leading companies integrate their financial and non-financial accounting and
reporting in ways that help analysts and rating agencies do their job properly. Most current attempts
are resulting in ‘Frankenstein’s Monsters’, stitched together from ill-marched parts, but 2005 will see

leadership companies setting new standards.”

“The early sustainability reporting pioneers are breaking new records and are being followed by
growing numbers of companies from all over the world,” said Monique Barbut, Director of UNEP’s
Division of Technology, Industry and Economics. “It is striking that 47 out of the 50 top reporters are
users of the Global Reporting Initiative (GRI) Guidelines. Without doubt, sustainability reporting is
moving mainstream,” she said. “It is now critical that financial reporting and sustainable reporting
become accepted as part of an integrated package.”
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Notes to editors:
1. Copies of the report Risk & Opportunity: Best Practice in Non-Financial Reporting are available to

download from www.sustainability.com

2. SustainAbility is a strategy consultancy and independent think-tank specialising in business risks

and market opportunities of corporate responsibility and sustainable development.

3. Headquartered in Nairobi, the United Nations Environment Programme (UNEP) is the agency in
the United Nations responsible for the environment. Its Division of Technology, Industry and
Economics (UNEP DTIE) in Paris works with business and industry to advance sustainable
consumption and production and corporate responsibility (www.uneptie.org).
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4. Standard & Poor's, a division of the McGraw-Hill Companies, is the world’s pre-eminent source of
independent financial information, analytical services, credit ratings, equity research, indices and
corporate valuations. Standard & Poor’'s Governance Services helps companies, investors, and
other stakeholders benefit from an improved understanding of governance standards and
practices. We provide governance evaluations and scores, customized research and governance
tools to issuers, intermediaries and investors globally.
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