ACCA AUSTRALIA & NEW ZEALAND AWARDS FOR SUSTAINABILITY REPORTING 2006



ACCA would like to thank
all the organisations
involved in this year’s
awards including entrants,
KPMG as our key sponsor
and the New Zealand
Business Council for
Sustainable Development

as our endorser.

about the awards

The Association of Chartered Certified Accountants has championed the development
of sustainability reporting right around the globe for more than 15 years. ACCA, which
is the world’s largest and fastest growing international accountancy body, first
conferred the Sustainability Reporting Awards in the United Kingdom in 1991.

Now, our Sustainability Reporting Awards are held in 20 countries. ACCA has been
holding the awards in Australia and New Zealand since 2002.

Ours are the only awards that recognise organisations that produce sustainability,
environmental and social information in Australia and New Zealand. Since their
inception our awards have consistently attracted entrants from the largest Australian
and New Zealand companies, as well as considerable media coverage. Our judging
panel also consists of many of Australia’s and New Zealand'’s leading experts in the
area of sustainability.

To access further information about the ACCA awards, together with other
sustainability research reports visit www.accaglobal.com/sustainability.



entrants 2006

ActewAGL
www.actewagl.com.au

Anglo Coal Australia Pty Limited
www.anglocoal.com.au

ANZ Limited
Www.anz.com

BHP Billiton Limited
www.bhpbilliton.com

Bluescope Steel
www.bluescopesteel.com

Citipower Pty Ltd/
Powercor Australia Limited
WWW.pOwercor.com.au

City of Melbourne
www.melbourne.vic.gov.au

City West Water Limited
www.citywestwater.com.au

Forests NSW
www.dpi.nsw.gov.au/forests

Fuji Xerox Australia Pty Ltd
www.fujixerox.com.au

Hydro Tasmania Limited
www.hydro.com.au

IAG New Zealand Limited
WWWw.iag.co.nz

Insurance Australia Group Limited

www.iag.com.au

Investa Property Group Limited
www.investa.com.au

Kingsgate Consolidated Limited/
Akara Mining Limited
www.kingsgate.com.au

Landcom Limited
www.landcom.com.au

Mecu Limited
WWW.mecu.com.au

Mission Australia (Queensland)
www.missionaustralia.com.au

Murray Irrigation Limited
www.murrayirrigation.com.au

National Australia Bank Limited
www.nabgroup.com

Northern Gateway Alliance
www.northerngateway.co.nz

Orica Limited
WWwWw.orica.com

Paperlinx Limited
www.paperlinx.com.au

Sydney Water Corporation
www.sydneywater.com.au

Transurban Group Limited
www.transurban.com.au

Truenergy Pty Limited
www.truenergy.com.au

URS NZ Limited
WWW.Urscorp.co.nz

VicSuper Pty Limited
WWW.vicsuper.com.au

VISY Limited
WWW.Visy.com.au

Vodafone New Zealand Limited
www.vodafone.co.nz

Watercare Services Limited
www.watercare.co.nz

Wesfarmers Services Limited
www.wesfarmers.com.au

Westpac Banking Corporation Limited
www.westpac.com.au

Westpac New Zealand Limited
www.westpac.co.nz

WSN Environmental Solutions
WWW.Wsn.com.au

Yarra Valley Water

Www.yvw.com.au



judging

Key features of sustainability reporting

An excellent sustainability report clearly acknowledges and explains
the environmental and social impacts of an organisation’s operations
and products. The report also demonstrates the organisation’s policies,
targets and long-term objectives to reduce any adverse environmental
and social impacts.

Panel of judges

Professor Carol Adams Lyn Mayes
Professor of Accounting Communications and CSR Consultant
La Trobe University New Zealand Business Council for Sustainable

Development
Charles Berger

Legal Adviser Amanda McCluskey
Australian Conservation Foundation Manager, sustainability

. Portfolio Partners
Professor Craig Deegan

Professor of Accounting Dr lan Woods

RMIT University Senior Research Analyst, Sustainable Funds
AMP Capital

Mandy Hillson

Director, Prime Minister's Community Business Partnership Secretariat

Department of Family and Community Services




Judging criteria

Judges assessed the applications based on three
key elements: completeness, credibility and
communication. More information about the criteria
can be found at: www.accaglobal.com/sustainability.

Completeness (40%)
Corporate context

Key (direct and indirect) environmental impacts of
business considered and explained

Environmental policy and management commitment

Rationale behind choice of EPIs used in report

Environmental targets and objectives

Product or service stewardship

Supplier procurement policies and issues

Scope of the report (by entity)

Reporting and accounting policies

Report audience identified

Linkages between environmental reporting and
SN EIQEIVASIES

Credibility (35%)
Internal credibility:

Headline environmental achievements in current period
Named board member responsible for environmental issues
Contact name and details for person in charge of report
EMS and its integration into the business process
Contingency planning and risk management

Internal audit

Compliance/non-compliance record

Environmental impact data

Conventional finance related data

Environmental financial statements and full cost accounting

External credibility:

ISO/EMAS accreditation/certification

Adoption of reporting best practice

Approaches to stakeholder dialogue

Use of stakeholder feedback

Third party statement

Factors the panel will bear in mind include:

— Remit and scope

— Indication of site visits and site specific testing

— Interpretation of data/performance reported

— |dentification of any data/information omitted that could/should
have been included

— Independent comment on corporate targets set and impacts identified

— Shortcomings and recommendations




Communication (25%)
Layout and appearance

Understandability, readability, accessibility and appropriate length

Frequency

Communication and feedback mechanisms

Innovative approaches

Availability of a summary report and/or executive summary

Comprehensive navigation through report

Use of internet

Reference to website and other reports

Appropriateness of graphs, illustrations and photos

Integration with financial statements




winners 2006

BEST SUSTAINABILITY REPORT

VicSuper Pty Ltd
The concise VicSuper Sustainability Report 2006: A time for action

One of the few institutions that discloses a full list of investments —
the only mainstream bank of which the judges are aware that does

Workforce disclosure good

Right level of disclosure in the paper document and an appropriately extended
level of disclosure in the online version

Well balanced account of company’s sustainability performance

Not too complex

Good graphics

A good report for a small company

'ﬂ A TIME FOR ACTION

HE VILSUFLR
S5 QOMRCISE SUSTAINABLITY
REFORT 3004




AWARD FOR CONTINUED HIGH-QUALITY SUSTAINABILITY REPORTING

mecu Limited (joint winner)
Sustainability Report 2006

Very comprehensive online version of the report

Report included a substantial account of operations

fuftamability report furpairy

Site is accessible and easy to navigate

20086

Improvement on the reporting of indirect impacts compared to last year

An impressive achievement for a small credit union

Workforce disclosures particularly strong

Demonstrated that sustainability principles are integrated into the main business

mecu




AWARD FOR CONTINUED HIGH-QUALITY SUSTAINABILITY REPORTING

Watercare Services Limited (joint winner)
Watercare Annual Report 2006

Indicators included in the report were good (particularly the average cost
per household)

The report included an excellent section on responding to leaks

Judges particularly impressed with rulers included in the report




10

COMMENDATION FOR BEST PRACTICE BY AN ASX LISTED COMPANY

BHP Billiton Limited
BHP Billiton Sustainability Report (Summary Report 2006)

Excellent communication in print and online versions
Easy to navigate

Comprehensive information




judges’ comments

The judging panel was hopeful of a marked improvement
in the standard of Australasian sustainability reporting
in 2006. There were some specific issues that should
be covered in a sustainability report that enabled the
judges to shortlist the best performing reporters. These
issues included a clear description of what should be
covered in the report, use of key performance indicators
(KPls), inclusion/discussion on stakeholder feedback
and quantifies by showing historic data on performance.

Although more companies may be submitting reports
to ACCA's awards, with the number of companies who
entered the awards increasing by 18 percent this year
with a total of 39 reports submitted, there has been
no noticeable improvement to reporting standards.

It is, however, pleasing to note the standard of online
sustainability reporting is increasing.

In an ideal world, Australasian organisations would
treat sustainability reporting in the same way as their
Japanese counterparts — in Japan, companies compete
to produce the best sustainability report in their
industry. To the Japanese, a robust sustainability report
is viewed as a real asset, something that genuinely
sets a company apart from its peers.

While it is pleasing to note the number of
organisations that report sustainability information is
increasing, the judges of The Association of Chartered
Certified Accountants’ Sustainability Reporting Awards
would like to encourage Australasian companies to
take a leaf from the Japanese book.

Australasian organisations should view their sustainability report as
evidence they are able to identify and manage their sustainability risks
on an ongoing basis. The report should also be used to genuinely
demonstrate the organisation is engaging with its stakeholders —

and responding to their feedback.

Above all, the judges would like to see the quality of sustainability
reporting in this region increase markedly, particularly in light of the
current debate around climate change.

The judges believe that one of the biggest challenges companies face
in their sustainability reports is ensuring the report clearly states the
company’s approach to sustainability and sustainability reporting, and
identifies the key sustainability issues the company is facing and what
is being done to mitigate these risks. One company that was able to
do this well was insurance company IAG.

A related problem is that too often, companies address trivial
sustainability matters in their reports, without dealing with the bigger
picture sustainability issues. Judges would like to encourage reporters
to clearly articulate their key sustainability risks at the start of the
document and then address how such risks are being managed.

To this end, greater details of related governance procedures would
be of use to readers trying to assess how effective an organisation’s
risk-response procedures might be.

Another key issue is ensuring the report covers the full scope of the
organisation’s operations and geographic coverage. A particular problem
is reporting on relationships with joint venture partners. Judges would
like to see much clearer disclosure of relationships with joint venture
partners. In particular, judges are looking for site specific reports for

every facility in which a company has an interest — owned or operated.
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One area of improvement is that reports will often exclude an
organisation’s offshore operations, affecting the completeness and
the credibility of the report. Ideally, reports need to cover the full
breadth of the organisation’s business, no matter where sites are
located. If particular operations are excluded then a clear rationale
for such exclusion needs to be provided.

The judges acknowledged the challenges a subsidiary company face
reporting sustainability information. Vodafone New Zealand handles
this issue well because it focuses on reporting risks in New Zealand,
while leaving the global report to cover wider corporate issues.

The judges also feel that it is important to note that as part of their
role as judges in a reporting award they are mostly concerned with
the content included in the report — not the performance. In this role,
the judges are not so much interested in environmental performance,
for example whether greenhouse emissions have fallen during the year.
What they are interested in is whether the company has a credible
way of measuring and benchmarking greenhouse emissions and can
report clearly on this to key stakeholders.

On the subject of key stakeholders, a number of reporters continue

to fail to identify who they consider to be their key stakeholders and
the key targets for their reports. It is difficult to place the reports in

context without this information.

Judges would also like to advise entrants to avoid list making in
their reports and instead focus on the significance of the indicator.
For example, when talking about stakeholder meetings, don't just
count them, talk about their outcomes. Ideally, organisations should
also identify why a particular indicator is of relevance to an
organisation and its stakeholders. Many of the reports would also
have been improved by the inclusion of additional information and

justification about why indicators and benchmarks
incorporated in the report were selected. All entrants
can improve in this area.

If information in a report is benchmarked against the
Global Reporting Initiative (or any accepted reporting
framework), the judges expect information about why
individual indicators have been selected and why
particular indicators were not adopted. This also applies
to any in-house indicators that have been included.
Ideally, the judges would like to see evidence from
stakeholder consultation about why the indicators included
in the report are relevant and cover material issues.

Judges are also disappointed to note that it is still
almost impossible to compare reports from companies
in the same industry sector. This is a particular
concern for industries that have been reporting
sustainability information for some time. Perhaps there
could be some coordination at the industry level in
certain sectors about relevant indicators to include in
sustainability reports.

A major concern for most companies is the level
and quality of disclosures about their workforce.
Few reports include a discussion of vertical or
horizontal pay equity. Reports also need to include
more substantial discussion of turnover levels.

There also seems to be some confusion among
reporters over the difference between economic and
financial indicators. Economic indicators concentrate
on the long-term economic viability of the organisation,



It is pleasing that all the Big Four
banks report sustainability
information and the judges would
welcome entries from some

of the smaller banks.

for example long-term market trends, ongoing contributions to the
development of local economies, while financial indicators are short-
term only. Sustainability reports should include information about the
ongoing economics of the organisation and the industry in which it
operates. Purchasing and remuneration policies should also be clearly
articulated in the report.

Another area of improvement is that many of the assurance reports
that accompany sustainability reports are based around motherhood
statements, rather than a genuinely independent audit of the
information included in the report. As indicated in previous Reports
of the Judges, a significant percentage of the assurance reports are
very ambiguous, e.g. it is often difficult to understand the extent and
timing of assurance work, or the meaning to be attributable to
particular conclusions provided in the assurance reports. This is an
area still in need of much improvement.

Some comments specific to the banking sector are that many of the
reports in this sector include statements claiming to have ‘the most
engaged workforce’ or similar. As multiple companies claim this
moniker, it makes these types of statements less credible to

the reader and needs to therefore be backed up with evidence.
Banks also need to ensure they include the full scope of their

geographic coverage in their reports, in particular overseas operations.

Most banks also need to focus on developing — and communicating —
responsible lending policies and procedures. There is also a dearth
of information from the banks about their investment policies,

the investments they hold and the impact of their investments.

The water sector is another that warrants specific focus, due to the
widespread adoption of sustainability reporting among organisations
in this industry. Next year, judges would like to see each report from
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this sector include a policy position on water recycling. It would
also be ideal for the industry to agree some common benchmarks
so comparison between entities in this sector could occur.

Large companies and small companies face very different challenges
when it comes to producing sustainability reports. The judges would
like to acknowledge the efforts of the smaller companies that have
entered these awards as it can often be challenging producing a report
with limited resources.

Judges would, however, also like to acknowledge the efforts large and
diverse companies, for example Wesfarmers, expend putting their
sustainability reports together. Despite the large scope of its operations,
Wesfarmers' report allows the reader to quickly and easily understand
the company’s businesses and the judges do not underestimate the
challenges a complex company has in putting out a sustainability
report that is accessible to all stakeholders. It is also commendable
that Wesfarmers' subsidiary Bunnings is also reporting sustainability

information, one of the few retailers in the country to produce a report.

The judges would also like to note that the City of Melbourne has
developed in a true sustainability report, not just a state of the
environment report, which is the style of report produced by many
councils. The judges would like to see other councils follow the City
of Melbourne’s suite and also produce a sustainability report.

Mission Australia should also be acknowledged as one of the only
not-for-profit entities to enter the awards. The judges would also like
to see other NFPs also produce a sustainability report.

The judges would also like to acknowledge that Fuji
Xerox' section on ethics was extraordinary. The
company had canvassed its employees about the
shape of its new ethics policy, something not often
seen in Australia.

Overall, the judges would like to congratulate every
company that produced a sustainability report and
entered the awards. They would, however, now like
to challenge companies that are not reporting
sustainability information to consider doing so —

and would also like to encourage companies that are
reporting to seriously consider the recommendations
made in this report to improve the standard of
reporting in Australasia.



Invitation to participate

If your organisation discloses sustainability, environmental or social information, we invite you to participate in the 2007 ACCA
Australia and New Zealand Awards for Sustainability Reporting. Organisations of any size are invited to participate in the awards.
Next year’s timetable appears below.

October 2007 Launch of the awards and entries open

January 2008 Entries close

March 2008 Judging

May 2008 Awards ceremony

For further information, please contact ACCA on +61 2 9233 1242 or email ausnz@au.accaglobal.com

For information about the awards including judging criteria and information on ACCA's sustainability reporting awards in other
countries, go to www.accaglobal.com/sustainability
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"e b4 New Zealand Business Council
\/ for Sustainable Development

Further Information

For further information about the ACCA Sustainability Reporting Awards, please contact:
ACCA Australia and New Zealand Suite 707 109 Pitt Street Sydney NSW 2000
tel: +61 2 9233 1242 / e-mail ausnz@au.accaglobal.com
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