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Key points 

 
• Compliance is not enough 
 
• Increasing pressure from 

• Investors 

• Regulators 

• Lenders and lessors 

• and others 

 
• Diverse parties want transparency on a mix of issues 

 
• Expectation are not clear  
 



 
Corporate Sustainability 

 
Corporate Responsibility 

 
Environmental Social and Governance 

(ESG) 
 

Sustainability 
 
 

What do they mean, exactly? 
 
 







Rough definitions 
• Environmental  How does a company perform as a 

steward of the natural environment?  

 
• Social  How does a company manage relationships 

with its employees, suppliers, customers and the 
communities where it operates?  

 
• Governance  How does the company’s leadership 

operate, including executive pay, audits and internal 
controls, and shareholder rights? 

 
• Sustainability How does the company meeting the 

needs of the present without compromising the 
future? 
 

 



Investors : 
 

rational 
 

or idealistic? 



Investor focus on environmental and social risks 
 
 

• Sustainability: 

• Direct environmental and social risk 

• Legislation and regulation 

• Legal and reputational risk 

 

• Socially Responsible Investors 

• Diverse but very specific interests 

 

• Governance 

• How do you manage these issues? 

 

 
 
 

 



Multiple .orgs emerging to advocate 
sustainability investing 



Sustainability-oriented investments quickly 
growing in popularity with assets worth trillions 
of dollars 



Sustainability-oriented investment 
funds are also becoming more 
prevalent and have garnered assets 
worth trillions of dollars 
 

The Forum for Sustainable and Responsible 
Investment now tracks 208 funds 





 
      Source:  Bloomberg.com  “Volkswagen Stock Chart Is Looking Like BP's After Oil Spill”  Oct 7, 2015   
 





Environmental and sustainable governance in 
40 percent of 2016 shareholder resolutions 

 
 

   Source:    Sustainable Investing Institute and Alpha-sense.com 
 



Sustainability plan is
essential to
remaining

competitive

Companies with
sustainability plan

90% 

60% 

   Source:    “Investing for a Sustainable Future”  
 by MIT Sloan Management and The Boston Consulting Group, May 2016 



Sustainability Accounting Standards Board 

• SASB is reviewing provisional 
standards in 2016 
 

• Stakeholder consultation 
 

• Investor Advisory Group 



“…it stands to reason that small- and mid-cap 
companies may see increased investor 

pressure in these areas.” 
 

 – Deloitte 2016 proxy season debrief 



Regulators : 
 

Trying to address the 
information gap 



Brief history of US Sustainability Disclosure: 

Mid 1970s: SEC adopts the framework for reporting of Corporate 
Sustainability 

• Requires that business description includes material 
effects of environmental protection laws 

 
2010: SEC adds a forward-looking Management Discussion and 
Analysis, and also a Risk Factors discussion 
 
2010: SEC interpretive release seeks discussion of Climate 
Change legislation and regulation, business and market 
impacts, and physical impacts.  
 
2010: Dodd-Frank Act seeks disclosure of conflict minerals, 
resource extraction payments, mine safety, and CEO/median 
employee pay-ratios. 

 





Sustainability discussed in most comments 80% 
supporting more disclosure 

   Source:    SASB.org 
 



Securities and Exchange Commission 
Disclosure Effectiveness Initiative 



Voluntary principles supported by the United 
Nations: Principles for Responsible Investment 

… encourage companies to embed in their strategies and 
operations a set of universal principles in the areas of human 
rights, labor standards, the environment and anti-corruption.  
 



UN-supported Principles of Responsible 
Investment Disclosure Effectiveness Initiative 



Global Reporting Initiative 



“As ESG initiatives have proliferated, allegations 
of materially false and misleading ESG 

statements have begun to emerge in consumer 
and investor litigation. This litigation 

underscores the need for companies to establish 
and carry out comprehensive, companywide 

measures to ensure the accuracy and 
consistency of its ESG statements, and to 

proactively address any potential liability or 
litigation risks..” 

  
— Sara K. Orr and Bart J. Kempf, Latham 

& Watkins LLP “ 
Source: Orr and Kempf, “Emerging Trends In Corporate Sustainability Reporting”,  



Lenders 
 

also consider issues 
“beyond compliance” 





Lenders frequently assess current and future 
environmental and social issues 
  

• Could the issues hurt the credit quality? 

 

• Could asset value be diminished? 

 

• Potential direct liability to the financial 
company? 

 

• Will the investment harm the financial 
company’s reputation? 

 

 

 
 
 

 



ESG standards are adopted throughout the 
financial sector 
 



Lenders are keenly aware of the impact of public 
objections, NGOs complaints, challenges to 
permits  
 



Reputational Risk 

• Non-governmental organizations increasingly 
pressure lenders 

• Rainforest Action Network 

• China’s GreenWatch 

• BankTrack.org 

• Sierra Club 

 

 



“Lending Sustainably Will Help Future-Proof 
Businesses - And Make Banks Stronger, Too“ 

 
 

-- Mike Scott, Forbes Contributor  



Implications 
 
 



Implications 
 
  

Compliance is no longer enough. 
 

External stakeholders have increased expectations 
that companies will be transparent about their 

environmental social governance and sustainability 
story… and punish those that don’t do it well. 

 
In the absence of clear guidance, proactive is better 

than reactive. 
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environmental social governance and sustainability 
story… and punish those that don’t do it well. 

 
In the absence of clear guidance, proactive is better 
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 You’ve got to tell your story. 




