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Developments
in sustainability

reporting

This is the 6th year we have completed in-depth
reviews of sustainability reporting by FTSE 100,
FTSE 250 and public sector organisations for
the Building Public Trust Awards (BPTA). This
process has served to underline that open,
accessible and integrated reporting on
sustainability performance is continuing to rise
up the communications agenda for the UK’s
more forward-thinking organisations.

I'm delighted to report that the profile of
sustainability reporting has continued to
increase; the new UK mandatory reporting
requirements being a key influencing factor.
The leaders in reporting are also articulating
broader understanding of their impacts, and
demonstrating how they are seeking ‘good
growth’ that blends societal and environmental
value with solid returns for investors in the case
of FTSE companies, or good value for public
money in the case of public sector entities.

The use of technology - specifically various
social media platforms — has increased and is
enabling companies to provide more context
and information on their performance, as well
as interact in real-time with their stakeholders.

Against this background, our assessment
process this year highlights three particularly
positive developments in the best
sustainability reporting.

‘There is a need for
all organisations
to keep innovating
and breaking new
ground.’

The first — reflected in our criteria for this year’s
awards — is an increasing focus on sustainability
impacts along the value chain, looking both
upstream and downstream and a consideration of
the future viability of the company in terms of
availability of natural capitals for example.

The second is the rising use of independent
assurance to lend greater credibility to
sustainability KPIs and performance reporting.

And the third is a greater emphasis on outcomes
rather than input metrics.

In both the private and public sectors, the
organisations exhibiting these qualities in their
sustainability reporting are setting a lead for
others to follow. Interestingly, this year we found
that some new players came to the fore in all
categories, while a number of the previous
pace-setters have been affected by other
companies catching them up and the leading pack
now being much larger. This underlines the need
for all organisations to keep innovating and
breaking new ground in their sustainability
reporting, and its link to core business

Alan McGill

Partner, PwC

1 The EU public real estate association (EPRA) has created Best Practice in reporting and accounting through wide-scale industry engagement — including sustainability reporting and

Sustainability Performance Measures: (http://www.epra.com/media/EPRA_BPR_2011_Sustainability.pdf
21CMM (International Council on Mining & Metals) — All ICMM members are required to implement the ICMM Sustainable Development Framework. This includes integrating a set of 10
principles and six supporting position statements into corporate policy, as well as setting up transparent and accountable reporting practices:
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Sector trends

This year we have seen certain sectors dominating
the BPTA for sustainability reporting shortlists:

* Real estate and construction companies made
up a significant proportion of the leading
companies in the BPTA sustainability process
this year (4 out of the 6 companies shortlisted
and 8 of the top 30 FTSE 350 companies).
Over the last few years FTSE 100 companies
such as British Land, Hammerson and Land
Securities and FTSE 250 companies like
Balfour Beatty, The Berkeley Group, Carillion
and Taylor Wimpey have all demonstrated
high standards in sustainability reporting.
Some of the key factors likely to have prompted
this improved reporting include ‘licence
to operate’, engagement with stakeholders
in planning processes and evidencing the
positive impact of developments at a local
level. Additionally, we have seen sector
specific industry guidance on reporting
emerge (EPRA).!

* The travel and leisure sector also demonstrated
high standards with 6 companies in the top
30 FTSE 350 companies. Despite good quality
disclosures none of the leading companies
made it onto the shortlists, which demonstrates
there are still improvements to be made.
Possible driving factors for high quality
disclosures include customer demand for more
responsible travel, EU policy changes in relation
to airline emissions and destination countries
demanding that their local economies,
people and environment are better managed.

Other sectors remaining in the leading
pack of those companies delivering high
quality sustainability reports include
companies in the retail and consumer,
mining and industrial products sectors:

* Inthe past 5 years we have seen companies
in the retail and consumer (R&C) sector come
to the forefront of sustainability reporting.
Marks & Spencer, Unilever and Kingfisher have
all either won or been shortlisted for a BPT
sustainability reporting award, and 3 of the top
15 FTSE 100 companies were R&C companies.
Influencing factors driving this include concern
for resilience in supply chains and brand
protection and differentiation.

e Some of the first companies to disclose
comprehensive sustainability reports were
mining companies; potential driving factors
include the use of public reporting as a
mechanism to engage with stakeholders
and maintain their license to operate and
increasing regulations. Reporting standards
have remained high; Anglo American, Xstrata
and New World Resources have all either won
or been shortlisted for a BPT sustainability
reporting award in the last five years and three
of the top 15 FTSE 100 companies this year
were mining companies. The introduction
of sector specific reporting guidelines has
also influenced how these companies have
prepared their reporting (International
Council on Mining & Metals).?

* Industrial products companies also featured
highly in the assessments this year (three of
the top FTSE 250 companies). Resilience,
their positioning in the supply chain of many
other leading organisations, and a desire to
demonstrate efficiency are seen as some of
the primary influencing factors on reporting.

The factors that appear to have driven high
quality sustainability reporting in these sectors
can apply to industries in varying ways; it is likely
that a combination of a wide variety of factors
have influenced company reporting. Another

key driver seems to be ‘first movers’ that are
pushing the agenda in their sector with peers then
following. What we have observed is that first
movers have learnt from leaders in other sectors.
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Top 30 FTSE 100 &
FTSE 250 companies
in BPTA
Sustainability
Reporting 2014

Real estate & 8
Construction

Travel & Leisure 6

Mining & Oil and gas3

Retail & Consumer 3

Industrial products 3

Business services 2

Banking & Insurance2

Infocomms 2

Utilities 1

Top 30 FTSE 100 &
FTSE 250 companies
in BPTA
Sustainability
Reporting 2013

Real estate & 6
Construction

Travel & Leisure 5

Mining & Oil and gas4

Retail & Consumer 4

Industrial products 3

Business services 3

Banking & Insurance2

Infocomms 2

Utilities 1
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Mandatory reporting on
sustainability matters

Globally, a significant proportion of sustainability
reporting is still completed on a voluntary basis.
Increasingly though countries are introducing
regulatory reporting measures on sustainability
matters and there is a gradual trend for companies
to provide more information on their sustainability
impacts within their mainstream annual filings.
This is fuelling investment in tighter controls, more
robust data systems and independent assurance.

The table opposite shows some of the reporting
initiatives driven by regulatory bodies and

stock exchanges in a number of countries.

This is fuelling investment within organisations
on innovative ways to better inform their
stakeholders, as well as investing in more robust
management information preparation, reporting
and assurance to build trust and confidence.

Sustainability Reporting tips 2014-2015

‘There is a gradual
trend for
companies to
provide more
information on
their sustainability
impacts.’

UK reporting regulations

Alongside the requirement for UK listed companies
to produce a strategic report, the Modern Slavery
Bill which is planned to come into force in 2015
will require certain companies to disclose what
they have done to ensure their supply chains are
free from slavery. It is also anticipated that the
European Directive on disclosure of non-financial
information will be transposed into legislation in
member states in 2016. The directive differs from
existing UK regulations in a number of ways:

* The scope will be extended beyond
quoted companies.

e It will require disclosures on non-financial
KPIs relevant to the business as well as anti-
corruption and bribery matters.

* For each area more specific information is
required including a description of the policies,
outcome of those policies, and the principal
risks related to those matters.

Disclosure on sustainability matters by the vast
majority of UK listed companies is currently
far beyond that required by regulations. As
reporting regulations become more prescriptive
companies performing well will have an
opportunity to differentiate themselves from
their peers. For those at the leading edge

of sustainability reporting new regulations
will be a trigger to revisit the quality of their
reporting. For those companies who find
themselves behind the curve, there will be
more work to do to bring themselves closer

to the standard set by the best reporters.



Northern Hemisphere

UK: Quoted companies are required to produce a strategic
report which includes information on annual greenhouse
gas (GHG) emissions, diversity and human rights under
the Companies Act 2006 (Strategic and Directors’ Reports)
Regulations 2013.

EU: The EU has recently introduced new reporting
requirements for large companies and listed companies
operating in the extractive industries under the EU
Transparency Directive. Specifically, the Directive
requires companies to report the payments they make
to governments in relation to their extraction activities.

EU: The EC Directive on Disclosure of Non-Financial
and Diversity Information (2013) aims to increase

EU companies’ transparency and performance on
environmental and social matters. These will require
disclosure of material environmental, social and
employee-related matters, including human rights
and anti-bribery and corruption. This will impact
certain large and public-interest companies
(approximately 6,000 companies in the EU).

France: Under Article 225 of French Law Grenelle Il (July
2010), listed companies on the French stock exchanges
are required to publish a range of social, environmental
and governance information listed in the decree and
have this data verified by an independent third party.

USA: In 2010, the US Securities and Exchange
Commission (SEC) issued Interpretive Guidance on
Disclosure Related to Business or Legal Developments
Regarding Climate Change. This provides guidance on
disclosure rules that may require a company to disclose
the impact that business or legal developments related
to climate change may have on its business.

Sweden: Companies administered (i.e. wholly or partly
owned) by the Swedish Government have been required
to present a GRI-compliant sustainability report annually
since 2009.

Denmark: In 2008, Denmark introduced regulation
requiring all large businesses to report on their CSR
activities i.e. existence and implementation of policies,
evaluation of the impact of initiatives and future initiatives.
Two topics — human rights and climate change — must

be included in reporting regardless of whether they are
included in disclosed policies.

Norway: Since 1998, Norwegian-registered companies
have been required to disclose their environmental

impacts and mitigation activities. Since April 2013, all large

companies are required to report on how they integrate
sustainability into their business strategies. Companies
that issue reports that comply with UN Global Compact
or GRI standards are exempt from this requirement.

Southern Hemisphere

Australia: The National Greenhouse and Energy
Reporting Act 2007 (the NGER Act) introduced a
national framework for reporting on greenhouse gas
emissions. In 2014 the Australian Securities Exchange
(ASX) updated requirements for companies to disclose
if they have material exposure to ‘enivonmental and
social sustainability risks’ and if so, identify how they
plan to manage and mitigate this risk.

South Africa: Under The King Code of Governance
(King Ill), all companies listed in the Johannesburg
stock exchange are required to produce a third-party
assured integrated report addressing governance,
strategy and sustainability.

India: In 2012, the Securities and Exchange Board of India
(SEBI) mandated that the top 100 listed companies submit
Business Responsibility Reports as part of their annual
reports. In 2014 SEBI also mandated that listed firms

must have one female director on the board.

Brazil: In 2012 BM&F Bovespa, the main Brazilian

stock exchange, announced sustainability reporting
recommendations for all listed companies. Electric utilities
companies are required to publish an annual sustainability
report under a regulation introduced in 2006. Since 2012,
in the states of Rio de Janeiro and Sao Paulo, companies
in selected industries are required to report Scope 1 and
2 GHG emissions annually.

Singapore: Under the Singapore Code of Corporate
Governance (2014), all listed companies are

required to consider sustainability issues as part

of strategic formulation. The Singapore Exchange
also recommends that listed companies issue

an annual sustainability report.

Malaysia: In 2007, Malaysia’s main stock exchange
introduced a regulation requiring listed companies

to disclose their CSR policies and activities in their
annual reports.

Hong Kong: From 2013 all companies on the Hong Kong
Stock Exchange are required to disclose their diversity
policy on a ‘comply or explain’ basis.

Sustainability Reporting tips 2014-2015 7




Driving factors behind
sustainability reporting

As discussed in the
previous section,
disclosures on
sustainability
matters made by
the vast majority

of listed companies
in the UK are more
advanced than what
is currently required
by regulations. This
is driven by demand
from a wide range
of stakeholders,
each with their

own interests

and agendas and

by the internal
benefits gained
from reporting.

The benefits of sustainability
reporting

The benefits can be both tangible and intangible.

The key benefits can be categorised as:

* Reducing costs: Some relatively straight-
forward cost savings can be achieved from
smarter and efficient consumption of natural
resources. Some evidence suggests that
employee morale and productivity increases
where organisations demonstrate good
corporate responsibility and company values.

* Competitive advantage: Companies that

understand the implications of sustainability to
their business models can use this information

to both enhance and develop new products and
services. For example (a) first mover advantage

and (b) reputational position in new and/or
growing markets.

* Access to capital and markets: There is
growing evidence of investors assessing
organisations’ sustainability performance
in the context of good corporate governance
and risk management. The transparency
of how (well) an organisation is addressing
sustainability builds trust with investors.
Additionally many public funds and public
development agencies have in place
sustainability policies that need to be
adequately satisfied in order to access their
funding. Sustainability performance has
been shown to improve brand and reputation,
and therefore the ability to attract investment
and enter new markets.

* Managing risks: Organisations face a variety

of sustainability risks along their entire supply

chain —for example some have regulatory
implications leading to monetary fines, others
have reputational impacts leading to loss of

customers or even loss of investors. Integration

of sustainability risks into the overall
governance architecture of an organisation
suggests that such organisations outperform
those that do not (Harvard Business

School review, November 2011).
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Demand from stakeholders

Companies are responding to the demand for
transparency by providing credible and reliable
information on the economic, environmental,
social and governance issues that matter most
to them and their stakeholders.

The table on page 7 shows the broad range of
typical stakeholders that are interested in an
organisation’s performance and the specific
aspects they characteristically focus upon in
sustainability reporting.



‘How are companies managing risks
and creating opportunities.’

Investors and analysts

‘Judging the impacts of the products
and services they buy.’

Consumers

EEEpERS
U0 gy gy | F:g" -y

‘Scrutinize company activities and
corporate behaviour.’
NGOs and activists

‘Understand how their suppliers are
managing risk.

Customers

‘Concerned about finding employers
who share their values.’

Employees

‘Obtaining insight into the issues
that their customers prioritise.’
Suppliers

‘Understand how the company
is managing local impacts at a
corporate level.

Local communities

‘Ensuring compliance with regulations
and good governance.’

Policy makers and regulators

Sustainability Reporting tips 2014-2015 9



<IR> is a concept that has been evolving for a
number of years with the objective of presenting a
more holistic view of a business — shifting from the
current financial orientated reporting model. The
International Integrated Reporting Council (IIRC)
established a pilot programme to develop and test
the principles, content and practical application

of <IR>. A guiding <IR> Framework was
released by the IIRC in December 2013, following
extensive consultation and testing by businesses
and investors, including the 140 businesses and
investors from 26 countries that participated in
the Pilot Programme.! The <IR> Framework sets
out at a high level the key content elements and
principles for an integrated report, all of which are
underpinned by the fundamental concepts

of different ‘capitals’ and value creation.

There is a common misunderstanding about the
true meaning of <IR> amongst those not familiar
with the Framework; that it is about incorporating
sustainability matters, such as environmental

and social data into annual reports. This is not
the case, the core components of good integrated
reporting are: strategy, business model, long-
term viability, financial performance and risk
management — sustainability matters align with
and should be considered in the context of these
components.

There is a distinct overlap between the UK
requirements to prepare a strategic report and the
<IR> framework. The UK’s Financial Reporting
Council (FRC) explicitly references the <IR>
principles in its guidance on the strategic report
and has commented that applying this guidance
should result in reporting that is consistent with
the IIRC Framework. Like the IIRC, the FRC is
also encouraging ‘experimentation’, ‘innovation’
and future-oriented reporting.

The key content elements of both are focused
on strategy, business model, risks and KPIs.

Our review of reporting practices of the entire
FTSE 100 (see link) as well as the global Pilot
Programme network illustrate that most of the
companies reviewed included information on
these critical elements. However our review also
illustrates that companies are still struggling with
the challenge of integration i.e. presenting a clear,
coherent and connected picture of the business
that links these elements. For example whilst
99% of the FTSE 100 (95% of pilot programme
companies) report their strategic priorities, only
39% (35%) clearly align them to their KPIs2.

There are some differences that set integrated
reporting apart from the current UK regulatory
model around the principles underpinning the
<IR> framework, namely:

e Taking a medium to longer-term perspective
to reporting;

* Consideration of dependencies on critical
resources and relationships across the
value chain;

* Appreciation of both financial and operational
performance and a wider appreciation of what
constitutes corporate success; and

* Connecting the interaction of operational
performance and financial outcomes through
ajoined up process and team.

It is clear that the UK’s Strategic Report and
Integrated Reporting share the same DNA but
few companies in the UK have published an
‘Integrated Report’. This could be attributed
to a focus on compliance with the regulatory
changes or fear of external challenge from
those looking for compliance with the more
detailed <IR> framework.

Through a supportive regulatory environment
there are more companies in the UK on the
journey towards integrated reporting than

is currently suggested. But the key for those
continuing on this journey is to take a longer-term,
broader, more operational perspective that will
challenge how companies think, operate, monitor
and report performance in a connected way.

1IIRC http://www.theiirc.org/international-ir-framework/

2 PwCreview of reporting practices: http://www.pwc.com/gx/en/audit-services/corporate-reporting/integrated-reporting/index.jhtml
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Figure 1: The International <IR> Framework
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Source: IIRC, December 2013

<IR> is now gaining considerable global
momentum and is leading to a range of
internal benefits:

* 92% say it has improved understanding
and articulation of value creation;

e <IR> istriggering better ways of assessing
and measuring performance, with 84%
reporting that data quality has improved;

*  79% are already finding that
business decision making has
improved, which is attributed to
changes in management information;

* 91% have seen an impact on external
stakeholder engagement and 96% have
seen an impact on internal engagement
through breaking down silos and increasing
understanding between departments;

*  68% report better understanding of risks
and opportunities, in particular those
with long-term implications; and

e 78% see better collaborative thinking by
the board about goals and targets.

Source: IIRC and Black Son Plc, 2014, ‘Realizing the benefits: The
impact of Integrated Reporting’ — A survey of 66 organizations as
part of the IIRC Pilot Programme.

Benefits of <IR>

Organisations participating in the IIRC’s pilot
programme report a range of benefits from <IR>
including the ability to obtain better information
which can be used to make better decisions.

For external stakeholders such as investors and
analysts, integrated, long-term thinking and

the subsequent reporting helps inform decisions
on the long-term viability of companies. In the
results from our latest global survey of investment
professionals, 80% stated that reporting quality
impacts their view of management quality, and
63% agreed that disclosures on risk, strategy and
other value drivers can have a direct impact on a
company’s cost of capital.®

Increasingly, individual stock exchanges are
looking to integrated reporting as a way of
enhancing transparent quality communications
between business and investors. The Deutsche
Boerse, Singapore Stock Exchange, Tokyo Stock
Exchange and Johannesburg Stock Exchange
are members of the council for the IIRC pilot
programme themselves.

‘It is clear that the

UK’s Strategic
Report and
Integrated
Reporting share
the same DNA.

3 PwC Global survey of investment professionals, September 2014: http://www.pwc.com/gx/en/audit-services/corporate-reporting/publications/investor-view/investor-survey — edition. jhtml
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<IR> and impact measurement

The number of companies trying to understand
how they measure their wider impact and use
of the ‘capitals’ has increased in the last few
years. Significantly three of the four companies
shortlisted for the BPT Award for Excellence in
reporting in the FTSE 100 this year quantified
their wider impact on society as a way of
supporting their license to operate and the
sustainability of their business model, compared
to only one company in the 2013 shortlist.

This new trend is moving quickly as companies
recognise the value in more integrated thinking
and reporting.

The focus areas of impact measurement
assessments vary depending on the issues that are
most material to the company (which depends on a
number of factors including sector and geography).
Typically this includes one or more of the following
broader impacts: tax, economic, environmental
and social. Focusing on material issues is key to
identifying and understanding the issues which
can have the greatest potential impacts.

The benefits of impact measurement
By measuring broader impacts, businesses can
better understand the total impact they have and
how their decisions deliver growth that reflects
the needs of society and the environment, as well
as the investor.

Business generates and destroys value beyond
profits and shareholder dividends, value that often
is missed, not taken into consideration in decision
making or not reported on. For example, all
businesses have impacts on society, whether it’s
through their use of natural resources to generate
products or provide services; the benefits they
bring to the communities in which they operate;
the employment opportunities they provide or
their contribution to the public finances. Some of
these impacts are positive and some negative.

Emerging impact measurement techniques go
beyond understanding the relationship between a
business’ inputs and activities, and its outputs, to
explore and quantify its longer term outcomes and
associated impacts.

The financial reporting model remains the bedrock
for all company analysis. However, financial data
isn’t the only information that stakeholders and
companies need; it is understood that a broad
information set is critical to understanding
business performance. In our 17th Annual Global
CEO survey, 74% of CEOs told us that measuring
and reporting their total (non-financial) impact
contributes to their long term success.!

Integrating and understanding the broader
impacts of an organisation in this way will

make for a more progressive reporting model.
Ultimately, a total impact approach will mean
that decisions made by business are based
firmly on a more complete picture of impact

and performance. It’s likely that this additional
management information, used to support
decision making, will be valued in reporting too.

1 PwC Global CEO Pulse Survey, June 2013 (187 respondents): http://www.pwc.com/gx/en/sustainability/ceo-views/sustainability-perspective.jhtml
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Figure 2: Measuring value - building on the current model

The system underpinning today’s Growing demand for a broader Analysts’ decisions based on

decision making set of information results and shareholders demand
more accountability

Outputs Integrated reporting _} Accountability
A

Feed into integrated reporting

A
K Total impact measurement and

Management accounting management

A A

Run your

Book keeping Data collection RICIHESS

A A

A A Wide range of metrics covering

environmental, social and

Figure 3: Measuring what matters

Traditional financial reporting Total impact measurement

Input Outcome Impact

What resources Output What has changed How much of that Value of impact
have been used for What activities as a result of the outcome is attributable What is the value
business activities? : have been done? ! business activities? ! to the business? ! of impact?

Example

£20,000 invested in delivering 100 supplier employees trained Improved practical knowledge Fewer injuries as a result Cost savings associated with

supplier employee training on health and safety policies of health and safety policies of training fewer injuries e.g. reduced
and procedures and procedures; safer working medical costs and production
procedures; safer working losses
practices implemented
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Key elements of
sustainability reporting

The diagram outlines
our framework for
accessible and effective
sustainability reporting.

Sustainability
reporting -

key elements

Sustainability
reporting -

the building blocks
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Strategy -

‘Live it breathe it’

Describe sustainability strategy over
the short, medium and long term.
Demonstrate how this is integrated
in your core corporate strategy.

KPIs and targets -

‘What gets measured, gets done’
Identify KPIs which are directly relevant to
your sustainability strategy. Set and review
your performance against challenging but
realistic targets.

Elements

Suyooud auninyg,
A111qD14 2uNINg

Materiality -

‘It’s a material world’
Demonstrate an understanding of the
material sustainability issues relevant to
you and your key stakeholders.

Risks and opportunities -
‘Snakes and ladders’

Explain the key strategic risks and
opportunities arising from the sustainability
agenda. Explain the relevance and implications
of each and how they are managed.
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B~)} Business overview

' Set the scene

Provide an overview
Of the reports we reviewed: of your business Example
and the market Tay]()r Wimpey p]c
environment in Corporate Responsibility Report 2013
which you operate Page 2: Business overview
to contextualise
your reporting for

Business overview
the reader.

Taylor Wimpey is a national developer operating at a local level from
24 regional businesses across the UK. We also have operations in Spain.
Our regional operations
North

Our North Division covers Scotland, the North East, the North
West and the West Midlands.

Completions* (%) Average seling price

Describe the company’s key business activities
(FTSE 250: 100%)

South
oo by i . ‘Our South Division incorporates our businesses in the East,
. n South West and Wales, and South East mchﬁdmg .London
Key ﬁndlngs: ‘Completions™ (%) Average selling p;z:«
* The most effective reports provide an Competons wersgosassoutos e 7,042
introduction to their business activities in 11,696 315
their Sustainability Report in order to give £191k 70,628.... M

the reader an understanding of their
activities and operations.

Proportion of continuing Group revenue

Spain Housing

We build high-quaty homes
in popuiar locations.
Overview »
- We have operations on the

Costa Blanca, Costa del Sol

and the island of Malorca.
~ We buid high-quality homes

that appeal to both foreign

and Spanish buyers.

Tips to make your reporting more effective: . S ———

¢ In this introduction, these companies link
sustainability to their core business activities.

* Provide an overview of your business and the
market environment in which you operate to
contextualise your reporting for the reader.

Example

Royal Mail plc

Corporate Responsibility Report 2012-2013
Page 4-5: At a glance

e Present your operations and your value
chain in a concise 1-2 page overview,
introducing the reader to your company.

* Think carefully about where sustainability LAY

sits within your business and highlight
these areas.

E 7 mLion
ﬁ 115,000

Source: Taylor Wimpey CR report 2013, http://asp-gb.secure-zone.net/v2/index.jsp?id=624,/2128/8573&Ing=en
Source: Royal Mail CR Report 2012-13, http://www.royalmailgroup.com/sites/default/files/2012-13_RMG_CR_Report_online_final.pdf
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Strategy

Live it, breathe it

Clearly describe
your sustainability
strategy over the
short, medium
and long term.
Demonstrate how
this is integrated
into your core
corporate strategy
and permeates
throughout your
business.

Of the reports we reviewed:

‘ 91% } 43% }

Disclose their
sustainability strategy
over the short, medium
and long term.

(FTSE 250: 49%)

Have a separate
sustainability strategy.
(FTSE 250: 87%)

Of the reports we reviewed:

* The most effective reports clearly lay out the
company’s sustainability strategy over the
short, medium and long term and how it fits
into their core strategy. Sustainability risks
and opportunities are highlighted and are
linked to the strategy.

* Additionally, these reports clearly show how
sustainability permeates through the
business, e.g. through a network of
sustainability champions, provision of
sustainability training or using relevant
management systems.

Tips to make your reporting more effective:

* Clearly describe your sustainability strategy
over the short, medium and long term.
Demonstrate how this is integrated into your
core corporate strategy.

* Demonstrate how your sustainability
strategy is aligned with your core objectives.
Develop a long-term sustainability vision
including an action plan and milestones.

* Report on the systems or structures within
your business which allow sustainability to
permeate throughout, e.g. by setting
department-specific targets or linking
sustainability to remuneration.

Example
TUI Travel plc
Sustainable Holidays Report 2013

Page 4: Our sustainability strategy

€ HOLIDAYS p,
s AN 25,
o

PAING T,

USTOMER DRIy,

VALUE pRIVER

Example
Kingfisher plc
Net Positive Report 2013/14

Page 5: Our business model

OUR BUSINESS
MODEL

Customers.
DFM

Products.

Strategy: Creating the Leader

Improve, modernise and expand
for long-term success and to Maximising
become Net Positive: sales

BETTER HOMES, v
BETTER LIVES

Reinvest )

Minimising
ts

" cost
Value for the business:

Brand preference Sy
Cash retained for a strong
balance sheet
“Licence to operate'long term

cost
productivity

Value for society:
Creating employment and
brighter future for our people,

Relevant, better, sustainable
‘and affordabie products
‘and services

y
commitment to return surplus

‘communities

»Creatinga cenca o perateong e » Craating brand proorerce.

% To view and download the business model go to

Source: TUI Travel Sustainable Holidays Report 2013, http://www.tuitravelplc.com/system/files/susrep/ TUI-Travel-PLC-Sustainable-Holidays-Report-2013.pdf
Source: Kingfisher Net Positive Report, http://www.kingfisher.com/netpositive/files/reports/cr_report_2014/2014_Net_Positive_Report.pdf
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KPIs and targets

‘What gets measured, gets done

Of the reports we reviewed:

Disclose sustainability
KPIs related to each
material issue.

(FTSE 250: 84%)

Have targets that are
specific and
measurable.

(FTSE 250: 60%)

85%

Show linkage between
KPIs and financial
implications.

(FTSE 250: 33%)

Of the reports we reviewed:

* The most effective reports disclose a range
of sustainability KPIs that are relevant to the
company’s business and directly link to its
material issues and sustainability strategy.

* These reports set short and medium-term
targets for material KPIs and disclose their
progress against these.

Tips to make your reporting more effective:

e Identify and report on KPIs which are
directly relevant to your sustainability
strategy. Explain why they are relevant and
how they are defined.

* Set and review your performance against
challenging but realistic mid - to long-
term targets.

* Ensure all targets are specific and measureable.

* Disclose reasoning behind targets and steps
as to how these targets will be achieved.

Identify KPIs which
are directly relevant
to your sustainability
strategy. Explain why
they are relevant and
how they are defined.
Set and review your
performance against
challenging but
realistic targets.

Example

Aviva plc

Our Wider Impact Report 2013

Page 3: Key Performance Indicators

2010 2011
Community development

Amount of community investment £11.4m  £12.4m

9% of investment in Aviva Street to School 52%  54%
% of employees who feel that Aviva does agood 6% 76%
job of contributing to the communities in which

we live and work

% of employees participating in volunteering* 7% 20%

Number of employee hours spent volunteering* 57,250 60390

2012

£11m

58%
76%

18%

56,357

2013

£6.2m

52%
75%

27%

41,223

Year-on-year target

Total community
investment at/above
previous year

50% of cash donations

Increase from
previous year

Increase the % of
eemployee participation
in volunteering
Increase the number
of employee
volunteering hours.

Change
over year

(44)%

(®)%
%

9%

@n%

Example

The British Land Company plc
Corporate Responsibility Full Data Report

2014

Page 4: Performance Data - Environmental -

Overview

1. ENVIRONMENTAL SUMMARY (PART 1)

SUSTAINABILITY RATINGS 2013/14

% of developments on track to achieve BREEAM 9%

Landlord-influenced energy use across our like-for-ike
portfolio (MWh)

EPRA 3.1: Enrgy consumption from electricity (MWh) 163,406
EPRA 3.2: Energy consumption from district heating 289
and cooling (MWh)
EPRA 3.3: Energy consumption from fuels (MWh) 28826
Energy use - developments (MWh) 4107
EPRA3.4: Buiding energy Offces 25675
intensity (KWh per m?)
Shopping contros 4912
Retail parks 886
EPRA 3.4: Buiding energy Offices 6,160
intensity (KWh per workstation or
10,000 visitors) Shopping centres 1,564
Retai parks 207
% energy efficiency of new dovelopments against 30%

rolevant Buiding Regulations

100%

Excellentfor offices and Excelent or Very Good for
| FinanciaL 2014 201203 201112
Environmental cost savings across our existing portfolo £2623,000 £2,052,000 £1292,000
Environmental investment £1645,000 £1,518,000, £076,772
 Carson 2013na gz
Like-for-ike Scope 1 and 2 emissions (tonnes COze) 19,624 21,158, 30819
EPRA 3.5: Direct (Scope 1) greenhouse gas omissions 6953 6604 5581

(tonnes

EPRAS 2 and 3) graonhouse gas 89,993 97,420, 105,610,

EPRA3.7: Gree Offcos 013 01 016

intensity from b

Tormen o0 b Shopping centres 003 003 003
Rotail parks 0005 0005 0005

| eneray use ano iNTensiTY 20114 201203 201112 Scope
47992

466781

27127
99)
42142,

50819 55,059 45145
174246 191,168 466781
w9 135 n
30,084 25918 56163,
5205 6620 3934
27469 30741 2727
57.75 5636 o)
1015 1068, w22
6324 6744 232
2107 2678 o)
a1 32 1
2% 20% 341

Source: Aviva CR report 2014, http://www.aviva.com/corporate-responsibility/
Source: British Land CR Data Report, http://www.britishland.com/~/media/Files/B/British-Land/downloads/2014/corporate-responsibility-full-data-report-2014.pdf

18 Sustainability Reporting tips 2014-2015




Balanced view

‘The good, the bad, and the ugly

] Present information
Of the reports we reviewed: in a balanced and Example

transparent fashion. FirstGroup plc

Celebrate success, 2014 Corporate Responsibility

but a_lso avoid . Page 20: Valuing our people -
glossing over negative  progress against targets
sustainability impacts

f What we said we'd do ‘What we did
Or poor per Orl l lance Establish an action plan to /An action plan has been developed and approved which includes launching
. progress towards our goal our new equality, diversity and inclusion policy (and supporting framework),
a galnst targe ts. of buiding and sustaining setting out diversity and inclusion priorities for each of our divisions, and running
a workforce that is broadly employee focus groups in the UK to collect views of the employee experience
E l b h d representative of the at FirstGroup.
Xplain wnere an commurities we serve
hOw im rovements Qur aspiration is that by 2015, As stated in our Annual Report and Accounts, with the appointment of Imelda
p at least 20% of Walsh, towards our aim to raise the proportion of women on
. are held by women our Board (subject to her election by shareholders at our AGM in July 2014).
Wlll be made‘ Implement our new performance This programme of work is underway and all areas of the business will go live
and capability development ‘with the new process and approach in April 2014. Support and training will
PrOCess aCross Our Supenvisory embed the approach throughout the year.
and management groups
Re-survey the Group in 2013/14 In 2013/14 we conducted pulse surveys (taking a sample of employees) across
to measure progress made all divisions, and a full census survey for UK Rail and Group employees in order
since our initial 2010 employee to measure the progress made since our last full Group-wide survey in 2010.
engagement survey In mid-2014 we will conduct a full census survey across all divisions.
Provide advice that allows 'We have improved access to wellbeing campaigns across all divisions, with
employees to improve their better communication of events and wellbeing champions in place in many
i H wellbeing at work of our businesses.
Explain poor performance against targets and
. Maintain driver turnover below ‘With driver turnover for 2013/14 at 13.6% we have achieved our target.
outline plans to address poor performance. 15% in UK Bus Muchof tis s dueto ncreasing levels of employee engagement n UK Bus
through our Better Journeys for Life strategy, as well as ongoing investment
(FTS E 2 50 - 56 %) in leadership development for our managers.

Of the reports we reviewed:

.. . Example
» Top reporters reveal positive and negative

performance and progress against targets. The Royal Bank of Scotland Group ple

Our financing of the energy sector in 2013
* They explain the reasons behind poor

performance and how they intend to address
shortfalls, and set more challenging targets

Page 10: Mapping lending exposures with
carbon intensity

when their performance exceeds expectations. 9. Mapping lending exposures with carbon intensity
Energy clients who have high CO.e emissions relative The data for both sectors shows that there is a
. . s o their turnover (i. are carbon intensive) pose correlation between high lending exposures and lower
TlpS to make your reportlng more effectlve N enhanced environmental, social and ethical risks. The than average carbon intensity. By tracking this data
charts below show our lending exposures to our top 25 over time we are able to analyse the carbon risks in
Power and Oil & Gas clients compared to their carbon our lending and trends in our clients’ approach to
e Present information in a balanced and intensity, and the industry average. managing their emissions.
transparent fashion Carbon intensity vs. lending exposure:

RBS Top 25 Power clients

R4

* Celebrate success, but also avoid glossing
over negative sustainability impacts or poor
performance against targets. Explain where
and how improvements will be made.

| Industry average

Dec 2013 Total committed lending

exposure (Em)

A
0 2000 ‘Aﬂﬂﬂ 6000 8000 10000

e Ifyou reach targets ahead of set deadlines, cttcatn arty tores Ot
think about setting more challenging targets Carbon ntensity va lending exposure:
going forward. |

* Acknowledge the negative and/or positive
impacts of direct operations and report how
this has informed your strategy.

Dec 2013 Total committed lending
-

exposure (Em)

%0 1200 1500 1800 2000

liont carbon intensity (tonnes CO,e/$m)

Source: First Group CR report 2014, http://www.firstgroupplc.com/~/media/Files/F/Firstgroup-Plc/signpost-documents/corporate-responsibility-report.pdf
Source: RBS Energy Financing Report 2013, http://www.rbs.com/content/dam/rbs/Documents/Sustainability/Energy_Financing_Report_2013.pdf
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A Risks and opportunities

l Snakes and ladders

Of the reports we reviewed:

92%

Disclose a narrative section on
sustainability risks.
(FTSE 250: 93%)

risk mitigation.
(FTSE 250: 78%)

Of the reports we reviewed:

* The ‘best in class’ reports have clearly laid out
their sustainability risks and opportunities.

e They clearly show how risks will be
mitigated and opportunities maximised and
how this aligns to the sustainability strategy.

* These reports highlight risks and
opportunities which are specific to their
industry or sector and highlight how
opportunities help them on their
sustainability journey.

Tips to make your reporting more effective:

e Draw out and explain in detail the key
strategic risks and opportunities arising from
the sustainability agenda.

» Explain the relevance and implications of
each risk and opportunity as it relates to your
organisation and the actions put in place to
mitigate risks and maximise opportunities.

20 Sustainability Reporting tips 2014-2015

81%

Describe their approach to

91%

(FTSE 250: 69%)

Draw out and
explain in detail the
key strategic risks
and opportunities
arising from the
sustainability
agenda. Explain
the relevance and
implications of each
as they relate to
your organisation
and the actions put
in place to mitigate
risks and maximise
opportunities.

Disclose a narrative section on
sustainability opportunities.

91%

Describe their strategy to
maximise key sustainability
opportunities.

(FTSE 250: 53%)



Example

Carillion plc

Sustainability Report 2013

Risk and opportunity

Example

Taylor Wimpey plc

Corporate Responsibility Report 2013

Page 10: Risk and opportunity management

BUILDING A SUCCESSFUL BUSINESS

nentrtion and cer ability to delver on contracs

#vough flexible working and Heakh Live Sadery’
campaign

dverse employee base

peien of skied s

+ Using the Carlion Leadership Programme it 4 ppelre
for hture leadership talent

LEADING THE WAY WITH OUR CUSTOMERS AND SUPPLERS

©

Key sustainability and climate change risks and opportunities that we focused on during 2013 include:

of the Localism Act and the
National Planning Policy
Framework (NPPF).

Taylor Wimpey website for our proposed developments.
Integrated sustainability and NPPF requirements into new
planning guidance documents and provided training for
relevant employees.

Key risk Progress in 2013 O
Planning risk as policy Continued to develop our extensive community engagement Industry leadership in
changes with the introduction programme and introduced community pages on our planning and community

engagement could help us
to win competitive tenders,
secure planning consents
and obtain the approval of
local communities.

Increasing energy and
carbon costs as well as
waste to landfill costs.

Undertook a review of supply chain resource efficiency which
will be completed in 2014. Developed new energy-efficient
specifications for show homes and sales areas, and guidelines
for new offices. Launched our ReUSE soil sharing programme
across all regional business units and continued to maintain
effective site waste management processes.

Reduction in energy
use and waste to landfill
could result in significant
cost savings and
environmental benefits.

Rising cost of meeting
changing sustainability
regulatory requirements.

Continued to undertake ongoing research and development,
including analysis of upcoming regulation. Completed a detailed
investigation into using solar farms and started to review forestry
as possible Allowable Solutions, which allow homebuilders to
offset a proportion of carbon emissions off site.

Competitive advantage
through providing
products that meet
building regulations in the
most cost-effective way.

Failure to meet customer
service and build quality
expectations, necessity
of undertaking expensive
remedial action.

Maintained HBF's five-star ranking for customer service and
provided improved customer information on our website. In
2013 we started a wide scale review of our customer service
in all regional business units. Increasing customer satisfaction
will be a clear priority for us in 2014. Continued to deliver our
Sales Academy training programme.

Satisfied customers
improve our reputation
and the high-quality,
aspirational homes and
communities that we build
appeal to new customers.

Recruiting employees
with inadequate skills or
in insufficient numbers,

Focused on learning and development as a key area in 2013.
Continued with existing and introduced new training initiatives,
including a new site management apprenticeship programme

Our employees are our
greatest asset. Having
great teams improves

dangerous places. Unsafe
practices by our employees or

to cause serious injury or death.

subcontractors have the potential

Health, Safety and Environmental Management System to
reflect changes in legislation, controls and best practice.
Maintained our focus on training, delivering an average of
4.7 days of formal HSE training per person to site operational
staff. Engaged with and provided training to subcontractors
with regard to safety.

or not being able to retain and a Production Academy. Started to develop a Technical our business success.
key staff. Academy and provided an average of 2.7 days training per

monthly salaried employee.
Building sites are inherently Continued to frequently review and update our comprehensive  Health and safety at

Taylor Wimpey is the
non-negotiable top
priority. We will not
compromise in ensuring
that everyone leaves our
sites safe and well.

Example

The Berkeley Group plc

Sustainability

Risks and opportunities

Key Risks Financial impact Management approach

local f gaining planning ichi .
same area -

communities

Failure to gain planning appeoval Commitment to apply Berkebey's Community Engagement

St 2 cation
Failure to meet expectations ke o evary planning apolice

# hares in poarly
o Continuing to. inabi f our
y 4 Fi sl Management approach
Highar s falron. ‘cumm
Creation of new successful
places value of duseto th Iof - : ; X -
p Using our y to i planning
the location
" and delivery of our places
Communities chalning il ith the Consi Sche:
area
Developing a highly skilled A highly skilled and h i Provide health ity training for
woikdance productive employees

Wk i Positive reputational benefits

Inwest £2 millian by May 2014 to support young peaple and their
society it i

o of running the ¥

Source: The Berkeley Group, http://www.berkeleygroup.co.uk/sustainability/governance-and-management/risks-and-opportunities
Source: Taylor Wimpey CR Report 2013, http://asp-gb.secure-zone.net/v2/index.jsp?id=624/2128/8573&Ing=en
Source: Carillion Sustainability Report 2013, http://sustainability2013.carillionplc.com/our-business/governance-sustainability-management/risk-opportunity.html
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Materiality

' It’s a material world

Of the reports we reviewed:

Explain the process the company uses
to identify its material issues.
(FTSE 250: 53%)

Of the reports we reviewed:

* The top reports clearly identify their material
issues, usually through a materiality matrix.

* They disclose the process which they went
through to determine material issues and which
stakeholders were involved in this process.

Tips to make your reporting more effective:

* Report which issues your business has
deemed to be material and the process
that was undertaken to define these issues.
Disclose the frequency by which this process
is revisited.

¢ Illustrate which stakeholders were involved
in your materiality process.

* Focus your reporting on issues
deemed material.

Demonstrate an
understanding of
the sustainability
issues relevant

to you and your
key stakeholders;
report only those
of material
importance.

Example

United Utilities Group plc

Corporate Responsibility Report 2013
Materiality Matrix

Very High

> Improve raw water qualty

4/Business Plan 2015 10 2020
inable financial prformance”
> Chang ta

High

Medium

Level of current to stakeholders

Low

Low Medium High Very High

Example
Centrica plc
Corporate Responsibility Review 2013

Page 41: Managing corporate responsibility

Importance to stakehoiders

Source: United Utilities CR Report 2013, http://corporateresponsibility2013.unitedutilities.com/documents/Materiality_Matrix2013.pdf

Source: Centrica, http://www.centrica.com/index.asp?pageid=1073
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' <)) Financial incentives

‘Cash is still king

Illustrate how

Of the reports we reviewed: your sustainability ~ Example
strategy has had WPP plc
\ an impact on the Sustainability Report 2013/2014
bottom _hne‘ Ident_lfy Page 16: The impact of our work
5 3 O/ 1 7 0/ and define potential
0 o means O-f maximising 8 Clients looking to WPP companies for advice and insights
economic benefits on sustainability.
goin g forward ® Specialist sustainability offers developed across
: WPP companies.
8 Clients who engaged with us on sustainability worth
Disclose the financial Disclose the financial glaobillions
significance of key significance of key 8 Webinars, events and briefings used to build sustainability
q - A . q knowledge in our companies.
sustainability sustainability risks.
opportunities. (FTSE 250: 27%)
(FTSE 250: 40%)
................................................................................................. £1.26bn (@
Revenue from clients who engaged
Of the reports we reviewed: pilite e Sustaabiity
e The top reports disclose specific
financial figures related to sustainability
risks and opportunities.
. Example
* They discuss how the company plans to P
maximise economic benefits, and minimise Spirax-Sarco Engineering plc
risk, related to sustainability. Annual Report and Accounts 2013
Page 50: Our business
Tips to make your reporting more effective: - :
Financial performance
* Provide specific figures tied to savings or
income for sustainability-related activities. Sales from energy management products £m
. . . 2013 [
* Disclose costs or losses, including i
potential costs or losses, related to ot over 30% growth
sustainability performance. AT
2009
While many of our products and services aid effective energy
management, we have identified a specific range as falling within
the energy management sector of our marketplace (see page 8).
These include our metering products, boilerhouse products, heat
Example transfer packages and energy services. e recognise a direct link
between the sales of energy management products and three of
Johnson Matthey plc our strategic objectives: deliver solutions to reduce energy usage;
grow market share and achieve sustainability. As a result of our
Annual Report and Accounts 2014 strategic focus and investments, during the last five years sales of
Page 10: Our business oug energy management products have increased by more than
30% at constant currency.
Salon by Aroa of Boneficial Impact 170 Our energy management products form a core component of
- many of our engineered solutions. During the last five years we
have invested in R&D to enhance existing energy management
products and to develop new, unique energy recovery packages,
ensuring that we deliver effective solutions to our customers.
We have been able to grow our market share through widening
our range of products, including energy metering and heat
recovery packages, which have contributed meaningfully to our
sales growth.

Source: WPP SR, http://www.wpp.com/wpp/cr/sustainability-report-archive/
Source: Spirax Sarco AR, http://www.spiraxsarcoengineering.com/pdfs/reports/2013-annual-report.pdf
Source: Johnson Matthey Annual Report 2014, http://www.matthey.com/documents/pdfs/2013_14/annual-report/jm-ar-2014.pdf
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Value chain impacts

The great beyond

] Consider relevant
Of the reports we reviewed: extended upstream
and downstream

value chain aspects

of your business

in order to take
75 % 83 % account of all its

environmental,

social and economic

impacts, both

Consider impacts in the Consider impacts in positive and
upstream value chain. the downstream value negative.
(FTSE 250: 78%) chain. (FTSE 250: 89%)

Of the reports we reviewed:

e The top reports consider both upstream
and downstream impacts in their materiality
assessments.

* They disclose both negative and positive
impacts across the value chain.

Tips to make your reporting more effective:

* Consider the entire value chain when
assessing and reporting on your material
issues, e.g. the downstream impacts of
your products (e.g. water use by consumers
related to your products) and services and
the upstream impacts of your supply chain
(e.g pollution from mining activities).

e Report on the material impacts across your
value chain, both positive (e.g. employment)
and negative (e.g. resource use or pollution)
and strategies in place to minimise or
maximise these.

* Include impacts in relation to all relevant
non-financial capitals, e.g. intellectual,
human, social and natural capital.

Example
Tullow Oil plc
2013 Corporate Responsibility Report

Page 36: Our social & economic payments

Our sor.raf & economic paymznts

Sharehoider dividends

Disoretionary social iwestnent

Example

InterContinental Hotels Group plc
Corporate Responsibility Report
CR approach

Our economic study estimates that THG hotel operations and the
spending associated with those hotels supports close to 2 million jobs
and $100 billion in sales,

In 2010 we P of the hospitality industry and

IHG in paticular,

The research provided finm evidence for what we already knew - thal the impacts of our holets go far

beyond providing foorms and jobs, and paying taes. mmwwwm«mm
has a broad impact on k A spending,

creales new jobs, genarabes i in almost all tharive,

Of the 960 milion pecple why business, pleasure and

roughly 153 milion of them will stay a1 an IHG holel, mnmmwuwmwmw

For each $100 these guests spend in a hotel, msmmmmmmw Busness travellers.

creale an even greater impact, mm‘fSIthw

M‘?SWM-\M
‘average hotel — and the 10, on average. partners and suppliers we work with.

Al the ghobal kevel, these benefits ane multipied. With over 4,600 hotels in almost 100 counlries and termitonies.
muu abie 1o put cur size and scale 1o pood use, pulling together
important that rely heavily on travel

To analyse the full exient of our impact, the study focused on three key markets, the ULS, te L and Brazl,

Example

SABMiller plc

Sustainable Development Summary
Report 2014

Page 7: Our approach to taxation

Direct economic Economic value
value generated® i

Revenue plus interestand | | Operating |Employee |Payments to [Payments | Community Value retained for corporate
dividend receipts, royalty costs remuneration® | providers of | to tax investments¢ | | and operational purposes,
income and proceeds of capital authorities® including funding future
sales of assets

capital expenditure and

Cosl acquisiions

Costof Allfinancial | Tax paid, Voluntary.
materials, | employees’ | paymer including contributions
senvices and |salariesand | madetothe  [remittance | and investment
facilties beneits: providers of [ taxesand | of funds in

he company's | excise taxes | the broader

capital economy

uss uss uss uss uss$ uss uss
24,254 m 9,052m (2,337 m [2,942m |7,203m |32m 2,688 m

 Excldes VAT, ndiecttaxes and taxea borma by emplayoas

Source: Tullow Oil CR Report 2013, p. 36 http://www.tullowoil.com/files/pdf/reports/TLW_CR_2013.pdf
Source: IHG CR Report 2013, p. 14 http://www.ihgplc.com/index.asp?pageid=727

Source: SABMiller Sustainable Development Report 2014, p. 7 http://www.sabmiller.com/docs/default-source/investor-documents/reports/2014/sustainability-reports/sustainable-

development-report-2014.pdf?sfvrsn=14
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Remuneration

' Pay as you go

Explain how

Of the reports we reviewed: directors and staff
are incentivised

to deliver on the
sustainability
strategy and the
goals set. Ensure
that the reader
can understand
the link between
remuneration and
actual performance.

Show linkage between sustainability performance
and remuneration.
(FTSE 250: 44%)

Of the reports we reviewed:

e The best reports disclose a clear link
between the company’s sustainability
performance and the remuneration of senior
management and directors.

e They also report on how staff other than senior
management and directors are incentivised to
deliver on the sustainability strategy, including
through non-financial rewards.

Tips to make your reporting more effective:

* Disclose any sustainability-related goals that
have been included in metrics for variable
pay for senior management and directors.

* Be specific in disclosing how sustainability
performance impacts remuneration.

* Report on how staff are incentivised to
deliver on the sustainability strategy
throughout the company, and include non-
financial incentives (e.g. employee awards).

Example
Rio Tinto plc
2013 Annual Report

Page 91: STIP measures, weightings and targets
for 2014

STIPand PSP New STIP cash

performance  base paid/BDP

measurement  salary PSP awards STIPaward shares

commences effective  allocated © approved  allocated
A A A A A

Performance measured
PSP <

Performance measured
STIP « >

Basesaany _

Jan Mar May Dec Feb  Mar
2013 2013 2013 2013 2014 2014

Example

Royal Mail plc

Corporate Responsibility Report 2012-
2013

Page 13: Corporate balanced scorecard

Employe

Delivery Offces.
fully mogernised

Source: Rio Tinto Annual Report 2013, p. 91 http://www.riotinto.com/documents/RT_Annual_report_2013.pdf

Source: Royal Mail CR Report 2012-13, pp. 12-13 http://www.royalmailgroup.com/sites/default/files/2012-13_RMG_CR_Report_online_final.pdf
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Stakeholder engagement

' Ask around

: Explain how
Of the reports we reviewed: you engage Example

with principal The British Land Company plc

stakeholders Stakeholder Engagement Report 2014
and how this has

impacted your
sustainability
The choice of issues was informed by stakeholder feedback
from our first online corporate responsibility survey in 2012.
strategy and Both surveys were carried out by M5 Consulting. Participating

stakeholders included retail and office occupiers, community

Page 3: Online CR Consultation

. contacts, investors and analysts, our staff, suppliers, local
reportln g. and central government, media, NGOs and CR specialists.

The tables to the right show how our stakeholders rated the
selected social and environmental issues for mportance
and how they evaluated our performance.

Describe key issues identified by stakeholders. Example

(FTSE 250: 78%) The Royal Bank of Scotland Group plc

RBS Sustainability Review 2013

Page 9: Our approach to sustainability

Of the reports we reviewed:

» Top reports identify key internal and S
external stakeholder groups and describe Customers e
issues that were identified as important by R T T pe—
each group. ]

Suppliers Engagement with contract managers.

e They also disclose how stakeholder
consultation informed the materiality Covement g e sty iy i oy e
process and what actions have been taken in [T —
response to stakeholder concerns. S
Tips to make your reporting more effective: P ———

Investors Investor relations briefings, investor roadshows, stakeholder engagement sessions.

* Identify and disclose key internal and
external stakeholders.

Media Engagement through Media Relations team, media briefings, regular meetings.

° Describe issues that StakehOlderS identiﬁed Stakeholder Group Main issues raised during 2013
as important and, where relevant, what Customers e, lous st ahasgos dob managont T
actions have been taken in responses to St
epe e gender equality, ethnicity, sexual orientation.
specific issues. T Treymmenressrepenamen
Suppliers marketplace, supplier diversity, feedback on customer
e Show linkage between stakeholder T e e s, s e e m ()
[ — regulation of bank fees, lending, support for SMEs,

lending appeals process, financial education, financial

consultations and the materiality process. e T e i s

Culture change, lending, banking reform, responsible tax

Regulatory Bodies - tices, remuneration.

Technological advancements, youth employability,
access to finance, payday lending, self service in a digital

Civil Society world, complaint handling, environmental social and
ethical risk management, financing fossil fuels, financial
education, financial capabilty.

Remuneration, policy, health and safety, restructuring,
wellbeing and diversity.

Culture change, remuneration, business model, company
Investors .
financial health, governance and accountability.

Media Transparency, ive communciation:

Source: British Land stakeholder engagement report, http://www.britishland.com/~/media/Files/B/British-Land/reports-and-presentations/reports-archive/2013-Stakeholder-
Engagement-Report.pdf
Source: RBS SR 2013, http://www.rbs.com/content/dam/rbs/Documents/Sustainability/RBS_Sustainability_Report_2013.pdf
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Communication

' Reach out

Use multiple
Of the reports we reviewed: communication Example
channelsthoughtfully. Unilever plc
Ensure that the Sustainable Living 2014
medium, content Explore our interactive performance summary
and style are tailored
. EXPLORE OUR INTERACTIVE PERFORMANCE SUMMARY
to both the audience
and messages
being delivered.
IMPROVING
HEALTH & WELL-
Use alternative ways of communication to reach
out to stakeholders.
(FTSE 250: 67%)
Of the reports we reviewed: Example
e Top reports are well-structured and readable, The British Land Company plec
and key information is easy to find. Responsibility Our Stories
e The best reporting also uses multiple Website: Our Stories
communication channels, e.g. videos, blogs, OUR STORIES
interactive graphics, to deliver content. o @) Our Authors)
Tips to make your reporting more effective: @Behiandch |2t
November 2014 November 2014
e Ensure that reports are logically structured and Aacturs " Soasass s For Kinoaird oo
. . . £ i . N » o ."V
and designed in a way that is easy to read. P Tt g e
[ i e %mm
* Make key information easy for readers to _— Tans gnc
find, e.g. by using clear section headings Pty - Fhwtymen - Sbnt e met”
and thematic colour coding. Eoveaz o
ot PR~
. . . . :":‘:,.L,, — yara. heiping people
* Consider using communications channels Rl Voo & Sty ”
. . . . BT HCYSRZ AAD
such as videos and interactive graphics to
. ) X A - Supporting Emarging Talert — Editor's Pi
deliver information effectively. 24 % Norcapan e tors Pleks
By A Devit W Srpioyaen, Bt ans . D4 Supporing Emerging
achiove P bigg . Ml article new 14 Talort
Apgrontcoships
Action
By Lo Over the tmst fws yoars, wo have Achieve heir Potortial

Source: Unilever, http://www.unilever.com/sustainable-living-2014/
Source: British Land, http://views.britishland.com
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Governance

l Big brother

Of the reports we reviewed:

‘92%} ‘75%}

Identify the board
member responsible
for sustainability.
(FTSE 250: 67%)

Describe the

company’s sustainability
governance structure.
(FTSE 250: 100%)

Of the reports we reviewed:

* Top reports provide both a narrative
description and a graphic explaining how
the company’s sustainability governance
system operates.

e They also identify the company board
member with primary responsibility for
sustainability issues.

Tips to make your reporting more effective:

* Provide a narrative description and a graphic
that explain the company’s sustainability
governance system and how it fits into the
overall governance structure.

* Describe sustainability policies that have been
implemented and explain how management
ensure that the policies are working.

¢ Clearly identify by name and position the
board member responsible for sustainability,
e.g. the chair of the sustainability committee.

Explain how your
sustainability
governance system
operates. Identify
the board member
responsible for
sustainability
issues, describe the
policies that have
been implemented
and explain how
management ensure
that these policies
are working.

Example
WPP plc
Sustainability Report 2013/2014

Page 65: How we manage sustainability issues

How we manage sustainability issues

Parent company The parent company

is responsible for setting
strategy, policy principles
and guidance for the
operating companies,

Group finance Group CEO and public reporting,
director
FUNCTIONS
Group - Communications
Sustainability || | sustainability - B
Committee | | function - Pimoe
f @ HR
A
ES A
o Sustainability issues are
included in the Brand
Check process
Operating companies
v implement Group policies
( ( ) and guidance, reportto
Company - Communications - HR CEOs @ & @ Eenl P
functons. Compliance s~ - 1T W% | the parent company on
Procuomont | D progress and set more
- Finance - Realestate detailed)relevant policies.
Operating companies

Croda International plc
Sustainability Report 2013

Page 37: Delivering sustainability

Delivering Sustainability

Since 1925, a dedicated and diverse senior
management team has been at the heart of
Croda, driving business growth and informing our
environmental and social agenda. They are now
part of a 75-strong team that is directly involved
in developing and implementing our
sustainability programme across the Business.

Qurtwo most senior decision making bodes, the Board of Directrs and

omrnifee, govern

our economic, environmenal and social performance. As such, hey play
I san I

wssa @
However, responsibiity for shaping and delivering our sustainabilty
ey ol i o Sk oo ot
St Stondnty o s dowi o on oy o0 emple

Each of our 48 reporting operations has a Susiainabilly Champion who
 needs oftheir
‘against our performance forgefs

Qur approach fosustinabiiy s infenced by global drvers, which
affectthe way we do business both now and in he fuure.To enstre
thatthese feed info our srategy and fo keep susiainabilty ot the forefront of
ou ihink

performance reports and is involved in an annual CSR Strategy Review
Meeling. The Board of irecors i receives a quariry summary report
..

o rorate
Legal,and Finance and Treasury.

The primary aim of the Globol CSR Sieering Commifiee, working with the.
Board of Directors five Commitiee,

objecives and performance argels algned fo lobaldivers hvovgh - @)
our Materiol Areas

Business siralegy.

“Customers and consumers are

which i reflected in our infernal ‘Our Responsibily brand g putting an ever-greater value
Our Vice Presidentof Susicinabilly manages our Global Susiainabiy ¥ e macrs
Team, eporing fo our Group Chie Execuive and leading our Global CSR 2 there is a strong commercial
Steering Commifiee, with an Execufive Sponsor who acts as Chair. Experts Ly justification for increasing our
from specifc areas ofthe Business sit on the commitiee as Materaify 1 sustainability credentials in
Owners and four Regional Representatives are supported by Regional \ every area of our Business,

Steering Cornmittees that play a 360' role cascading defais of our actviies
globoll and reporting back on he delivery of ou shategy.

s we have been doing.”

. Board of Directors.
§ §
L Group Executive Committee:
§ . VP of Sustainability Executive Sponsor
14
£ Global Sustainabilfty Team iality
g i
3¢
- Asia Pacific Latin America Europe North America
3 o o Scorng Cammitee
2
§ 5 Sustainability Champions

Source: WPP SR, http://www.wpp.com/wpp/cr/sustainability-report-archive/

Source: Croda SR 2013, http://www.croda.com/home.aspx?s=1&r=79&p=1810
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Assurance

l Prove it

Ensure the credibility
Of the reports we reviewed: of your reported
content, for example,
by reference to
independent

studies, external
benchmarking,
expert review

panels or through
conventional
assurance. Where
assurance is used
the opinion should
clearly state the
scope of work.

Are externally assured.
(FTSE 250: 44%)

Of the reports we reviewed:

* The best reports ensure the credibility of
reported content by reference to independent
studies, external benchmarking, expert review
panels or through conventional assurance.

e Where assurance has been provided, the best
reports disclose the assurance opinion.

Tips to make your reporting more effective:

* Reference independent data, e.g. external
benchmarking, to ensure the credibility
of your reporting.

* Consider obtaining assurance over the
sustainability data you report.

 Ifyou obtain assurance, include the assurance
opinion, which should clearly state the scope
of the work, assurance standard and work
completed, in the report.

Example
Rio Tinto plc
Annual Report 2013

Page 25: Independent assurance report

Independent assurance report
What we found
s
o -

PWEC e
o the directors of Rio Tinto plc and Rio Tinto Limited (together Rio Tinto), Responsibilities
o PricomstrhouseCoopers
What we did sonsibity usion based
Rl il engaged ustoprom alited surance engaenent o e "

the Sustainable. ctions of the Rio Tinto

RoTroz e 20 fio
Yo e 31 Db 015 ofthe sl ot e acorGonCe Wik e Repag rers
‘Selected subject matter What our work involved

1D sl deeopmet rinie of o el CouniLon B

oy m (

& rat W standard: -
- Rio ppr identify
— Fio Tinto's assertions regarding the existence and status of implementation and ethical requirements and plan the engagement 5o that it wil be

oy

s devlpment ek s

Example

Lloyds Banking Group plc Responsible
Business Report 2013

Page 81: Independent limited assurance report

INDEPENDENT LIMITED ASSURANCE REPORT
TO THE DIRECTORS OF LLOYDS BANKING GROUP PLC

The Directors of Lioyds Banking  “Svsemaiiomior— Taporingrored Our and
Group ple(‘LBG") engagedusto gy s Quality Control
provide limited assurance on the ~31/12/2013 W appledithe Intitute of Chartered
information described below and
Averageformallearming 010172013

setoutin LBG's 2013 Responsible oys T S im0 (CAEW Codeof Ethics,whichincludes
Business Report and Data Sheet. Total 01/10/2012 founded on fundamental principles of

) energy consumption _ ~30/09/2013  integity, objectiviy,professional
Selected Information “COwemissons 01102012 competence and due care, confidentiality
The scope of ourworkas imited to Coeopen 238 ol ~3009/2013  andprofessional behaviour.

assurance over the information marked
with the symbol % in LBG's 2013

ponsibl and Data
Sheet (the "Selected Information”), Percentage of 01102012

Operational wasts 01102012 We apply Internationl Standard on Quality
30092013 Control (UK8I) and accordingly maintain a
of

including documented policies and

The Selected Information and the Znera\gza\ wTs«Ed " =30009/2013  rocedures regarding compliance with
Reporting was werted from landl ethical fessional
assessed are summarised in the table Water consumption 01/10/2012  standards and applicable legal and
below. Our assurance does not extend to -30/09/2013  regulatory requirements
information in respect of earlierperiods or g outhy

o ur work was carried outby an
toanyother fomationincuded nthe We ssessd he Selcted nformation independent and multi-disciplinary team

with experience in sustainabilty reporting

outon LBG's website at
and assurance.

http:/www.lloydsbankinggroup-cr.com'

Example

Next Group plc
Corporate Responsibility Report 2013

Page 43: Independent assurance report

The Directors of Next ple (‘Next") engaged us to provide There are no globally recognised and established practices
limited assurance on the information described below and for evaluating and measuring the Selected Information. The
set out in Next's Corporate Responsibility Report 2013 for range of different, but acceptable, techniques can result
the year ended 31 January 2013." in materially different reporting outcomes that may affect

comparability with other organisations. The “Reporting
Principles, Criteria and Methodologies’ document used as

The selected corporate responsibility (CR) data subject to the basis of Nex!s reporting should therefore be read in

zss‘“h:’f‘:‘fof:(n'": y::;f[”_:}ﬁi“sii"n‘;z{si‘:‘a isindicated  __unction with the Selected Information and associated
d 9 symbol [¥] statements reported within Next's Corporate Responsibility

* Number of supplier audits carried out (set out on page 1) Report 2013,

* Tonnes of waste (set out on page 27);

« The following elements of the Next Global Direct Carbon

Footprint (set out on page 25) In considering the risk of material misstatement of the

elected Information

Source: http://www.riotinto.com/documents/RT_Annual_report_2013.pdf
Source: http://www.lloydsbankinggroup-cr.com//sites/default/files/downloadables/RB_Report.pdf

Source: http://www.nextplc.co.uk/~/media/Files/N/Next-PLC/pdfs/corporate-responsibility-report/cr-2013-v2.pdf
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Future viability

Future proofing

Explain whether you
have any significant
use of natural
capitals and the
expectations of the
future availability/
constraints of these
capitals. If you
consider that the use
of these capitals may
become restricted in
the future explain
your strategy to
manage this.

Of the reports we reviewed:

Discuss future constraints on natural
capital availability.
(FTSE 250: 56%)

Of the reports we reviewed:

* The top reports disclose whether the
company has significant use of natural
capitals and its expectations of the
future constraints on these capitals.

* Where constraints are anticipated,
the best reports describe a strategy
for managing scarcity.

Tips to make your reporting more effective:

* Disclose significant use of natural capitals,
e.g. water, land.

* Explain whether you expect that the
availability of any of these natural capitals
might be restricted in the future.

* If you anticipate possible resource
constraints, describe your strategy
for managing this risk.

Example

Carillion Sustainability Report 2013

Water

SUSTAINADILITY REPORT 2001

e

o S

COReATEL | GUSMORE | GusCuvoems s s

WATER

Protecting the We want to tackle water scarcity and protect this precious resource for
environment ions by using innovati ing tools and i

g\dded.vby @ strong water reduction strategy.
rmscTon
© v pu oy eaed DO YOUKNOWY
o e L
1© oy g saved 18 million litres of wates
F = Izl

AT
O P ST i
00,000 et
e 2001
v s,

WATER CONSUMPTION IN OUR OPERATIONS AND
CONTRACTS

Dol ar

i baseine et |
e

thaerge:

Slwarms kol s oe coseraces, ko peaemple Atbough

Example

Rio Tinto Sustainable Development 2013

Page 59-60: Water

Water

Targeting

improvements locally

perat

For our appr fer to succeed, relationships
with those diectly or indirectly afected by our businesses, for example

identification,

, commurities, governments, investors, the
scientic and financial communities, and employees. We have worked with

o onn water chall invater-
Others need to storms or
qroundwater, o the qualiy of water we use and dscharge to the
environment. We work with neighbouring communites to manage our
impacts,and lookfor opportuites o provid clean cinking vter in

itted to sustainable water management, the
International Council for Mining and Metals (ICMM),
national industry water organisations to support the development of water

We have used the World Business Council for Sustainable Development
global water toolto identify which of our operations and projects are located

bl meet

Approach
At Rio Tinto, we use water from different sources and of different qualties,
such as groundwater, surface water (sourced from rivers, akes, rain and

nwater- Approximately 29 per i
withdrawalisfrom 36 operations in water-scarce environments. The map
below shows that our greatest exposure relates to many of our Australian
operations

snow), seawater or vater from d
of water we rem environment, reuse
d return it ting

whenever we

possible, t
Upto 70 per cent of their water; others source f from external treatrment
plants. At many sites, we replace use of high-qualty (potable) water with
poorer-qualty water to conserve local water supplies

Water impacts are normally experienced locally. Our activites can impact the
quantity or earby e impact o
fisks to production, access to water supplies, costs and our reputation, all of
‘which can affect aur licence {0 operate. They can also resultin regulatory
changes.

Overthe past five years, Rio Tinto has experienced production losses as a
result of water-related impacts, for example, storm viater flooding our mines,

bring g
water supplies and ater management into the future.

We have developed a number of programmes to improve our performance,
including

~ A\ Group water target hat sims (0 reduce reshwater use per tonne of
product by six per cent by 2013 from a 2008 baseline.
- that is audted and tations for
each operation when managing water. As part of the standard, operations
are required to meastire water use, reduce potential impacts on water
and future water
Upstream and downstream stakeholders.

~ Awater risk review that hielps operations assess their water isks and

opportunties.

Source: http://sustainability2013.carillionplc.com/environment/water.html
Source: http://www.riotinto.com/sustainabledevelopment2013/downloads.html
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' Contacts

Alan McGill PwC has long been at the forefront of thinking
around sustainability. The UK sustainability

T: +44 (0)20 7212 4348 . . . .

E: alan.d.megill@uk pwe.com practice has over 15 years of experience delivering

insight and solutions to clients around the world.

Emma Cox

T: +44 (0)20 7213 8150
E: emma.cox@uk.pwc.com

Christina Elvers

T: 44 (0)20 7213 5164
E: christina.elvers@uk.pwc.com

Jennifer McCraight

3
' by T +44 (02072133570
3

E: jennifer.c.mccraight@uk.pwc.com
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