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Sustainabllity reporting — a value driven
effort that drives value!

Which are the drivers for sustainability reporting?
Is there a Business Case?

Lars-Olle Larsson
November 18, 2009
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Long before we had
a Framework for
Non-Financial
Reporting...

environmental

REPORT 1995
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HRH The Prince of Wales in his introductory speech to the
Accounting for Sustainability Forum, at St James™ Palace in
London mid December 2008:

Firstly, and most importantly, the huge increase in debt — in consuming today
and paying tomorrow.

Secondly, there has clearly been a degree of over-confidence in the ability of
market and regulatory systems to identify and mitigate the risks of this over-
consumption.

Thirdly, individuals and organizations have been incentivized to generate
short-term profits irrespective of their long-term sustainability.
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Do we live in an unsustainable world?

“Limits to Growth — The 30-Year Update”
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Running up for Copenhagen...

Sooner or later
carbon is going to
carry a cost for
companies and
Investors

Source: SAM
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The Business Case for CSR
- Prof. Lars G. Hassel
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Cost of Capital
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An Industry Sector Case Study - Automotive

EU requirement on new cars by 2012: 120 (130) gram CO2/km

Which brands are rewarded by consumers?

Which companies are rewarded by shareholders?

GM'’s market value, at 1.8 bn US Dollars, was less than 2 % that of Toyota
(Financial Times November 11, 2008).

All of GM’s continuing operations and assets are completely out of bankruptcy
and are now operating as an independent and separate company called
“General Motors Company”.
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Investor Information

General Motors Company (the “new GM”) currently has no publicly trades
securities. Please note that none of the publicly owned stocks or bonds issued
by the former General Motors Corporation (now renamed “Motors Liquidation
Company”), including its common stock currently traded on the Pink Sheets
over the-counter market under the ticker symbol “MTLQQ”, are or will become
securities of General Motors Company, which is an independent separate
company.
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EFFAS Key Performance
Indicators for ESG
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WWW.unpri.org
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Global Compact for Investors

1. We will incorporate ESG issues into investment analysis and decision-
making processes.

2. We will be active owners and incorporate ESG issues into our ownership
policies and practices.

3. We will seek appropriate disclosure on ESG issues by the entities in which
we invest.

4. We will promote acceptance and implementation of the Principles within
the investment industry.

5. We will work together to enhance our effectiveness in implementing the
Principles.

6. We will each report on our activities and progress towards implementing
the Principles.
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What difference are the Principles making in the world?

18 trillion US Dollars (15 perhaps today?)
— 10 % of Global capital markets* focus
greater attention on CSR issues
throughout the investment and corporate
sectors

Support investors as they become
Increasingly active owners

Corporate management will take more
Interest in extra-financial drivers of risk
and reward

PRI will contribute to improved corporate
performance on environmental, social and
governance issues

* Including all bonds, equities — all of the global
traded capital market
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Corporate Governance and Sustainable development -
Environmental Social Governance (ESG)

Corporate

Corporate

Social
Governance

Responsibility
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Environmental Social Governance, ESG
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The Business Case

Management and reporting of social and environmental performance, whether
as a response to calls for greater accountability or part of new strategies for
managing the intangible aspects of long-term business success, IS now
recognised as part of what constitutes a well-run business
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Context for The Role of Accountants

To be managed by our clients:  Supporting activities:

o Corporate policies « Information and reporting
e Supply chain pressure e Assurance processes

« Stakeholder engagement

e Voluntary Codes (Global
Compact)

e Indexes and ratings
e Taxes and subsidies
 Tradable permits

 Requirements and
prohibitions
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The Role of Intangibles — The Future of Reporting
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Benefits of Extra-Financial Reporting

Satisfy the requirement for increased disclosure and transparency from wider
groups of stakeholders

- Build trust and credibility

« The CSR performance of companies is increasingly under the scrutiny of
the financial sector which is evident with the success of the DJSI,
FTSE4Good Index, Socially Responsible Investment (SRI) funds and
mainstream investment Principles for Responsible Investment (PRI)

* Improves employee understanding and alignment with CSR and CG
objectives

» By acknowledging achievements and challenges and sharing best practise
- Creates financial and shareholder value and attracts investors
Assists decision-making and risk management

Provides bulk of response to CSR surveys
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www.globalreporting.org
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GRI is the "Standard”
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”..., GRI recommends the use of external assurance for sustainability reports in
addition to any internal resources.”
Source: Sustainability Reporting Guidelines (GRI G3 Oct 2006)
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Where is the value in the assurance of sustainability
activities/reports? Above all — Transparency!

www.fee.be
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Assurance on Sustainability
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Issued by The European Federation
of Accountants already in 2002!
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New Guidelines for external reporting by Swedish state- owned
companies

Adopted by the Swedish government on
29 November 2007

Requires that Swedish state-owned
companies present, from 2009,
Sustainability Reports for which an
independent assurance statement is
provided in accordance with GRI's
Reporting Guidelines
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ESRA’s purpose:
"to Inspire and improve sustainability reporting
In Europe by sharing developments of
European countries”

www.sustainabilityreporting.eu
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In the Public Interest!
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Lars-Olle Larsson
Partner, PricewaterhouseCoopers
Sustainable Business Solutions, Sweden

phone +46 709 29 39 83
e-mail lars-olle.larsson@se.pwc.com

© 2004 PricewaterhouseCoopers. All rights reserved. PricewaterhouseCoopers refers to the network
of member firms of PricewaterhouseCoopers International Limited, each of which is a separate and
independent legal entity. *connectedthinking is a trademark of PricewaterhouseCoopers.
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