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prefer the old situation to report on the wider 
impact they have on society-negatively and 
positively." 

For the CFO: Trends to monitor 
For corporate finance executives, the 
emerging trends to watch are: 

Governments and stock exchanges 
mandating regulations with the oblig
ation for the corporation to report on 
corporate ESG performance and fac
tors. (Example: Denmark's Financial 
Statements Act requires CSR disclo
sure for large enterprises.) These 
mandates can include certain size 
companies (asset base), employee 
count, or state-owned companies; 
large emissions emitters; and energy
intensive companies. 
Various incentives for companies to 
report. (The carrot vs. stick.) 
Government endorsement of the 
GRI G-3 Guidelines for reporting 
and encouragement of the industry 
to use the framework for corporate 
sustainability reporting; this 
includes industry trade associations 
encouraging member reporting (the 
Spanish banking trade association 
reports to the GRI and encourages 
all member banks to do so). 
Voluntary rules of guidelines 
(including industr y standards), 
with or without referencing interna
tional standards. We see these 
emerging in the jewelry business 
(focused on mining of "blood dia
monds" and other issues); in the 
coffee business (fair trade proto
cols); and in mining and extractive 
industries in developing nations, 
especially in Africa and Asia. 

• Transference of regulatory power to 
self-regulating organizations (such 
as stock exchanges) for either 
mandatory or voluntary reporting. 
(The King III Code of Governance 
for South Africa requires listed com
panies on the Johannesburg Ex
change to report on sustainability.) 

• Increasing pressure on boards and 
managements from shareholders 
and shareholder coalitions and net
works to be more transparent 
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regarding corporate ESG perfor
mance. (We are seeing evidence of 
this in the many shareholder proxy 
resolutions brought in the U.S. by 
activists focused on climate change.) 

Government and exchanges 
advise-and mandate reporting 
In the U.S., the SEC in 2010 released 
interpretive guidance on climate change 
risk (and opportunity) disclosure by 
public companies. That followed an ear
lier interpretation that boards had respon
sibility for overseeing risk management 
in their companies. Governments around 
the world are now mandating sustainability 
reporting. Sweden, for example, has 
Guidelines for External Reporting by Sta te
Owned Companies that complement 
accounting legislation. India has pub
lished Voluntary CSR Guidelines 2009 
(issued by the Ministry of Corporate 
Affairs). Japan has issued Environmen
tal Reporting Guidelines 2007 (issued by 
Ministry of the Environment). 

The World Federation of Stock Ex
changes (WFE) has been active in gen
erating sustainability reporting standards 
for their listed companies, especially in 
the emerging markets. The WFE issued a 
report in 2009 that demonstrated that 51 
member exchanges are initiating stan
dards for reporting by listed companies 
to enhance transparency and ESG-related 
performance and risk reporting. These 
include the Shenzhen Stock Exchange 
and Shanghai Stock Exchange in China. 
The Corporate Governance Council of 
the Australian Securities Exchange (ASX) 
amended its Corporate Governance Prin
ciples and Recommendations to include 
sustainability issues. The OECD Guide
lines for Multinational Enterprises encour
age disclosure on financial and non
financial corporate performance, includ
ing ESG is ue . 

And an .important trend that i now 
emerging-the gradual integration of 
ESG reporting into one f ramework, the 
"integrated" report, combini.ng the tra
ditional annual report with the com
pany's sustain ability report. The dialogue 
is around the value of stand-alone reports 
(annual and sustainability), or the value 
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of integrated reports, and what should 
be mandated, as well as the extent of 
non-financial information disclosed in 
both reports or the combined report. 

Of course, state and national laws pre
vail in considering non-financial dis
closure; company by-laws; accounting 
law; securities law; employment law; 
health and safety laws; and climate change 
disclosure laws and regulations. 

Reporting "assurance": Similar to the 
financial audit process 
Another important factor for corporate 
finance executives to consider is the 
growing use of third parties for (inde
pendent) "assurance" of ESG reporting. 
KPMG,Ernst & Young, and other account
ing practices as well as specialized ser
vice providers are building practices 
around the "Assurance Provider" con
cept, which is similar to auditing of the 
traditional financials. 

Increasing numbers of sustainability 
or ESG reports following the GRI frame
work are "assured" by third parties who 
provide an assurance similar in some 
ways to the auditing assurance. There is 
a wide range of methods used (no stan
dards have yet evolved) and varying lev
els of inspection to assure that the data 
and narrative of the reports are accu
rate and complete. 

There are several international stan
dards for assurance that are generally 
accepted, including the ISAE 3000 and 
AccountAbility's AA1000AS standards. 
Country-specific standards include Aus
tralia, China, France, Germany, Japan, The 
Netherlands, Spain, and Sweden, accord
ing to the GRI / UNEP report. 
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A complete inventory of internation
al, country, exchange, and other man
datory and voluntary standards and 
frameworks is available at: http://www. 
glo b alre p or ti ng. org/NR/ rdo nl yre s/ 
6BD446D 1- C 7CD -44F2 -AC64-B 9 62 
21D790E4/0/Carrrots20 1 Ofinal. pdf 

The Oxford Dictionary defines "lan
guage" as "the method of human com
munication, either spoken or written, 
consisting of the use of words in an 
agreed way." Another use of the word is 
for "professional or specialized vocab
ulary."5 The new language of "non-fin an
cials" and "intangibles" is still being 
formulated, with terms like ESG, sus
tainability, corporate responsibility, cit
izenship, Triple Bottom Line, and other 
concepts being advanced by sharehold
ers and stakeholders. 

The language of the corporate finan
cial officer is changing rapidly, indeed! • 
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