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Box 1:  Benefits of Corporate Disclosure of Water-Related Risks 

Enhances business awareness and understanding of water-related issues, 
risks and opportunities 
Meaningful and relevant information on water risks is an essential first step to 
understanding water-related impacts. Many of the businesses operating in, or 
sourcing from areas facing water stress lack awareness of the risks related to 
water use and the business benefits of reducing water usage and wastewater 
discharges throughout the value chain. 
 
Supports efforts to develop standard measures and performance 
benchmarks 
There has been much debate on standards and a consensus is now emerging on 
how to address some of the key questions. Standards only become established, 
however, when they achieve widespread acceptance and use. A ‗learning by doing‘ 
approach driven by disclosure will contribute greatly to developing effective, 
workable and accepted standards as well as providing pragmatic examples of 
which data are most suitable and deliver most value for different sectors and 
stakeholders 
 
Provides investors, shareholders, regulators and other stakeholders with 
better information 
New policies and regulatory environments will inevitably be needed to ensure 
sustainable water use and greater transparency. Corporate debate will help 
provide valuable information in shaping the regulatory environment and stimulating 
new measures, including market-based structures. Only when investors have 
access to the right data will they be able to analyse water risks effectively, engage 
with business, and ultimately make better informed decisions. 
 
Raises general awareness of water-related issues 
Better water-related information will help businesses and other stakeholders to 
identify long-term trends and potential ‗hotspots‘ (high water-risk areas) which can 
in turn be tackled individually or collaboratively. 
 
Encourages a proactive response to water concerns 
Increasing disclosure allows progress to be tracked and to ensure that companies 
are moving in the right direction towards sustainable water use. 
 

Source: Adapted from Carbon Disclosure Project, ―The Case for Water Disclosure,‖ November 2009 

1. The Need for Water Disclosure 
 

1.1 A Step In Managing Risk 

At the root of any corporate strategy to address water issues, is the desire to avoid or 
minimise business risk (see also China Water Risk Booklet on Water Risk), which 
facilitates water management.   

Disclosing water metrics forces companies to measure their water use and 
wastewater discharges, and as a popular business adage goes, ―what is measured 
gets managed.‖ In addition to a range of benefits (Box 1) disclosure is critical for a 
variety of stakeholders:-  

 investors require comparable water-specific information so they can divert capital 
flows toward businesses with good water management policies;  

 shareholders require information to file resolutions to pressure companies 
towards best practice; 

 civil society use data to analyse companies‘ impact on the community and 
therefore can hold corporations accountable for poor performance; and  

 governments require information in shaping strategic national and local 
regulations that encourage sustainable water management. 
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1.2 Bridging the Information Gap 

Most disclosure, whether via corporate environmental/sustainability reports, 
investment prospectuses or shareholder reports, currently does not provide the 
metrics and data necessary for external stakeholders to assess water risks. 

According to a review of corporate water reporting by the Pacific Institute in 2001, of 
121 companies across 11 water-intensive sectors surveyed, only 20% report water-
related risks1. Also important to note is the lack of site-specific information, which is 
crucial given that water-related risks are characterised primarily by local context.  
Furthermore not a single company reported on the actual water use or wastewater 

data of their suppliers.  

In a follow-up study in 20092 Pacific Institute reported that while there was increasing 
awareness and reporting on water issues, it was still not sufficiently comprehensive 
or comparable. Many companies still failed to provide local context to their water data 
and none of the companies accounted for the water practices of their supply chain. 

A challenge of reporting on water is the lack of clarity around reporting methods and 
metrics, which makes comparison and benchmarking difficult. Experts recognise this, 
and there has been a global effort led by the CEO Water Mandate3 to map the tools 
and methods available, to minimize duplication of efforts and promote coordination 
among the various initiatives that developed the methodologies4. The Global 
Reporting Initiative (GRI)5 and the Water Footprint Network (WFN)6 are some of the 
leading initiatives currently involved with helping to standardise water accounting and 
reporting. 

The Carbon Disclosure Project‘s (CDP) Water Disclosure initiative7, launched at the 
end of 2009, is another relatively recent  programme aimed at bridging the 
information gap primarily so institutional investors can better understand the financial 
risks that water-related issues pose to their investment portfolios. In 2010, a 
questionnaire requesting information on water-related risks and opportunities was 
sent out to 300 of the world‘s largest companies by market capitalisation operating in 
water-intensive sectors, such as chemicals, fast-moving consumer goods, forestry 
and paper products, food and beverage, mining, pharmaceuticals, power generation 
and semi-conductor manufacturing. 

Looking forward, in terms of promoting better disclosure, experts have identified two 
key issues that need to be resolved: 

                                                      
1
 Morikawa, Mari, Morrison, Jason and Gleick, Peter, Corporate Reporting on Water. A Review of Eleven Global Industries, Pacific 

Institute, Oakland, California, May 2007 
2
 Pacific Institute for CEO Water Mandate, Water Disclosure 2.0: Assessment of Current and Emerging Practice in Corporate Water 

Reporting, March 2009 
3
  www.unglobalcompact.org/Issues/Environment/CEO_Water_Mandate 

4
 Pacific Institute for CEO Water Mandate, Corporate Water Accounting: An Analysis of Methods and Tools for Measuring Water Use 

and Its Impacts, November 2009 
5
 www.globalreporting.org/Home 

6
 www.waterfootprint.org 

7
 www.cdproject.net/water-disclosure 
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Raises general awareness of water-related issues 
Better water-related information will help businesses and other stakeholders to 
identify long-term trends and potential ‗hotspots‘ (high water-risk areas) which 
can in turn be tackled individually or collaboratively. 
 
Encourages a proactive response to water concerns 
Increasing disclosure allows progress to be tracked and to ensure that 
companies are moving in the right direction towards sustainable water use. 
 

Source: Adapted from Carbon Disclosure Project, ―The Case for Water Disclosure,‖ November 2009 
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COMMON METRICS: A common set of metrics/indicators is necessary as a starting 
point, to ensure coordination, comparability and comprehension amongst the different 
stakeholders. Being able to compare corporate water data, especially within the same 
industry, helps companies gain more insight into their performance as well as 
encourages exchange of insights and strategies. 

CONTEXT: Without local context, placing water-related performance data within the 
physical, social and economic environment in which companies operate, it is difficult 
to accurately capture risks for water-exposed companies. 

 

2. Driving Disclosure 
 

2.1 The Emergence of Sustainability Reporting  

According to the Global Reporting Initiative (GRI)
8
 sustainability reporting is: 

 ―The practice of measuring, disclosing and being accountable to internal and 
external stakeholders for organisational performance towards the goal of sustainable 
development. ‗Sustainability reporting‘ is a broad term considered synonymous with 
others used to describe reporting on economic, environmental and social impacts 
(e.g., triple bottom line, corporate responsibility reporting, etc.).‖ 

Disclosure of environmental issues began some 20 years ago with ‗environmental‘ 
reporting. The mid-nineties saw the introduction of environmental management 
standards: EU‘s voluntary Eco-Management and Audit Scheme (EMAS) laid out a 
systematic approach to managing and improving environmental performance and 
made public disclosure of environmental policies, programmes, the management 
system and key environmental performance data mandatory. Shortly after the 
introduction of EMAS, the ISO 14001 environmental management standard was 
introduced providing guidelines for the establishment and implementation of a third 
party certified Environmental Management System (EMS). Whilst the standard does 
not mandate disclosure, it does require documenting a company‘s decision-making 
process of whether to make the information publicly available and hence, at a 
minimum, forces companies to consider the issue. The adoption of environmental 
management systems worldwide has assisted in driving disclosure on the corporate 
agenda. 

Environmental reporting has in many instances evolved into sustainability reporting, 
which requires a more strategic focus, as well as extending the scope to social, 
labour and governance issues. According to GRI, for Environmental, Social and 
Governance (ESG) issues to be accepted into mainstream reporting, these issues 
need to be framed in reference to ―the concepts and strategies that are used to 
explain how the business works and why it will succeed

9
. 

Recent years have seen a massive increase in sustainability reporting with both 
publicly held and private companies producing corporate reports. According to 
GRI10, this reflects the growing need amongst investors to understand how 
companies are positioned to manage the risks and opportunities in today‘s market. 
Despite this upward trend, however, reporting on water issues specifically remains 
limited, as awareness of water and its indicators still require time to evolve. 

                                                      
8
 GRI is a multi-stakeholder, non-profit organisation that develops and publishes guidelines for reporting on economic, environmental 

and social performance. GRI, www.globalreporting.org 
9
  Reaching Investors: Communicating Value Through ESG Disclosures, Global Reporting Initiative, 2009. 

10
 Global Reporting Initiative, Reaching Investors: Communicating Value Through ESG Disclosures, 2009 
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Box 2:  Global Reporting Initiative: Water Indicators 

Water Use 
EN8: Total water withdrawal by source 
EN9: Water sources significantly affected by withdrawal of water 
EN10: Percentage and total volume of water recycled and reused 

Emissions, Effluents, and Waste 
EN21: Total water discharge by quality and destination 
EN25: Identity, size, protected status and biodiversity value of water bodies and 
related habitats significantly affected by the reporting organisation‘s discharges of 
water and runoff 

Source: The Global Reporting Initiative (GRI) Website: www.globalreporting.org. 

2.2 Global Initiatives  

Globally, there remains much to be done to develop an approach to water disclosure 
which brings value to all stakeholders, and this will include building effective reporting 
standards and promoting acceptance of disclosure to the corporate world. Given the 
complexity of water issues, experts predict that standards will evolve over time as 
lessons learned from early trials will help define what is truly material.  To date a 
number of key initiatives have been developed that are both facilitating and driving 
corporate disclosure of water risks. Some of these initiatives are highlighted below. 

The Global Reporting Initiative (www.globalreporting.org) is a multi-stakeholder, non-
profit organisation that develops and publishes guidelines for reporting on economic, 
environmental and social performance. As part of its Sustainability Reporting 
Guidelines (G3), GRI has developed water indicators (see Box 2) and protocols as 
well as sector supplements which provide unique indicators for specific industries. 
The GRI includes five water-related indicators in its G3 set of guidelines and 15 
sector supplements including: apparel and footwear; electric utilities; food processing; 
metals and mining; oil and gas; construction; and real estate. 

The Carbon Disclosure Project’s (CDP) Water Disclosure 
(www.cdproject.net/water-disclosure) following the success of the Carbon Disclosure 
Project

11
 and additional research into water disclosure (see Box 3), in 2010 CDP 

initiated its Water Disclosure Project. For the first year, 302 global companies were 
sent information requests regarding their water-related risks and opportunities so 
institutional investors can better understand the financial risks that water-related 
issues pose to their investment portfolios. The results to this initial information 
request will be available towards the end of 2010. 

                                                      
11

 www.cdproject.net/ 
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International Integrated Reporting Committee (IIRC) (www.theiirc.org)- 
established in 2010 by the Prince‘s Accounting for Sustainability Project (A4S) and 
the Global Reporting Initiative, IIRC aims to develop a new internationally accepted 
approach to reporting. The idea is to show how financial, environmental, social and 
governance aspects of a company‘s operations are connected, thus facilitating the 
assessment of sustainability performance. 

The Coalition of Environmentally Responsible Economies (Ceres) 
(www.ceres.org) - in collaboration with UBS and Bloomberg, released ―Murky 
Waters? Corporate Reporting on Water Risk‖ in 2009. The water disclosure practices 
of 100 publicly-traded companies eight key sectors were ranked in terms of their 
exposure to water-related risks. The aim was to help investors and companies 
understand how companies in vulnerable sectors are evaluating, managing, and 
disclosing water risks in their operations, supply chains, and products. The study 
found that even for companies operating in sectors and regions of the world facing 
significant water risk, disclosure of risk and corporate water performance was 
surprisingly weak - a copy of the report can be downloaded from the section 
RESOURCES on the China Water Risk website. 

The United Nations Principles for Responsible Investment (UNPRI) 
(www.unpri.org/)– established its Emerging Market Disclosure Project (EMDP) in 

Box 3:  CDP’s Pilot Water Disclosure – Pilot Research 

The CDP Supply Chain 2008 initiative included an optional module on water 
disclosure in order to conduct a small-scale pilot. With the help of four CDP 
Supply Chain members, CDP requested specific water-related disclosure from 42 
companies across multiple sectors. The results of the Pilot indicate that many 
companies do not have a grasp of the risks or opportunities presented by water 
and that even fewer are aware of the potential risks relating to the goods and 
services they purchase through (often global) supply chains. Furthermore, almost 
all companies surveyed lack an adequate management plan for water either in 
their own facilities or in their supply chains. 

The key findings from the Pilot are as follows: 

1. No companies in the Food & Beverage industry responded to the 
questionnaire. 

2. 80% of the companies that responded were able to provide water 
usage data. 

3. Just under half of those responding (47%) felt that water represented 
some form of risk to their supply chain and the same proportion 
deemed water to reflect a material risk to their own business. 

4. Despite identifying supply chains as being potentially at risk from 
water-related issues, no respondents were able to provide data on 
their tier one suppliers‘ water use or to quantify the exposure of their 
business through the purchase of raw materials. Many companies 
did respond saying that this was an area they were currently 
investigating. 

5. Around half of respondents (53%) stated that they had a water 
management plan in place but only a few of these plans addressed 
factors outside the direct control of the company. 

6. More than half of the respondents see water as an opportunity. 
Professional service firms identified opportunities, including building 
sustainable watershed management models and helping clients with 
regulatory compliance. Most manufacturing firms saw opportunities 
related to new products such as smart meters and new processes. 

Source: Carbon Disclosure Project, ―The Case for Water Disclosure,‖ December 2009 
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2008, to assess and improve corporate ESG reporting in emerging markets. EMDP 
has produced several reports on disclosure and has created a sign-on statement for 
investors to declare their support for emerging market companies issuing 
sustainability reports using Global Reporting Initiative's reporting guidelines. To date 
investors with more than $1 trillion in assets under management, including a growing 
number in emerging markets, have signed the statement. 

Sustainable Stock Exchanges (SSE) (www.unpri.org/sustainablestockexchanges) -  
initiative was established in 2009 by the United Nations Conference on Trade and 
Development (UNCTAD), the UN-backed Principals for Responsible Investment 
(UNPRI) and the Global Compact. SSE aims at exploring how the world‘s stock 
exchanges can work together with investors, regulators, and companies to enhance 
corporate transparency. For more on this read our review of exchanges in Asia in ‘A 
Coalition of the Willing? Sustainable Stock Exchanges’ on the China Water Risk 

website. 

Securities and Exchange Commission (SEC) (http://www.sec.gov) over the past 
six years, investors have lobbied the SEC to improve the quality of climate risk 
disclosure in corporate financial filings, and more recently, disclosure of broader ESG 
risk.  

Investors have asked for enforcement of existing reporting requirements and for 
guidance on how these requirements apply in the context of climate change, water 
scarcity, and other sustainability-related risks (Box 4). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This section was based on Ceres‘ Murky Waters? Corporate Reporting on Water 

Risk, 2010.  

Box 4:  Investor Lobbying Resulting in New SEC Guidelines on Climate 
Risk Disclosure Including Water 

Sept. 2007 22 institutional investors in the U.S. and Europe managing $1.5 
trillion in assets filed a petition with the SEC to require publicly-
traded companies to assess and fully disclose their financial risks 
from climate change. 

Oct. 2008 14 of the nation‘s largest institutional investors – including CalPERS, 

CalSTRS, the Maryland, New Jersey, New York City, and New York 

State public pension funds or treasurers – called on the SEC to 

require improved disclosure of ESG risks, including water scarcity 

and climate change. 

Jun. 2009   41 institutional investors and asset managers, with $1.4 trillion under 

management, sent a follow up letter, calling on SEC Chairman Mary 

Schapiro to address the issue of insufficient ESG risk disclosure. 

Jan. 2010  the SEC issued new interpretive guidance on climate risk 

disclosure, which specifically mentions the need to disclose water-

related risks. The SEC notes that ―significant physical effects of 

climate change, such as effects on the severity of weather (for 

example, floods or hurricanes), sea levels, the arability of farmland, 

and water availability and quality, have the potential to affect a 

registrant‘s operations and results.‖ 

 

http://www.unpri.org/sustainablestockexchanges/
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2.3 Shareholders Advocating for Water Disclosure 
 
In the last few years, investors in the U.S. and Europe have increasingly turned to 
shareholder advocacy to advance greater corporate disclosure around water.  

Investors have been filing and voting on shareholder resolutions on water, in 
increasing numbers since 2004. These resolutions seek more disclosure on water 
practices and performance from publicly listed companies, including information on 
water policies, environmental and social impacts of water use, and water usage 
throughout the supply chain (this last item is of particular relevance to China). The 
filing of a resolution, and the dialogue with the company‘s executives that inevitably 
ensues, is an important step in seeking action from a company. 

Figure 1: Shareholder Resolutions on Water 2004-2009 

 

 

 

 

 

 

 

Derived from Interfaith Center for Corporate Responsibility's Ethvest database 

 

The number of shareholder resolutions focusing on water issues has grown in recent 
years (Figure 1). Sectors targeted by shareholder advocates include food, beverage, 
oil and gas, and chemicals. In 2008 and 2009, shareholders filed resolutions with 
companies such as Pepsi-Cola, Hormel Foods, Intel, Exxon, Lockheed Martin Corp, 
and Dow Chemical Corp seeking disclosure around issues of scarcity, pollution, and 
rights to water

12
.
 
Examples of shareholder resolutions are provided in Box 5. 
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 Interfaith Center for Corporate Responsibility‘s Ethvest database, 2010 
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Box 5.  2010 Shareholder Resolutions on Water 

Disclose water withdrawals: 

Green Century Asset Management filed a proposal at NiSource, asking the 

company to publicly disclose the amount of water withdrawn in its 

thermoelectric production and how those measurements compare to less 

water-intensive renewable energy methods. The U.S. Department of Energy 

(DOE) states that electric power plants are the second largest user of 

freshwater in the country. Each day the electric power industry withdraws 190 

billion gallons of water, or 39% of all U.S. freshwater withdrawals. 

Disclose financial risks: 

Northwest & Ethical Investments filed a proposal at Potash, asking for a report 
on how the company is assessing the physical, regulatory, and reputational 
risks associated with water. Potash relies extensively on the availability of 
water for the production of potash, phosphate, and nitrogen. Climate change is 
altering hydrological cycles causing increased droughts in some areas and 
increased flooding in others. This may lead to higher costs for access to water 
and pre-treatment, operational disruptions, conflicts with local communities, 
and regulatory changes. 

Implement water management reform: 

The Sisters of St. Joseph of La Grange, IL, and six other faith-based investors, 
filed a proposal at Massey Energy asking for a report on the company‘s 
progress in implementing the reforms required under its EPA settlement. In 
2008 Massey paid a $20 million civil penalty for violations at Massey‘s coal 
mines in West Virginia and Kentucky. This was the largest civil penalty ever 
levied against a company for wastewater discharge permit violations. In 
addition to the penalty, the company was required to invest $10 million to 
develop and implement procedures to prevent future violations including a 
comprehensive environmental compliance program audited by a third party. 

Develop policy on human right to water: 

NorthStar Asset Management filed proposals asking Connecticut Water 
Service, ExxonMobil, Ecolab, and Intel to create a policy concerning the 
human right to water — addressing issues such as physical accessibility and 
affordability of water. The proposal to ExxonMobil cites its Canadian oil sand 
operations, which uses 60 million gallons in Alberta. This water is not returned 
to the local community and is ultimately unusable for other purposes. 

Proponents recognize Intel as a leader in water reclamation programs and 
water efficiency. But they also point out that the company uses vast quantities 
of water in its semiconductor manufacturing process (7.8 billion gallons of 
water in 2008) and operates in water-scarce areas of the world like Israel and 
the American Southwest. Water access has become a major issue in many 
parts of the world that the company operates in, and shareholders believe that 
adopting a human right to water policy will enhance the company‘s reputation 
and reduce the risks of adverse publicity, consumer boycotts, divestment 
campaigns, and lawsuits. 

Source: As You Sow, Proxy Preview 2010. 
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3. Disclosing Water Risk in China 
 

3.1 China‘s Year of Reporting 
 

In China, ESG information is beginning to be disclosed publically through 
sustainability reports. Since 2006, China has seen a significant increase in such 
reports, with the first issued in 1999 by Shell China and the second issued two years 
later by PetroChina. Ford China, Baosteel Corporation Ltd, Ping An Insurance, 
Toshiba China and the Jiangxi Provincial Branch of China Mobile, all produced 
similar reports in the years that followed. The year 2006 was dubbed ―the year of 
China‘s CSR reports‖, with a major leap in the number of sustainability reports 
produced. At the end of 2009, over 400 sustainability reports were released. 

 

 

 

 

 

 

 

 

 
 
 
 

Source: A Journey to Discover Values, SynTao, 2009. 

 

Despite the growth in sustainability reporting, ESG disclosure is a challenge: 

 Companies do not generally disclose ESG-related information. There are around 
1,500 listed companies in the A shares market

13
 and 80% of them do not release 

sustainability reports. This is similar to the situation in central-level state-owned 
enterprises.  

The 2009 report by the Carbon Disclosure Project (CDP) showed that many 
Chinese companies still hesitate to report on carbon. Only 29 of 100 Chinese-
listed companies responded to the information request by CDP in 2009. The 
number of respondents was even lower in 2008. These results are perhaps not 
surprising, in light of the fact that the A Share market is not accessible for the 
majority of foreign investors; consequently external drivers that stimulate foreign-
owned companies to report are lacking for China‘s A share companies. 

 According to SynTao in its report ―A Journey to Discover Values
14

,‖the quality of 
sustainability reports by Chinese companies could improve. Many reports focus 
on philanthropic activities and have insufficient coverage on business operations 
and the related ESG issues. Put simply, the reports do not generally frame issues 

                                                      
13

 ‗A‘ Shares are priced in RMB and can only  be traded by international investors who have been approved under the Qualified 
Foreign Institutional Investor programme 
14

 SynTao, ―A Journey To Discover Values,‖ 2009 

Figure 2:  Sustainability Reports on the Rise  
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in a way that addresses materiality. In the ―CDP China Report 2009
15

,‖ which 
analysed 17 reports by financial companies and 17 reports by energy-intensive 
companies, only one financial company and three energy-intensive companies 
had an in-depth discussion of climate change issues. This reflects not only the 
lack of awareness of climate risk but more importantly that companies still do not 
collate information useful for ESG analysis. 

Looking forward, it is expected that more companies, both Chinese and multinational 
corporations, will release sustainability reports and disclose more ESG information in 
China. This will likely be supported or required by government agencies and the stock 
exchange. Information quality will hopefully increase gradually as companies gain 
greater understanding of ESG issues and their relevance to corporate performance 
and when more external stakeholders use the information proactively. During this 
period, NGOs can also play an important role in demanding more and better quality 
disclosure. 

Syntao also hosts a China Sustainability Reporting resource Centre
16

, an online 
database that allows access to some of China‘s corporate sustainability reports. 

3.2 Mandating Disclosure 
 
Although, measuring corporate water use and discharge is still nascent, as water 
scarcity increasingly becomes an urgent operational concern, water disclosure in 
China will likely be mandated in some form or another, whether through sustainability 
reporting or listing requirements, particularly for water-exposed industries.  

Indeed as part of the government‘s initiative to strengthen environmental protection, 
legal and policy measures have been established since 2003 to facilitate public 
participation. Evolving policy, alongside the increased capacity of environmental 
NGOs in China and business‘ own increasing incentive to achieve sustainability, have 
set the stage for broad public-private collaboration to tackle pollution. A key 
regulation is the Measures on Open Environmental Information passed in May 2008 
that mandates the public disclosure of environmental data by companies. Under the 
Measures, companies are required to disclose the requisite information within 30 
days of being cited by local environmental bureaus for violating pollution standards. 
Please refer to REGULATORY TRENDS on the China Water Risk website for more 
details (www.chinawaterrisk.org). 

Organisations like the Institute of Public and Environmental Affairs (IPE, 
www.ipe.org.cn/En/) are capitalising on increased public disclosure of pollution 
monitoring data. Through IPE‘s water and air pollution maps, the public can access 
tens of thousands of environmental quality and infraction records released by various 
government agencies. The idea is that disclosure aids enforcement. When people 
have access to these records, it puts extra pressure on companies on the list to 
address their polluting activities. 

It is commonly known, however, that in China enforcement is problematic. In October 
2009, Greenpeace released a report entitled, ―Silent Giants: An Investigation into 
Corporate Environmental Information Disclosure in China,‖ which revealed that 
eighteen top Chinese and overseas companies, including Shell and Sinopec, were 
flouting the environmental disclosure regulation in the first year the law was enacted. 
Only three companies eventually published information but only well over a year after 
the 30-day deadline. 

Experts view China‘s Environmental Information Disclosure law as a step toward 
developing regulations similar to the Toxics Release Inventory in the United States, 

                                                      
15

 Carbon Disclosure Project, ―China 100,‖ 2009 
16

  See: http://www.sustainabilityreport.cn/syspageShow.asp?SPId=4 

http://www.chinawaterrisk.org/
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which has been credited as one of the most effective and low-cost tools for reducing 
industrial pollution in the U.S. 

 

 

 

 
 
 
 

3.3 Driving China‘s Disclosure 

Converging factors 
Factors that are driving disclosure in China include the following: 

 Historically, non-financial reporting was confined to labour issues. Today there is 
the view that corporate responsibility embraces the more holistic idea of 
sustainability, which contributes to the building of China‘s much talked about 
―harmonious society 
 

 Both central and local governments have published a series of documents 
requiring or encouraging businesses to release sustainability reports. For 
instance, in January 2007, the State Council‘s Assets Supervision and 
Administration Commission issued the ―Guidelines for State-Owned Enterprises 
Performing Their Social Responsibilities.‖ As a result, state-owned enterprises 
and listed companies have played a leading and pioneering role in sustainability 
reporting. 
 

 Stock Exchanges have weighed in as well: The Shenzhen Stock Exchange 
issued a guidance notice on sustainability reporting for listed companies in early 
2006, which it followed with training programmes. The Shanghai Stock Exchange 
introduced similar measures in May 2008 via the ‗Shanghai CSR Notice‘ and the 
‗Shanghai Environmental Disclosure Guidelines.‘ 
 

 NGOs have also increased the pressure on companies to disclose information on 
their social and environmental performance. 
 

 The development of environmental management systems facilitates disclosure as 
a relatively straightforward next step. In establishing such a system, a company 
must monitor and measure and will therefore have the systems in place to collate 
data and information that can be disclosed.   

 

Green Securities Policy 
The measures taken by both the Shanghai and Shenzhen Stock Exchanges to 
encourage sustainability reporting fit within a broader government policy framework of 
using the tools of finance to encourage environmentally and socially sustainable 
private sector development. The ―Green Securities‖ policy launched in February 2008 
by the Ministry of Environmental Protection (MEP), in partnership with the China 
Securities Regulatory Commission (CSRC), makes it harder for polluters to access 
capital by requiring companies listed on the stock exchange to disclose their 
environmental records. 

The policy was further strengthened by the ―Green IPO‖ policy passed in June 2008, 
which requires enterprises in highly-polluting industries to undergo an environmental 
assessment by MEP before initiating an IPO or obtaining refinancing from banks. 
During a ten-day pre-IPO evaluation period, MEP conducts its own assessment and 

‗Evidence shows that a strong information disclosure system helped reduce 

pollution in the United States by 61% in 20 years,‖ ―The public has a right to know 

about what these corporations are discharging in the rivers and lakes around their 

communities and what risks they face‖ 

Source: Top Corporations Break New Environmental Regulation in China,  
Greenpeace, 2009 
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solicits public opinion. If MEP approves the company, the IPO listing is allowed to 
continue. As of September 2008, this process was responsible for the rejection or 
further review of IPOs from 20 out of 38 companies reviewed since the policy was 
first implemented

17
. The real test case however was when Gold East Paper (see Box 

6), an affiliate of logging giant, Asia Pulp and Paper, filed for an IPO in August 2008. 
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 World Federation of Exchanges, link: http://www.world-exchanges.org/sustainability/m-6-7-3.php 

Box 6:  The Gold East Paper Trail 

In 2008, Gold East Paper, an affiliate of logging giant APP, filed for an IPO with 
the Shanghai Stock Exchange. APP and its subsidiaries have been accused of 
illegal forest activities in China and Indonesia, and causing ten cases of water 
pollution in China over four years. In the ten-day pre-IPO evaluation, Chinese 
and international NGOs presented MEP with Gold East Paper‘s poor 
environmental record gathered from more than five years of research on APP-
China. 

Chronology of events
2
: 

2008 

August 5: Gold East Paper submits its IPO application. 

August 5-14: MEP initiates a ten-day consultation window to gather 

public opinion about the company. 

August 12: Six environmental NGOs, including Greenpeace 

China, send a joint letter to MEP urging it to consider 

Gold East Paper‘s IPO application carefully, due to its 

problematic environmental track record which has 

included breaches of water pollution laws and illegal 

forest destruction. 

August-September: MEP says it will carefully consider the NGOs‘ 

suggestions. Subsequent Greenpeace investigations 

uncover further evidence that Hainan Jinhai Pulp & 

Paper Co, a Gold East Paper subsidiary, has been 

discharging polluting gases and wastewater 

exceeding allowable limits for a long time.  

September 2: The six NGOs send a second letter to MEP containing 

the new evidence on Hainan Jinhai Pulp & Paper Co. 

November 21: Greenpeace China, Friends of Nature and National 

Business Daily co-host a seminar in Beijing to discuss 

the role of public participation in the implementation of 

Green Securities and the Green IPO policy. 

2009,  March 2: MEP re-opens the public consultation window for the 

Gold East Paper IPO. 

In June 2009, the MEP finally issued the approval of Gold East Papers‘ 

environmental audit, which now allowed Gold East Paper to apply for an IPO. 

11 This has been the longest environmental review since the Green Securities 

policy was implemented in 2008
3
. 

 
1
BankTrack: http://www.banktrack.org/show/dodgydeals/asia_pulp_and_paper 

2
Greenpeace, ―Green Investment,‖ March 2009. 

3
BankTrack: http://www.banktrack.org/show/dodgydeals/asia_pulp_and_paper 
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IPO Disclosure in Practice 
In an attempt to assess the quality of disclosure in IPO prospectuses, in 2006, the 
Association for Sustainable and Responsible Investment in Asia (ASrIA) undertook a 
review of IPO documents from a representative cross section of supply chain 
companies operating in China and listing on the Hong Kong stock exchange. The 
report highlighted significant disclosure gaps concerning increasingly material ESG 
performance issues. ―The superficial nature of disclosures also suggests that relevant 
information related to ESG performance is quite simply not available, leading us to 
further conclude that these companies may not be systematically addressing ESG 
risks in their operations18.‖ This was all the more surprising, according to the report, 
since 46% of the companies indicated compliance with an ISO 14001-certified 
environmental management system.  
In 2008, ASrIA conducted a follow-up review which tracked a more current and 
diverse set of companies.  The report concludes that there has been an improvement 
in the willingness of business to increase disclosure and provides detail on ESG 
operating risks, especially in certain sectors, such as electronics and garments that 
have been historically more proactive in disclosure. 

Two points worthy of note from the 2008 report
19

: 

 Public sanction, local controversy and media attention from within China is 
considered to have helped drive more detailed disclosure of ESG-related 
problems and regulatory non-compliance. Some of the most realistic disclosure 
found in the review comes from companies that have been required to provide 
detailed accounts of public controversies. 
 
Recent prospectuses offer a much more realistic understanding of companies‘ 
water usage and treatment (see Box 7). Disclosure of ongoing operating water 
cost issues is emerging. Detailed information on the utilisation rates, quantities 
and capacities of purpose-built facilities was found in nearly half of the 
prospectuses reviewed. 

 

                                                      
18

 ASrIA, ―A Cat and Mouse Game For Investors,‖ August 2006 
19

 Ibid. 

November 
21: 

 

 

2009 

Greenpeace China, Friends of Nature and National Business 

Daily co-host a seminar in Beijing to discuss the role of public 

participation in the implementation of Green Securities and the 

Green IPO policy. 

 

March 2: MEP re-opens the public consultation window for the Gold East 

Paper IPO. 

In June 2009, the MEP finally issued the approval of Gold East Papers‘ 

environmental audit, which now allowed Gold East Paper to apply for an IPO. 

11 This has been the longest environmental review since the Green Securities 

policy was implemented in 2008
3
. 

 
1
BankTrack: http://www.banktrack.org/show/dodgydeals/asia_pulp_and_paper 

2
Greenpeace, ―Green Investment,‖ March 2009. 

3
BankTrack: http://www.banktrack.org/show/dodgydeals/asia_pulp_and_paper 
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Summary of Measures Driving China’s Disclosure  

 Government policy and regulation 

 Stock exchange requirements 

 Emerging corporate leaders  

 NGOs and community  pressure 

 Availability of reporting tools and guidelines 

 Scandals and controversy 

 The adoption of environmental  management systems 
 

2006 Shenzhen Stock Exchange CSR guidance for listed companies 

2008 MEP and the China Securities Regulatory Commission launch the Green 

Securities Policy 

2008 Measures for Opening the Environmental Information mandating 

environmental disclosure by government departments formed  

2008 Shanghai Stock Exchange issues the ‗Notice of improving Listed Companies 

Assumption of Responsibilities‘ and the ‗Guidelines on Environmental Information 

Disclosure by Listed Companies‘ 

2009 China Banking Association CSR guidelines 

2010 MEP issues a consultation document on a Guide to Environmental 

Information Disclosure for Listed Companies 

 

 

 

Box 7:  Water Reporting in IPO Prospectuses 

In their IPO prospectuses, Pacific Textile (2007) and Nine Dragons (2006) 
provided the particulars of their water fees and data on their water requirements, 
consumption and subsequent discharge levels. Nine Dragons, a paper company, 
provided perhaps the fullest disclosure on its approach to water supply issues 
because of the high requirements of its paper and pulp operations. Their 
Dongguan production facilities consume approximately 65,000 tonnes of water a 
day, while their Taicang production facilities consume approximately 20,000 
tonnes of water a day. Nine Dragons has a water treatment facility, a 
desalinization plant and two reservoirs at its disposal. The company‘s final backup 
plan is to connect to the municipal water supply. 

Co-Prosperity Holdings, a textile and apparel company, detailed the fees it paid for 
the water it sourced from third-party providers as part of its discussion of its water 
consumption permits. Other companies referred to changes in rising water costs, 
fees paid for water protection and water requirements of new facilities. 

The recognition of the threat of water shortage is significant. Additional information 
on source volume, operational requirements and investment and usage 
projections will be material for investors to understand company contingencies to 
address future scarcity risk. 

Source: ASrIA, ―ESG: Reality Sets In,‖ January 2008 
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