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Introduction

The way and scope of reported information by companies is subject to constant change. Methods of presenting
financial indicators disclosed by companies are evolving. New reporting strategies have been implemented,
mainly relating to the area of corporate governance - Polish companies have mastered them well. The next
step in evolution seems to be expanding the scope of reporting on non-financial data. This is a powerful
trend, discernible equally at the market level, as more and more companies regularly report non-financial data;
self-regulatory level, where entire industries generate relevant guidelines and indicators; as well as regulatory

level, which manifests itself in national and EU legislative initiatives.

Extending the scope of reporting to non-financial data makes it necessary to develop new skills, knowledge
and experience, allowing adequate collection and presentation of this type of information. Presenting it in a way
that is valuable, particularly to shareholders, is a challenge. It is necessary to know expectations of recipients
of the reports, then learn how to use the standards of non-financial reporting and develop adequate rating and
data collection processes within an organization. It remains a concern, whether or not too much is revealed
to competition. To guide Polish companies on what should be reported and how, the Polish Association of
Listed Companies, Crido Business Consulting in cooperation with GES, a research and service provider for
responsible investments, have launched "ESG Analysis of companies in Poland" in 2012. It is an educational
project, with the purpose of preparing companies for reporting data in the area of environmental, social and

corporate governance (ESG).

The aim of the "ESG Analysis of companies in Poland" project is to provide companies with the best possible
knowledge in the most direct way. At the heart of the project is the analysis of the level of non-financial data
reporting of all companies listed on the main market of the Warsaw Stock Exchange as well as the NewConnect
alternative market. The results of the analysis of 865 companies carried out by GES analysts are stored on a
Web platform especially established for the project. Every company, after receiving a password, can access its
individual results and track how it was valuated and how it is ranked in comparison to other companies. More
importantly, a company can engage in dialogue with analysts, to find out more about the analysis process
as well as get advice on what information to add to raise its rating and ranking. In addition, Crido Business
Consulting meets with selected companies to learn about the barriers and challenges in terms of ESG reporting,
on the basis of which specific guidelines for companies are prepared to improve disclosure.



The analysis was carried out for the first time in 2012, and its results and recommendations for companies
were presented in the publication entitled ,Building company value through reporting non-financial ESG
data”. There we present the results of the second edition of the “ESG Analysis of companies in Poland”.
The results were divided into main indexes and sectors. Sectoral breakdown allows to capturing those factors
that companies consider to be important in the reporting process. The obtained results indicate that the
companies still have a lot of work to do to improve the level of disclosure of ESG data, important from the
point of view of key stakeholders. Public administration, apart from investors, is also clearly a stakeholder.
Therefore, in the article titled “European Commission extends the reporting obligations of companies”, we
unfold legislative changes proposed by the EU and Polish authorities. By these means we single out areas
of reporting, to which companies should pay more attention. This applies to the information in the area

of employment, supply chain and social relations in particular.

It is important to identify the benefits of greater transparency ESG reporting brings. Therefore, the third part
of the publication contains an overview of the most important international research examining correlation
between non-financial data reporting and value of a company on the market. We invite you to get acquainted
with the results of the work of analysts. Based on the data from the “ESG analysis of companies in Poland”,
they have valuated whether investing in the most transparent companies is profitable.

By commissioning the project we also encourage investors, that base their own investment decisions on
non-financial data as well, to be more active in our country. Through this the leading companies reporting
non-financial data would be rewarded by the market. Each year brings growth in the number of responsible
investors, evaluating companies, based on ESG data as well. In regard to the fact that they are primarily
foreign investors, the results of the second edition of the project are also presented in English. With it we
hope to stimulate interest of foreign investors in companies that handle disclosure of non-financial information
the best.

“ESG Analysis of companies in Poland”, due to its scope, execution and purpose, is a unique enterprise not
only in Poland, but also in Europe. The data collected during its completion gains more and more value each
year, since it allows investors to track the dynamics of change and make better investment decisions. And as
the results of the analysis show, investing in transparent companies is less risky and more profitable. With this in
mind, investor relations departments should be aware that efforts put in raising the level of ESG data reporting
could realistically translate into greater flow of capital into the company.
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ESG ANALYSIS OF COMPANIES IN POLAND

Hesults of ESG Analysis of
companies in Poland

MAJA KOSTRZEWA » GES

The second edition of the ,ESG Analysis of compa-
nies in Poland” project was conducted on a sample of
865 companies and, like last year, it included compa-
nies listed on the regulated market of Warsaw Stock
Exchange and NewConnect market companies. The
analyzed companies were verified again regarding
transparency of disclosed data concerning environ-
mental protection, social responsibility and corporate
governance. In all three categories the companies had
to meet the defined criteria both general and, as far as
environmental protection and social responsibility are
concerned, sectoral, in order to achieve a satisfac-
tory evaluation. Via an interactive platform the com-
panies still have the possibility to communicate with
analysts, who conducted the analysis, and by asking,
commenting, explaining and suggesting changes,
they have an opportunity to influence the increase of
particular rating. The aforementioned platform allows

Table 1. Company rating methodology

Points Rating

0 points o]
0,3 or 0,2 points c+
0,75 or 0,5 points b-
1,2 or 0,8 points b
1,8 or 1,2 points b+
2,25 or 1,5 points a-
2,7-3 or 1,8-2 points a

companies to get acquainted with sector benchmark,
which constitutes a comparison of companies listed
on such indexes as MSCI Word, FTST All Word or
VINX Nordic - within one sector.

The quality of information supplied by the analyzed
companies is, similarly to last year, varied between
particular ESG factors and in most cases relates to
the size of the analyzed company as well as the sec-
tor in which the company operates. Reports of com-
panies which disclosed non-financial data are better,
more detailed, but the majority of Polish companies
still reveal their non-financial data in relation to corpo-
rate governance only.

On the basis of the analyzed sample of 865 listed
companies, the following ratings were achieved for
individual ESG factors:

Description

No information or total failure

Indication of company strategy

Extensive policy

Policy + programme or policy + management system
Policy + programme + management system
Progress evaluation

External verification



Quantative division of companies according to the rating achieved in each of

the three ESG categories

Envi tal
Social Responsibility Corporate Governance
a 0 0 1

a-
b+
b
b-

C+

Proportional division of companies according to the rating achieved in each of

the three ESG categories

Rating

28
110
711

Environmental

21
45
793

Social Responsibility

Management

a 0 0% 0 0%

a- 0 0% 0 0%

b+ 2 0,2% 2 0,2%

b 15 1,7% 5 0,5%

b- 28 3,2% 21 2,4%

c+ 110 12,7% 45 5,2%

c 711 82,2% 793 91,7%
900
800
700
600
500
400
300
200
100

0 -
Rating a -b +b b -C +C

Corporate Governance

29

192

458

163

16

M Environmental Management

29
192
458
163

16

0,1%

3,3%

22,1%

52,9%

18,8%

2%

0,8%

Social Responsibility

Corporate Governance
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Results in environmental
management

In environmental management 0,2% of the analyzed
sample achieved ,b+” rating. ,B+" rating in this part of
the analysis was the highest, none of the companies
achieved a higher result.

1,7% of companies achieved ,b” rating, and 3,2% ,,b-
”. 12,7% of companies achieved ,c+” rating. Finally
82,2% of companies achieved ,c” rating. Out of
83,2% of companies, 13,2% supply a negligible scope
of information and 86,8% publish no information.

Results in social
responsibility

The highest rating in social responsibility was ,b+" as
well, which was achieved by 0.2% of companies. 0,5%
of companies achieved ,b” rating. 2,4% of companies
achieved ,b-"rating and 5,2% of companies achieved
,C+”. 91,7% of companies achieved ,c” rating. 18,9%
out of 91,7% of companies supply negligible scope of
information. 81,1% publish no information.

Results in corporate
governance

Most positive ratings were achieved by companies for
information used in analysis of corporate governance.
It is as follows: 0,1% of companies with ,a” rating,
3,3% with ,a-", 22,1% ,b+", 52,9% ,b”, 18,8% ,b-"
and 2% ,c+”. Only 0,8% of companies achieved
,C" rating. Out of 0,8% of companies, 28,6% supply
a negligible scope of information and 71,4% (5
companies) publish no information.

In the comparison of all three parts of the analysis,
we can see a tendency analogous to the last year.
It indicates the fact that companies, on a similar and
rather low level, disclose information concerning
environmental protection and social responsibility,
whereas a very high reporting level can be observed
while evaluating corporate governance of the
companies. Only 0,8% of analyzed companies do not
report any information.

Results of the analysis with division
into groups based on indexes
and division into sectors

In order to precisely compare the results of analysis
of listed companies the following division was used:

» WIG20 + mWIG40,

» sWIG 80,

» Main Market outside indexes,

» New Connect,

» foreign companies,

» sectoral division of Main Market companies

While in the first division we tried to notice the difference
in companies’ rating compiling the minimal, maximal,
medium and median values. In the sectoral division of
Main Market companies we tried to observe what the
average ratings are for each part of the analysis on the
backdrop of sectoral risks.

Results of the analysis with division
into groups based on indexes

Thefirst division clearly indicates that, taking maximum
values into consideration, foreign companies are the
best in disclosing ESG data (maximum values are
2,14 points). The next are WIG20 + mWIG40 (1,79
points), sWIG80 (1,58 points), Main Market outside
indexes (1,56 points) and NewConnect (0,87 points).
The picture looks differently if we use arithmetic
means or medians as reference. These statistics differ
slightly between each other, which means that there
are no disproportions in the evaluated groups. WIG20
+ mWIG40 (mean: 1 point and median: 0,93 point)
are in the first place, the next are foreign companies
(mean: 0,86 point; median: 0,78 point), next is sSWIG80
(mean: 0,74 point; median: 0,69 point), then Main
Market outside indexes (mean: 0,62 point; median:
0,60 point) and finally NewConnect (mean: 0,44 point;
median: 0,46 point). Minimum values equal zero in
two groups: companies from Main Market outside
indexes and NewConnect companies.

Shall one wish to see which sectors are represented
by the most transparent companies in each group,
these will be:
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In the group of companies listed
on WIG20 + mWIG40: » telecommunications sector
The scope of disclosing non-financial data

» energy sector specific for the industry by companies of the

The scope of disclosing non-financial data
specific for a given industry by companies of
the energy sector includes, in the environmental
part, renewable energy sources, environmental
performance (gas emissions, water and energy
use), land restoration and environmental impact
assessment. Whereas in the social part it includes
relations with the local community, training security
staff in the field of human rights, corruption, as well
as social requirements on suppliers. In the group of
companies listed on WIG20 + mWIG40 , the level
of data disclosure among best reporting companies
is satisfactory in the environmental part, where
ratings are at an average level. Similarly in the part
devoted to social responsibility, quite substantial
part of the information is published in respect of
relations with the local community, training security
staff and corruption. The situation is worse as far as
requirements for the supply chain are concerned,
where the level of published information is very low
or the companies do not publish any information.

materials sector

The scope of disclosing non-financial data specific
for the industry by companies of the materials sector
includes, in the environmental part, environmental
performance (gas emissions, waste, water and
energy use), land restoration and environmental
impact assessment. Whereas in the social part it
includes relations with the local community, training
security staff in the field of human rights, corruption,
as well as social requirements for suppliers. In the
group of companies listed on WIG20 + mWIG40,
the level of data disclosure among best reporting
companies is satisfactory in the environmental
part, where ratings are at an average level. But
in the part concerning social responsibility of the
companies, the information is mainly published in
respect of relations with the local community, and
on a smaller scale in respect of training security
staff and corruption. The worst situation concerns
requirements for the supply chain, where the level of
published information is very low or the companies
do not publish any information.

telecommunications  sector includes, in the
environmental part, environmental performance (gas
emissions and energy use), business travel and fleet
management. Whereas in the social part it includes
relations with the local community, corruption, as
well as social requirements for suppliers. In the group
of companies listed on WIG20 + mWIG40, among
best reporting companies the level of data disclosure
is similar in both parts of the analysis, showing a
medium level of reporting, only the requirements on
suppliers are insufficiently described.

financial sector

The scope of disclosing non-financial data specific
for the industry by companies of the financial sector
includes, in the environmental part, environmental
performance (gas emissions and energy use), business
travel, project financing and active participation in
ownership. Whereas in the social part it includes
socially responsible investment and corruption. In
the group of companies listed on WIG20 + mWIG40,
among best reporting companies the level of data
disclosure is quite high concerning financial aspects
of product and ownership management as well as
business travel, but low concerning environmental
performance. The situation is similar in the social
part where the level of disclosing non-financial data
specific for the sector is very low.

In the group of companies listed on sWIG80:

» financial sector

The scope of disclosing non-financial data specific
for the industry by companies of the financial sector
includes, in the environmental part, environmental
performance (gas emissions and energy use),
business travel, project financing and active
ownership. Whereas in the social part it includes
socially responsible investment and corruption. In
the group of companies listed on sWIG80 the level
of data disclosure among best reporting companies
is satisfactory concerning financial aspects of
product and ownership management, business
travel as well as data concerning environmental
performance. The situation is different in the social

13
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part where the level of disclosing non-financial
data specific for the sector is varied as the data on
socially responsible investments is missing. Only
the level of corruption reporting is satisfactory.

industrial sector

The scope of disclosing non-financial data
specific for the industry by companies of the
industrial sector includes, in the environmental
part, environmental performance (gas emissions,
waste, energy use), land restoration, hazardous
substances and environmental impact assessment.
Whereas in the social part it includes relations
with the local community, training security staff in
the field of human rights, corruption, as well as
social requirements for suppliers. In the group of
companies listed on sSWIG80 among best reporting
companies the level of data disclosure is very poor,
the only information relates to energy use and
hazardous substances. The situation is different in
the social part where the level of disclosing non-
financial data specific for the sector is satisfactory
concerning relations with the local community,
training security staff and corruption, but data on
social requirements for suppliers is missing.

healthcare sector

The scope of disclosing non-financial data specific
for the industry by companies of the healthcare
sector includes, in the environmental part, fleet
management, environmental performance (waste
and energy use) and hazardous substances.
Whereas in the social part it includes relations
with the local community, corruption, as well as
social requirements for suppliers. In the group
of companies listed on sWIG80 the level of data
disclosure among best reporting companies
is satisfactory as far as data published on fleet
management and environmental performance
is concerned. Whereas data concerning use of
hazardous substances is missing. The situation
is similar in the social part, where the level of
disclosing non-financial data specific for the sector
is satisfactory concerning relations with the local
community and corruption, but data on social
requirements for suppliers is missing.

» materials sector

The scope of disclosing non-financial data specific
for the industry by companies of the materials sector
includes, in the environmental part, environmental
performance (gas emissions, waste, water and
energy use), land restoration and environmental
impact assessment. Whereas in the social part
it includes relations with the local community,
corruption, as well as social requirements for
suppliers. In the group of companies listed on
sWIG80, among best reporting companies the level
of data disclosure is quite satisfactory as far as
data published on risk analysis and environmental
performance is concerned. However, other
environmental issues are not discussed at all
in publicly available company documents. The
situation is similar with social issues. The scope
of disclosed information embraces only some part
of the analysis concentrating mainly on relations
with the local community, whereas there is little
or no information on preventing corruption or
requirements for suppliers.

In the group of companies listed on the Main
Market outside indexes:

» materials sector

The scope of disclosing non-financial data
specific for the industry by companies of the
materials sector includes, in the environmental
part, environmental performance (gas emissions,
waste, water and energy use), land restoration
and environmental impact assessment. Whereas
in the social part it includes relations with the
local community, training security staff in the
field of human rights, corruption, as well as
social requirements for suppliers. In the group
of companies listed on the Main Market outside
indexes, the level of data disclosure among
best reporting companies is satisfactory in the
environmental part, where ratings are at an
average level. But in the part regarding social
responsibility of the companies, the information is
mainly published in respect of relations with the
local community, and on a smaller scale in respect
of training security staff and corruption. The worst
situation concerns requirements for supply chain,
where the level of published information is very low
or the companies do not publish any information.



» financial sector

The scope of disclosing non-financial data
specific for the industry by companies of the
financial sector includes, in the environmental
part, environmental performance (gas emissions
and energy use), business travel, project financing
and active ownership. Whereas in the social part
it includes socially responsible investment and
corruption. In the group of companies listed on
the Main Market outside indexes, among best
reporting companies, the level of data disclosure
is quite high regarding financial aspects of
product management as well as business
travel and medium concerning environmental
performance in ownership management. The
situation is similar in the social part where the
level of disclosing non-financial data specific for
the sector is satisfactory.

consumer discretionary sector

The scope of disclosing non-financial data specific
for the industry by companies of the consumer
discretionary sector includes, in the environmental
part, fleet management, environmental
performance (waste and energy use), and
manufacturing eco products, or ecological
components. Whereas in the social part it includes
socially responsible investment and corruption as
well as social requirements for suppliers. In the
group of companies listed on the Main Market
outside indexes, among best reporting companies
the level of data disclosure is varied. The only
satisfactorily described criterion is the issue of
fleet management. In the remaining criteria the
transparency of companies is negligible. The
situation is similar in the social part where issues
concerning local community and corruption are
reported on a medium level, whereas there is no
information on requirements for suppliers.

consumer staples sector

The scope of disclosing non-financial data specific
for the industry by companies of the consumer
staples sector includes, in the environmental part,
environmental performance (waste and water and
energy use), and manufacturing eco products, or
ecological components. Whereas in the social
part it includes socially responsible investment
and corruption as well as social requirements

for suppliers. In the group of companies listed
on the Main Market outside indexes the level of
data disclosure among best reporting companies
is satisfactory as far as data published on
environmental performance is concerned, but
information about possible manufacturing of eco-
products is missing. Whereas in the social part
issues concerning local community and corruption
are reported on a low level, and there is no
information on requirements for suppliers.

In the group of companies listed on NewConnect

» industrial sector

The scope of disclosing non-financial data specific
for the industry by companies of the industrial
sector includes, in the environmental part, fleet
management, and environmental performance
(waste and energy use). Whereas in the social part
it includes corruption. In the group of companies
listed on NewConnect, even best reporting
companies do not publish any information in
the area of environmental issues specific for the
sector. In the part devoted to companies’ social
responsibility the topic of corruption is reported on
a medium level.

utilities sector

The scope of disclosing non-financial data specific
for the industry by companies of the utilities sector
includes, in the environmental part, environmental
performance (gas emissions, dangerous waste,
energy use), land restoration and environmental
impact assessment. Whereas in the social part
it includes relations with the local community,
corruption, as well as social requirements for
suppliers. In the group of companies listed on
NewConnect, among best reporting companies
the level of data disclosure is poor concerning
environmental performance (apart from data
referring to energy use), whereas the companies
disclose a small scope of information concerning
land restoration. In the social part, issues
concerning local community are reported on a low
level and there is no information on requirements for
suppliers and prevention of corruption.

PART 1
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» financial sector

The scope of disclosing non-financial data specific
for the industry by companies of the financial sector
includes, in the environmental part, environmental
performance (gas emissions and energy use),
business travel, project financing and active
ownership. Whereas in the social part it includes
socially responsible investment and corruption.
In the group of companies listed on NewConnect
even best reporting companies do not publish
any information in the area of environmental
issues specific for the sector. In the part devoted
to companies’ social responsibility the topic of
corruption is reported on a medium level, but
there is no information on socially responsible
investments.

omaterials sector

The scope of disclosing non-financial data specific
for the industry by companies of the materials sector
includes, in the environmental part, environmental
performance (gas emissions, waste, water and
energy use), land restoration and environmental
impact assessment. Whereas in the social part
it includes relations with the local community,
corruption, as well as social requirements for
suppliers. In the group of companies listed on
NewConnect even best reporting companies do not
publish any information in the area of environmental
issues specific for the sector. In the social part issues
concerning socially responsible investments are
reported on a poor level, and there is no information
on requirements for suppliers and corruption.

In the group of foreign companies listed on
different indexes:

» financial sector

The scope of disclosing non-financial data specific
for the industry by companies of the financial sector
includes, in the environmental part, environmental
performance (gas emissions and energy use),
business travel, project financing and active
participation in ownership. Whereas in the social
part it includes socially responsible investment
and corruption. In the group of foreign companies,
among best reporting companies the level of
environmental data disclosure is high in regard to

all aspects of the analysis. However, the level is
the highest in respect of environmental issues of
product management, taking the substance of the
financial institutions’ activity into consideration.
The situation is similar in the social part where the
level of disclosing non-financial data specific for the
sector is quite high in all aspects.

energy sector

The scope of disclosing non-financial data specific
for the industry by companies of the energy sector
includes in the environmental part, renewable
energy sources, environmental performance (gas
emissions, water and energy use), land restoration
and environmental impact assessment. Whereas
in the social part it includes relations with the
local community, training security staff in the field
of human rights, corruption, as well as social
requirements for suppliers. In the group of foreign
companies, among best reporting companies the
level of data disclosure is quite high concerning
all aspects of the analysis and medium in the part
devoted to social responsibility of the companies
in respect of relations with the local community,
training security staff and corruption. In case of
companies’ requirements concerning supply chain,
the scope of reporting is satisfactory.

materials sector

The scope of disclosing non-financial data specific
for the industry by companies of the materials sector
includes, in the environmental part, environmental
performance (gas emissions, waste, water and
energy use), land restoration and environmental
impact assessment. Whereas in the social part it
includes relations with the local community, training
security staff in the field of human rights, corruption,
as well as social requirements for suppliers. In
the group of foreign companies, among best
reporting companies the level of environmental
data disclosure is quite high in regard to all aspects
of the analysis. The land restoration data is the
most comprehensive. In the social part the level
of reporting is lower because only a small amount
of information is published on relations with the
local community and corruption, a bit more on
requirements for suppliers and no information on
training security staff.
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» health care sector Analysis results of the sectoral
The scope of disclosing non-financial data specific division of companies from Main
for the industry by companies of the healthcare Market

sector includes, in the environmental part,

environmental performance (gas emissions, waste,

water and energy use) and hazardous substances. The Analysis according to the second division (secto-
Whereas in the social part it includes relations with ral division of Main Market companies) was conduc-
the local community, corruption, as well as social ted on the sample of 437 listed companies from the
requirements for suppliers. In the group of foreign Main Market. This time the average rating for each
companies the level of data disclosure among part of the analysis in a given sector was on the back-
best reporting companies is satisfactory as far drop of risks with which the companies have to deal.
as data published on environmental performance The conclusions from the analysis are presented in
is concerned. Whereas data concerning the use the table below.

of hazardous substances is missing. In the part

devoted to issues concerning social responsibility

of companies, only the topic concerning local

community relations is reported on a poor level, and

there is no information on social requirements for

suppliers and corruption.
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Based on the above table, a clear trend to disclose
non-financial data in the field of corporate governance
can be noted, as well as almost complete absence
of actions that would counter risks in the field of the
environmental protection and social responsibility
- regardless of represented sector.

Given the above, it is recommended that companies
analyze social and environmental risks which may
have an adverse effect on their operations. And
consequently take minor steps in a systematic and
structured manner and, start preventive actions
designed to safeguard their business from any
potential incidents in the future.

Development of environmental policy is advised,
it should be implemented through a variety of
environmental  programs.  Another  important
environmental aspect is monitoring of data such as
emissions, energy, water consumption, and waste
management. Implementation of environmental
management system as well as its validation
by certification will be required in the long-term
perspective. Considering that the global warming
has become an important issue in recent years, it
is also recommended to report detailed data on
greenhouse gas emissions and to publish them in the
form of CDP (Carbon Disclosure Project) protocols.

Introduction of a code of ethics appears to be
a natural beginning of any action in the field of
corporate social responsibility. This would denote the
company’s demeanor towards employees and other
stakeholders, as well as demeanor of employees
towards their company in a simple and transparent
way. The code should be clear and simple in form,
since its primary goal is not to satisfy the growing
requirements of investors, but rather to communicate
with stakeholders - including employees at various
levels of their career. It is recommended that
employer’s obligations towards employees go
beyond law-imposed standards, which would clearly
underline ethical values of a company. The case of
local communities is similar, they often are under
direct influence of neighboring companies. As in the
case of environmental protection, a more advanced
policy would mean implementation of occupational
safety and health-related management system or
an extensive anti-corruption or anti-discrimination
programme.

The supply chain is a different issue. Most of
companies, not only in Poland, but also around the
world, do not realize how crucial can cooperation
with suppliers be for their business. Aside from the
obvious financial aspect, the negative effects of
supplier activities may be mirrored in the reputation
of a company, but primarily in the confidence of
investors.

Referring to the case of the leak in the Gulf of Mexico,
which in substantial way wavered the position of
the global energy company - BP or the infamous
cases of child labor in factories of suppliers of textile
industry - is enough. It is easy to imagine of how
great importance a conscious choice and control of
suppliers is. It is also recommended that a code of
conduct for suppliers is implemented. It should be put
forward before signing a contract, and its compliance
should be mandatory. Methods of verification and
control might also be introduced to ensure its practical
implementation.

Comparison of the first
and the second edition results

By comparing the results of the first and the second
edition of the project ,ESG Analysis of companies
in Poland”, it can be easily noticed that the level of
reporting in Poland has not changed and the variations
in the results are minor. Still the level of disclosure of
non-financial data in its environmental part is low, only
in respect of corporate governance companies can
boast better results. When comparing the results in the
area of corporate governance from 2013 and 2012,
a tendency to align reporting levels at the median can
be observed. The quantity of companies rated ,c”
and ,c+” has diminished by respectively 22 and 30.
Rated ,b+”, ,a-, and ,a” by 18, 24 and 2. Whereas
the quantity of companies rated ,b-, and ,b” has risen
by 31 and 100, which in effect amounts for 18,8% and
52,9% of all companies.

In the case of group analysis based on indexes and
analysis of the Main Market by sector, differences
in the results are also insignificant, although a delicate
upward tendency can be seen.
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Table 5: Comparison of 2012-2013 results

Environmental
Management (E)

Corporate Governance (G)

Social Responsibility (S)

2013 2012 2013 2012 2013 2012
a 0% 0% 0% 0% 0,10% 0,40%
a- 0% 0% 0% 0% 3,30% 6,40%
b+ 0,20% 0,10% 0,20% 0,10% 22,10% 25,20%
b 1,70% 1,90% 0,50% 0,70% 52,90% 43%
b- 3,20% 2,40% 2,40% 1,10% 18,80% 15,90%
c+ 12,70% 12,30% 5,20% 5,10% 2% 5,60%
e 82,20% 83,30% 91,70% 93% 0,80% 3,50%

Cooperation with companies
within the platform

This year’s dialogue with companies, through an
interactive platform, progressed as in the previous
year. Small number of companies in the sample
showed interest in the results of the analysis and
even less started dialogue with GES analysts. Those
companies that engaged in dialogue, have in many
cases benefited from the expertise of analysts. More
importantly - some of ratings were increased due
to this cooperation. Dialogue through the platform
gives the only free opportunity to take advantage
of knowledge of specialists dealing with issues of
sustainable development every day. Thanks to this
cooperation, company policy aimed at increasing
transparency in the area of non-financial data can
be properly targeted, since the scope of information
needed to get a good valuation in the analysis gives
guidelines to what a good CSR strategy of a company
should be based on.

I Summary

To sum up the results of the second edition of the
,ESG Analysis of companies in Poland”, once
again you can see low level of reporting of listed
companies in the field of environmental protection,
social responsibility and satisfactory level in the
area of corporate governance. The main activities of
companies in the field of environmental protection
are limited to publishing environmental policy or
implementation of integrated management system for

quality, environment and health and safety. However,
within the scope of corporate social responsibility,
companies often restrain themselves to charitable
activities or reporting activities that rarely go beyond
legislative requirements listed in the Polish labor code.
On this basis it can be concluded that the obligation
to implement Codes of Good Practice by companies
listed on the Warsaw Stock Exchange brings
the expected effects. However, no requirements
regarding environmental and social policy, as well as
deficiency of interest of Polish investors in problems
of sustainable development, cause almost complete
absence of interest in this area by listed companies.
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Polish companies not ready
for Hesponsible Investors

PAULINA KURKIEWICZ » GES POLSKA

Investors looking for the most profitable investments
more and more often use unconventional methods
and tools. One of such unusual activities is
"engagement” - meaning investor's commitment
to improve the quality of non-financial area
management. For some, it is an opportunity for
above-average profits, for others a way to decrease
investment risk. As a part of the "ESG Analysis of
companies in Poland", we have verified whether
Polish companies are open to cooperation with
investors who use the "engagement" tool.

I What is the engagement process?

Owners and asset managers increasingly often make
strategic decisions to integrate ESG strategy into the
investment process - in order to positively influence
the value of a company in the interest of shareholders
and stakeholders. Responsible investors, primarily
the signatories of the Principles for Responsible
Investment, already amounting to over 1200, have
declared that they would be active owners and would
include ESG factors in their policy and activities.

The engagement includes, among others, using the
voting rights, development of the engagement policy
or undertaking active measures, concerning ESG
issues, towards companies.

Moreover, the investors have declared that they
would pursue thorough disclosure of information
regarding ESG issues by entities they invest in.
It refers to such measures as: filing a request for
standard-compliant ESG reporting, accepting and
following relevant regulations, standards, codes of
conduct or international initiatives (e.g. UN Global
Compact), supporting shareholders' initiatives and
resolutions promoting disclosure of ESG data.

Investors interested in companies with poor non-
financial performance, operating in so-called high risk

countries - in terms of violating human rights, weak
environmental regulations - or wanting to further
invest in companies which breached international
regulations and standards, decide to support the
companies and, instead of excluding the company
from the portfolio, they support it and get actively
involved in solving the problem.

Engagement is one of the strategies including
environmental management, social responsibility
and corporate governance data (ESG) in the process
of making investment decisions.

[t means active commitment of shareholders to
implementation of social responsibility standards in
a given company.

Through an active dialogue with the company,
participation in General Meetings and active voting,
investors raise the ESG issues in a company and
positively influence the environment and society. In
contrast to other strategies including non-financial
information in the engagement process the investor
actively participates in company's development and
supports it in respect of process optimization and
ESG strategies.

Investor's engagement can include discussion on
different topics referring to non-financial data and
addressing issues or investment strategies such as:

» ESG Reporting - dialogue concerns risks and
opportunities for the company in this area. In order
to activate the process of companies' adjustment
to international ethical standards, or in many
cases to initiate it, investors get actively involved in
development of ESG indicators;

» Incidents violating international regulations and
conventions regarding environmental protection,
human or labor rights and corruption;

» Thematic engagement - a discussion regarding
a given problematic issue.



I Engagement process

In order to bring expected results from the engagement

process, the following rules are to be followed:

» Common framework — speak with one voice

» Clarity on the issue - comprehensible explanation

why a matter is of concern to investors

Clear objectives - refer to international standards

Focus on change — not just socializing

Patience — it takes around two-three years to change

Professionalism - looking at the issues from investor's,

not activist's, perspective

» Trust- confidential and sensitive issues are handled
appropriately

» Knowledge — deep understanding of the company
and its activities

» Respect - listen to the company and involve it in the
collaboration

» Reasonable approach and long-term perspective
- willing to see the company's point of view and
negotiate

» Documentation and transparency — efficiency and
quality

» Influence and expertise - more important than size
of investors

» Reevaluate investor relations department - very
often it holds the knowledge of investor's concerns
and they can submit it to the Management Board
more effectively

v v v v

The engagement process is primarily supposed to
support the management staff of companies included
in the portfolio in building and developing sustainable
business strategies, practices and reporting systems.
[t means that the investor supports the company
and is actively involved in problem-solving, instead of
excluding the company from the portfolio.

Engagement gives companies, which have not
reported non-financial data to this date, a chance to
improve and increase investors' interest. Companies
whichhaveled anextended dialogue with stakeholders,
are very often awarded by the participants of capital
market with greater trust, which contributes to
limited fluctuation of share price of these entities.
Observation of company's dialogue methods, how it
deals with ESG factors, what its activities and plans
for the future are, allows financial analysts discover
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Plinvestors interested
in companies with poor non
-financial performance, operating
in so-called high risk countries
- in terms of violating human rights,
weak environmental regulations
- or wanting to further invest
in companies which breached
international regulations and
standards, decide to support
the companies and, instead
of excluding the company from
the portfolio, they support it and
get actively involved in solving
the problem.

and understand the motivation behind changes
in the company. Engagement provides investors with
a complete evaluation of the most important risks and
company's preparedness for dealing with them. Pro-
active and constructive engagement allows investors
to benefit from risk reduction and growing value of
investment shares. Moreover, the pro-active work on
ESG grants investors "a license to operate" by the
most important stakeholders.

Engagement
in emerging markets

GES Emerging Markets Engagement project is an
example of an engagement process. It started in
2009 and included companies from Africa, Middle
East, BRIC countries, Far East and Latin America.
During several years of work around 80 companies
were engaged in the process. The companies are
leaders in particular industrial sectors: extractive,
energy, processing or electric in these markets. GES
meetings with the companies, took place, among
others, in China, South Asia, East India, Mexico,
Brazil, Africa and Russia.

' Source: GES.
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ESG rating conducted on these companies showed
that they are not prepared to handle non-financial
risk in a constructive and transparent way. The main
problem was absence of transparent reporting of
ESG indicators. Face to face meetings revealed that
companies collect plenty of valuable information
concerning ESG issues. However, they do not disclose
it on internet websites or in annual reports. Moreover,
absence of reports in English is not uncommon.
A positive aspect is that many analyzed companies are
in the process of creating management and reporting
systems concerning environmental protection, social
responsibility and corporate governance.

For many companies these were first meetings with
investors at which environmental, social and corporate
governance issues were discussed. In most cases the
initiated dialogue was continued.

The companies realized the meaning of ESG
data reporting for building market value and they
received valuable instructions how to present non-
financial indicators in a measurable way. The am
of engagement is not to criticize or point out mistakes,
but to conduct a constructive dialogue which is
supposed to bring profits to investors and companies.

One of the examples of positive engagement are
meetings with Russian companies. Many Russian
companies, despite initial worries concerning talks
on ESG, agreed to a meeting with analysts. Russian
fuel and energy sector companies were most open
to this form of engagement, as they already file
social reports. Investor relations personnel, having
experience in such talks, engaged in the dialogue
with no hesitation. Research showed that Russian
companies often received queries about ESG from
different foreign investors, particularly about corporate
governance.

After each engagement meeting the companies would
receive recommendations which would constitute
a reference point during next meetings. In some
cases, it appeared that companies earlier reporting
on corporate governance only, decided to include
annual information on environmental and social
indicators in their reports. This way one company from
the retail sector, which in 2011 only had information
concerning corporate governance and a two-page
report on charity activities, can now present additional
information referring to environment and labor rights,

The aim of engagement is not to
criticize or point out mistakes, but
to conduct a constructive dialogue
which is supposed to bring profits

to investors and companies.

concentrating mostly on the biggest risks in its sector.
The company highlights that it is just the beginning
of reporting non-financial data with complete social
report as a goal. This will certainly allow investors
to better perceive the company and attract new
shareholders.

I Engagement strategy in Poland

As a part of the project "ESG Analysis of compa-
nies in Poland", GES and Crido Business Consulting
conducted a pilot engagement project among Polish
companies.

The companies chosen for the pilot research were
the ones where violation of international regulations
and procedures concerning environmental protec-
tion, human or labor rights and corruption occurs
(such incidents were earlier identified by analysts),
as well as the ones with poor results in ESG re-
porting, across different sectors. Company's ma-
nagement or persons responsible for investor re-
lations were offered a meeting in order to identify
the opportunities and the risks. It was intended as
the first step of cooperation between companies
on the path of building and developing sustaina-
ble business strategies, practices and systems of
reporting.

The starting point for engagement process was de-
fining an engagement challenge which both sides
would be facing as the process proceeds. Such
challenge might be constituted by "C" rating (no
information or total failure) in GES Risk Rating (en-
gagement based on the first group of companies)
or an incident (engagement based on the second
group of companies). When the challenge had been
defined, the engagement process was based on a
few important steps attempting to support the se-
lected companies in improving their own processes
and ESG strategies.



The steps:

1. Contacting the company

2. Presenting a list of biggest risks in a given sector
(ten biggest risks and opportunities for the industry)

3. Giving the company a few suggestions concerning
the areas needing improvement

4. Defining the level of progress and response of the
given company

5. Maintaining dialogue and cooperation with the
company

In the light of international
experiences, it was the first time
when so many companies were

not interested in the meeting.

The pilot research showed that contact with Polish
companies is very difficult. Attempts to get in touch
with the staff responsible for investor relations
in the companies via email and telephone were
unsuccessful. Out of ten companies, two agreed for
a talk, but only one meeting was conducted. The
remaining companies did not answer the emails sent.
Moreover, telephone contact was difficult - calls were
not answered, were transferred to other employees or
no interest was shown.

Judging from behavior of the companies the
conclusion can be drawn that investor relations
departments in Polish companies having foreign
investors, cannot deal with enquiries and proposals
of consultations concerning ESG reporting. In the
light of international experiences, it was the first time
when so many companies were not interested in the
meeting. Companies in emerging markets, similar to
Polish, often met with analysts and presented own
points of view on non-financial data reporting out of
pure curiosity. Staff of investor relations units from
other countries was often prepared for such talks.
They realized that such meetings were useful as they
helped to gain in the eyes of investors. By agreeing
for the meeting, the companies give investors a signal
that they have nothing to hide and are ready to join
the dialogue.

Behavior of persons from investor relations
departments of Polish companies showed their low
awareness of value resulting from ESG data reporting.
Most importantly it exposed the general problem of
low quality of communication of IR departments,
distinguish companies open to new investors.
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Preparing reports including non-financial data in Polish companies is primarily the responsibility
of Communications or PR departments. But investors are not always the target group of this
information, therefore it is not presented in a manner suitable for analysts. Closer cooperation
between Investor Relations specialists and those responsible for communication in companies
can help to increase the level of ESG reporting. Soon such cooperation can become downright
necessary due to plans of the European Commission concerning extension of mandatory

reporting of non-financial data.

European Comrmission
extends reporting obligations

of companies

ROBERT SROKA, JOANNA KONDRACIUK » CRIDO BUSINESS CONSULTING

Investor relations and the scope of information on
companies available for stakeholders are the focal
points in the current business discussions. Association
of Chartered Certified Accountants estimated that
about 67% of investors always take non-financial
data into account when making decisions.? According
to the European Commission, these days about
2,500 large companies in the EU regularly publish
environmental and social information. If legislative
changes extending the scope of non-financial data
reporting, which are suggested by the European
Commission enter into force, this number could rise
to about 18,000. This trend will not exclude Polish
companies.

Conviction that the current framework of corporate
reporting must evolve to reflect a wide range of
factors that affect company's results becomes
increasingly popular. Focusing attention mainly on
financial data is currently insufficient to address the
question about the value of a company. Financial
reporting includes information on financial results and
risk, however it is insufficient for making rational and
high-quality investment decisions. In a situation where

most of information available to investors is outdated,
they make decisions based on rather incomplete
data or intuition. In response to this situation, various
initiatives, aimed at addressing the issue of non-
financial data reporting, have been taken up.

Legislative proposal of the European
Commission on disclosure
of non-financial data.

Current EU legislation, in particular the Fourth
Directive on annual accounts concerns disclosure of
non-financial information in such way that companies
can choose to publish environmental information,
information relating to their social activities or other
aspects of their business. However, the requirements
of existing legislation were found to be vague and
inefficient and their application in the member states
takes many forms. Presently less than 10% of the
largest EU companies reveal such information on a
regular basis. Over time some member states have
introduced requirements for disclosure of information
which go beyond the scope of the fourth directive.

2 What do investors expect from non-financial reporting?, ACCA, 2013



These countries include United Kingdom (2006),
Sweden (2007), Spain (2011), Denmark (2011) and
France (2012).

In consequence the European Commission, in its
CSR strategy for the years 2011-2014, drew attention
to the fact that companies should integrate social,
environmental, ethical and human rights issues in their
business activities and strategy. The improvement
of social and environmental data disclosure is one
of the priorities of the EC for the indicated period.
To this end, in April 2013, the Commission presented
a legislative proposal to amend the existing
accounting directives: the Fourth Directive 78/660/
EEC ( Directive on annual accounts of certain
types of companies) and Seventh Directive 83/349/
EEC (directive on consolidated accounts).

The project involves disclosure of data on strategy,
risk and results in the following areas:

» environmental issues

» social and employee issues

» human rights

» corruption and bribery prevention

» diversity of management staff

The new rules proposed by the EC will only apply
to large companies (more than 500 employees on
average, whose balance sheet exceeds 20 million EUR
total or whose net turnover exceeds 40 million EUR),
as the cost of this reporting for small and medium-
sized enterprises (SMEs) would be too high, by far
surpassing the efficiency gains. Under the proposal,
large companies will be required to disclose relevant
environmental and social information in their annual
reports. Such approach ensures that administrative
burden will be reduced to a minimum. The reports,
instead of a fully-developed and a detailed data, will
only include concise and most important information
that is necessary for understanding development of a
company, its activities and position.

If disclosure of information on a particular area
does not concern a company, it will not be obliged
to publish it, but only to explain as to why the
information is not disclosed. These requirements are
based on the "comply or explain" principle, which
means that companies are expected to disclose the
requested information or explain why the disclosure
is skipped. In other words, entities will be left
a degree of freedom to make decisions regarding

The new rules proposed

by the EC will only apply
to large companies (more than

500 employees on average,
whose balance sheet exceeds
20 million EUR total or whose
net turnover exceeds
40 million EUR)

areas that are important for understanding their
business, which in turn will affect what information
is to be disclosed.

According to the EC, today about 2,500 of roughly
42,000 large companies in the EU regularly publish
environmental and social information. Should the
Commission apply the threshold of 250 employees,
more than 40,000 large companies would enter
the scope of the proposed directive. Application
of the criterion of 500 employees factually reduces
the number of companies to about 18,000, which
already means an impressive increase.

The proposed directive focuses on disclosure
of environmental and social information. However,
it should be pointed out and explained that the current
draft does not require the use of integrated reporting
by companies, although EC monitors development
of this reporting with great interest - and the work of
International Integrated Reporting Council (IIRC) in this
respect.

Votes for and against
the EC project

Legislative proposal of the European Commission
raises varying opinions in business environment.
International Integrated Reporting Council  (IIRC)
welcomes the new EC legislative proposal, expressing
the view that the next step should include integration
of information that is vital to strategic decision-making
and reporting business processes. The IIRC sees the
process as the way to integrated reporting in future.

On the other hand it is stressed that the reporting
should go beyond the financial sphere. Additional costs
for enterprises, associated with complex reporting
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requirements, should be carefully considered and
balanced in relation to benefits arising from disclosing
additional information intended to increase confidence
of investors (BIAC). To achieve this purpose, due
attention should be paid to integrated reporting, which
aims to supply better and more concise information,
rather than just more of it.

Businesseurope, an organization that stands up
for companies on the European forum, considers
that the legislative approach to CSR carries a risk
of demotivating these companies that had begun
authentic CSR operations on their own. The approach
to CSR, motivated by more than ordinary administrative
tasks, should be protected. That motivation indicates
so-called business-driven approach to CSR, whose
task is to implement business goals through social
and environmental problem-solving. Moreover, it was
noted that mandatory disclosure of such data at the
EU level would discourage companies from disclosing
potentially confidential and sensitive information
that could be used by competitors. Such approach
could make non-financial reporting only an annoying
administrative duty.

Some say that the current initiatives at national level
refer to the issue of non-disclosure in a sufficient
manner. Thereby importance of voluntary disclosure
of such data is stressed - potentially inflexible legal
regulations can negatively affect further development
in this direction.

Business environment recommends another reliable
analysis of possible new legal measures, and , in
particular, assessment of whether the new legal
interference would actually contribute to positive
development of non-financial reports.

I Similar initiatives

The matter of reporting ESG data has also been
addressed at this year's Ceres conference. Every
year it brings together representatives of business,
investment and public entities in order to discuss the
most pressing sustainability issues. The spotlight this
year was SSEI initiative (Sustainable Stock Exchange
Initiative) aiming to make non-financial data reporting
a corporate responsibility. The initiative is supported
by NASDAQ OMX, the owner of world's second stock
exchange, and has gained support from the World

Federation of Exchanges (WFE). In October SEEI
plans to introduce this goal at its general assembly
in order to gain further approval.

At the same time, American Sustainability Accounting
Standards Board aims to develop industry-specific
standards of sustainable development for companies
that are listed in the United States. Such legal
requirements would be an addition to the scheme for
ESG reporting proposed by the EC.

The draft of the National Accounting
Standard no. 8 "Activity report"

There are also new projects regarding changes
in legislation on non-financial reporting at non-
EU level. In Poland, the Accounting Standards
Committee published for public discussion a draft
of the National Accounting Standard no. 8 - "Activity
Report", suggesting disclosure of ESG data by
companies. Introducing this standard is intended as
an aid in writing activity reports in accordance with
the provisions of the Accounting Act (DZ. U. z 2009r.
no 152, pos. 1223 with amendments). It includes
broader guidelines for non-financial information
reporting. Now filing activity reports is required from:
joint stock companies, partnerships limited by shares,
mutual insurance companies, mutual reinsurance
companies, cooperative societies and state-controlled
enterprises. In accordance with article 49 par. 3 of
the act, activity report should also include financial
and non-financial indicators, including information
on environmental issues and employment, as well as
additional explanations of figures reported in financial
statements. However this report includes financial and
non-financial indicators that are relevant to assessment
of an entity’s situation. Since the act does not include
any other guidelines concerning these indicators, the
draft standard is its complementation and clarification.

The new project includes a wide range of guidelines
and provides for development and promotion of good
practices regarding filing activity reports. In addition,
the reports are supposed to be complementary to
financial statements. Making it possible to present
the background and context for the reported financial
information included in financial statements. This
means that the non-financial information will also be
available, which is essential for the assessment of
future performance and prospects.



From the point of view of non-financial factors, activity
report should include general characteristics of an
enterprise, its objectives and development strategies,
resources and relations. Together they show value
of a company and risks to which it is exposed. It is
justified - and in the case of entities whose stocks and
shares are present on regulated market - it is required
that information on corporate governance is provided.
Overview of external factors such as social, political,
technology and natural environment can be crucial as
a part of disclosure of information on macroeconomic
and regulatory environment.

Depending on the nature of an entity, activity report
may include presentation of information on structure,
internal organization and management principles.
This information may include presentation of values
adopted by an entity (standards, principles), internal
codes of conduct or applied and implemented systems
and external models. The draft accurately points out
that, in the case of some entities, presentation of
results of activities in various spheres of sustainable
development may be of interest to report recipients.
The spheres: economic (financial), environmental
(impact on natural environment) and social are,
in this case the basis for presented information.
Data on corporate social responsibility and natural
environment is considered useful, incl. information on
management of resources and components of nature,
impact on natural environment, ecological operations,

environmental charges, social activities or on entity's
policy regarding these aspects.

Any information disclosed will be originating from
the management team, which will present their
predictions and expectations - both positive and
negative - on development of the entity. Furthermore,
the draft explains that an entity may use internal and
external standards or recommendations concerning
reporting of results, setting the reporting standards of
the GRI (Global Reporting Initiative) as an example.
GRI  standards contain proposals for general
indicators, which are the same for all entities, and
sectoral indicators, relating to economic, social and
environmental aspects of business.

In the draft standard there is an example of the
range of data disclosed in a report. According to the
template, information on labor rights should include
data on trade unions, collective bargaining, strikes,
workplace health and safety at work, accident
rates, as well as information about satisfaction and
commitment of employees. Activity report is to
present financial and non-financial measures typical
for an entity, selection of which is dependent on its
specifics, including sector, nature of activity or size.
Indicators of employee satisfaction and accidents at
work (see example 1 and example 2) can be such
measures.
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Example 1. Sample employee satisfaction index of Company A.

Company A annually commissions employee satisfaction survey to an independent Company XYZ,
specializing in this area. Participation of employees in the survey is voluntary. The survey is carried
out by electronic means, on the basis of a questionnaire. Research methodology has not been
changed. Employee satisfaction is measured on a scale of 1 to 5, where 1 means poor and 5 high
satisfaction. The aim of the entity is to achieve an average rating of at least 4.3 with the participation
of at least 90% of the employees.

Indicator

Average employee satisfaction index 4,0 3,8 3,5
Proportion of employees participating in the study 90,0 85 85
Average employee satisfaction index for companies in ABC sector 4,5 4.1 4,9

Source: own study based on National Accounting Standard no. 8

In this case, the provided information would indicate
that the objective of the entity in respect of the number
of employees participating in the study was reached
in 2013. Whereby the average rating, which the

company set as the goal, has not yet been reached.
The data would enable noticing an upward trend
(or descending) both of the number of respondents
and higher (or descending) satisfaction of employees.

Example 2. Sample indicator of work accidents in Company A.

The nature of operations carried out by Company A employing 650 workers indicates that it is
exposed to natural and technical risks (their description was included in the "Risk factors and
risks of this activity report" chapter). The goal of the entity is to reduce the number of accidents
to zero. Thanks to the rigorous workplace health and safety regulations, the accident rate

systematically drops.

Indicator and definition

Total number of accidents Including:
- fatal

- causing severe injuries

Accident frequency rate indicator (per 100 employees)

Source: own study based on National Accounting Standard no. 8

The rate of accidents at work presented in a similar
way would enable analysis of frequency of accidents
which result from natural and technical risks relating
to operations of Company A. In the given example, a

50 60 76

4 6 6
10 15 19
20 24 26

recipient of the report could individually assess whether
the objectives adopted by Company A were achieved or
how their implementation looked from year to year.

In summary, presented draft of the National Accounting



Standard no. 8 shows high consistency with the
standards proposed by the GRI, which are directly
referenced as an example of external standards useful
in creating a report. Disclosure of this type of data in

company reports would significantly increase their
transparency. In addition, the draft explains and develops
the general idea of financial and non-financial indicators
included in article 49 of the Accounting Act.

EUROPEANISSUERS opinion on
non-financial data reporting

DARIUSZ WITKOWSKI » DDIRECTOR GENERAL, POLISH ASSOCIATION
OF LISTED COMPANIES (SEG)

I EuRopeanlssuers

Non-financial reporting has been a subject of
discussion at the European Union level. It is being
implemented in the EU regulations specifying the
scope and method of reporting, although due to
diversity of companies listed on stock markets of the
EU, it is not easy to create a system of coherent,
flexible and effective regulations imposing obligations
in this regard.

Polish Association of Listed Companies is actively
involved in these processes due to its Europeanissuers
membership and participation of its representatives in
the Management Board and leading the Workgroup
responsible for this area®.

Europeanissuers (El) is a non-profit organization
based in Brussels that represents the interest of
companies listed on stock markets in the European
Union. Members of El comprise of both national
organizations of issuers listed on stock markets
and companies listed on stock exchanges across
multiple sectors.

The organization operates in areas crucial to
companies listed on stock exchanges:

» Capital market,

» Companies law,

» Corporate governance,

» Listing rules,

» Information obligations of listed companies.

The purpose of El is to work on the development
of favorable regulations for the EU capital markets,
which should - above all - serve the needs of their
recipients, namely companies and investors. El
believes that the success of legal system should
be judged on the basis of whether enterprises are
capable of multiplying assets of their shareholders
in the long run, raise capital through capital market
and thrive, creating jobs while investors and other
stakeholders receive data necessary for rating current
economic standing and risk assessment relating to
their development.

I Reporting Workgroup
Within the Reporting Workgroup, Polish Association

of Listed Companies actively participates in
preparing recommendations regarding range and

3 The President of the Management Board of SEG — dr Mirostaw Kachniewski is a Member of the Management Board of Europeanlssuers, whereas
the Workgroup responsible for working on recommendations regarding non-financial reporting is led by Dariusz Witkowski — Director General of SEG
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scope of reporting non-financial data. The key issue
concerning non-financial reporting is the extent to
which integration of financial and non-financial data
will facilitate clear presentation of long-term efficiency
and will contribute to better investment decisions.
Europeanlssuers, while representing interests of
companies listed on European markets, supports
the concept of socially responsible business, which
constitutes one of the key elements of building
trust and favors long-term investment — and in
consequence supports economic growth, which is in
the best interest of listed companies.

The organization emphasizes that the most important
task is to maintain firm standing of European
companies on the international market. Therefore the
organization maintains that some of the proposals
of the European Committee — in the scope of non-
financial data reporting — will not be contributing
to growth of companies, but will result in creating
additional and needless burden for enterprises,
particularly the lesser ones. In consequence it will
decrease their competitiveness in comparison with
companies registered outside the EU area.

The reasons why reporting non-financial data should
not excessively weigh on companies and for which
non-financial data should not constitute an integral
part of financial reporting, are:

» No universally accepted standards of non-financial
information, only a few general rules, which differ
significantly from the requirements of financial
reporting,

» Non-financial data is qualitative and therefore
difficult to quantify and measure objectively,

» Social and environmental indicators are inconsistent
and incomparable,

» The level of reliability and availability of financial and
non-financial information is different.

I Non-financial reporting

Draft directive accepted by the European Commission
on 16 April 2013, improving the reporting level of large
companies in the field of social and environmental
issues, is currently a subject of consultations at the
EU level. The ready proposal concerns information
relating to the issues:

» Environmental management,

» Social responsibility,

» employment in the scope of human rights
» anti-corruption and bribery prevention

Obligations foreshadowed in the draft are to be applied
to companies with average annual employment
exceeding 500 people and the balance sheet total
amounting to more than 20 million or annual income
being in excess of 40 million Euro. According to the
project, in the case of these companies, the non-
financial part including information covering at least
environmental, social and employee issues should be
enclosed, while taking into account:

» Description of policy implemented by the company
in relation to aforementioned issues

» Results of policy implementation,

» Risks identified by the company in relation to these
issues and methods of managing these risks by the
company,

» Shall the companies not apply these policies, the
draft directive provides for the necessity to explain
the decision by a company.

Europeanlssuers, after extensive consultations with
its members, has prepared recommendations in
the scope of non-financial reporting. The project
presented by the European Committee requires
publication of aforementioned information in the
annual report. According to the entities represented
in the El, taking the nature and characteristics of non-
financial information into account, the directive should
allow companies to publish the required information
separately, independent from the annual financial
report.

Individual EU member states should therefore have
the possibility to allow companies to share the
information in a separate report published together
with the annual report, or indicating - in the annual
report- when and where such document containing
non-financial data will be publicly available on the
company's website.

I Integrated Reporting

El also emphasizes that in spite of the fact that
transparency and comparability of data made
available to investors and other stakeholders is
very important, in the current circumstances there
is no need to undertake activities at the EU level in
the scope of increasing integration of financial and



non-financial data reporting. This subject should
remain the domain of good market practices, to
avoid misconception.

I Diversity policy

El also gives an opinion on the proposal to amend
article 46a of the Fourth Directive on diversity policy in
companies within the framework of their administrative,
managerial and supervisory bodies with regard to
age, gender, geographical diversity, education and
professional competences, diversity policy objectives,
means of its implementation and the results. According
to the proposal, companies which would not comply
with this type of policy would have to issue a statement
containing clear and reasonable explanation of its
misapplication.

El agrees with the general principle of transparency in
the implementation of diversity policies in companies.

El believes that national codes of corporate governance
are the right instrument for promoting the best practices
of defining the most relevant requirements in the scope
of company management and supervisory boards’
qualifications, and reporting this data to shareholders.

For this reason, El supports utilizing such EU
recommendations that will leave the member
countries the freedom of transposition of the act
with the help of domestic law regulations or codes
of corporate governance.

I Summary

Non-financial reporting will be subject to new EU
regulations in the coming period. Their disclosure will
become a part of company reporting and an element
of investment decisions.

The activity of the Polish Association of Listed
Companies at the level of the European Union within
Europeanlssuers’ scope gives an ability to influence
development of regulations and enables following the
subsequent steps of legislative process. It should be
noted that importance of non-financial data reporting
increases - because it allows for better and more
transparent communication between companies and
the market. The final shape of the new responsibilities
will be perhaps known at the beginning of 2014, but
arrangements for the new reporting standards in the
scope of non-financial data have to be made. They
will probably be in effect (depending on how quickly
the Commission, the Parliament and the Council of
the European Union reach an agreement) in 2016 or
2017 (however not sooner than mid-2016).
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The importance of social
reporting of listed companies

ROBERT SROKA » CRIDO BUSINESS CONSULTING

If employees are the foundation of business success,
which we read on the Web pages of multiple
companies, and supply chain constitutes the basic
business risk, then why companies listed on the
Warsaw Stock Exchange do not inform their investors
on how they manage these areas? And the results
of ESG Analysis of companies in Poland attest that
they do not do it. There is a huge gap between the
level of reporting data within the range of corporate
governance, or even environmental data, and the
quantity of information provided on social topics, i.e.
workplace, supply chain and relationships with the
environment.

Obviously you can also ask potential recipients of
such information, namely investors, a question on why
they are not interested in this type of data. Because,
if analysts, being diligent, seriously take investment
risks arising from the area of workplace and supply
chain into consideration that raises the question on
why they do not expect information on this topic from
companies? However, blaming investors and analysts
instead of companies, is merely an excuse. Since
companies, regardless of investors pressuring them
for non-financial information, have to be aware that
in a crisis situation, they can quickly be punished for
absence of reliable communication.

By reporting data in the social area, consideration to
showing specific indicators relating to employment,
supply chain and relations with the local community
should be given. In terms of employment, the minimum
range should indicate the actions which the company
undertook to exclude child labor, forced labor and
cases of human rights violation among employees.
Information on health and safety at work is also
important in expressing company's determination to
improve safety in the workplace; or data on number
of accidents, particularly compared to previous years.
Analysts may also be interested in programs aimed at
development of employees, reducing their rotation. In

view of numerous corruption scandals and sectoral

and price fixing, it is worth showing what actions a

company takes to avoid this kind of trouble. However,

such information is not to be found on company
websites dedicated to investors, in reports or other
official documents. There may be several variants of
answers to a question about the low level of reporting
of social data by investor relations departments of

Polish companies:

1. regulations do not require informing the market
about these areas so | do not wish to create more
work for myself;

2. areas of employment and supply chain are
important, but not necessarily of interest to
investors, so the company does not relate to them;

3. companies would like to report more regarding
these areas, but they lack the tools and indicators;

4. companies do not report, since they do not see
connection between employment and supply
chain issues and performance of a company.

One might want to take a look at the sources of each
of the above proposed variants, to show the benefits
and risks of different approaches to reporting non-
financial data in the social area.

There is a huge gap between
the level of reporting data within
the range of corporate governance,
or even environmental data,
and the quantity of information
provided on social topics,

i.e. workplace, supply chain
and relationships with
the environment.



Position 1.

regulations do not require informing the market about
these areas so | do not wish to create more work
for myself

The level of reporting corporate governance data in
companies listed on the Warsaw Stock Exchange
is one of the best in Europe. Also we do not have
to be ashamed of accessibility of information on the
natural environment. In the first case it is the merit of
good regulations and guidelines, and in the second
of commonly developing standards and abilities of
companies. In both cases, the good level of reporting
is not enforced by investors, but other factors -
such as regulations or international standards. It
is quite different with the social data. First of all,
investor relations departments in Polish companies
have limited resources, so they focus only on the
most important issues. Also staff working in these
departments does not necessarily have the relevant
competences allowing them for valuable, measurable
collection, analysis and issuing statements on social
factors. Also, taking into account the low level of
internal communication of IR departments that
contact only schematically selected departments,
it necessitates putting effort and dedication of a
considerable amount of time, which is lacking, to
social data reporting.

Secondly, staff of investor relations departments wants
to provide investors with only such information that
interests them. And according to many IR specialists,
analysts are interested in data required by regulations
only... and only some. Therefore they do not flood
analysts with unnecessary additional information, and
social data is considered as such. However doubt
remains, whether social data is not indeed significant
for determining value of a company? And if the fact
that its reporting is not required by law is a sufficient
argument for exempting companies from informing
the market on how they manage employees, minimize
risks in supply chain and whether they employ
procedures to keep them from consumer boycott and
protests.

Position 2.

Areas of employment and supply chain are
important, but not necessarily of interest to
investors, so the company does not relate to them

Each year the number of companies publishing
CSR reports grows. Investor relations departments
"pressed" by staff in charge of CSR notify investors
when these reports are published, and some even
decide to send copies to the largest owners. Just
that at meetings with investors neither the company
CEO, nor any member of the Management Board,
nor the Head of Investor Relations mentions a word
about the report. This way a signal is sent that social
reports are a product of a temporary CSR trend and
do not constitute a viable tool for building company's
market value.

However, it is important to consider a group of
international investors, who take ESG factors into
account in their investment strategies. The sector of
responsible investments admittedly grows outside
Poland, on more developed markets. When it
finally reaches our country, then those who have
developed the ability to disclose data in a manner
attractive to investors, will take advantage of the
additional capital injection in the first place. It is worth
remembering that investors taking non-financial
data into account are mostly focused on long-term
investments. The more valuable it is to draw their
attention with appropriately presented information in
the social area.

Position 3.
companies would like to report more regarding
these areas, but they lack the tools and indicators

Reporting on company results in the social area
is not a simple task. It necessitates presentation
of quantified quantitative indicators and reliable
qualitative data. Therefore it is necessary to
implement a reporting system, establish new
indicators in a number of areas and publish them in
a form readable for analysts. It is also important to
show the influence of social data on the value of a
company. In this work one does not need to reinvent
tools or indicators. Personnel responsible for investor
relations should know whether their company
has implemented social standards, whether the
company is certified, does it have strategy, policies
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and procedures in the area of employment, social
relations or non-financial risks in the supply chain.
Among the most popular reporting standards, which
might be helpful in the work of an investor relations
specialist, one can include Global Reporting Initiative
or Integrated Reporting Framework.

Position 4.

companies do not report ESG data, since they
do not see connection between employment and
supply chain and performance of a company.

NThere is no simple equation, which would seem
to show outright, how changes in non-financial
areas affect financial result of a company. However,
awareness of the rising importance of human
capital, the risk of rapid and painful consumer
boycotts - easy thanks to social media, or influence
of NGOs indicating the need to be responsible for
raising standards in the supply chain cause that
these factors can have severe consequences in a
crisis situations. Showing analysts that a company
minimizes these risks by carrying out effective
operations can contribute to a better valuation of the
company.

An integrated report is a tool for showing the
correlation between changes in the non-financial
areas and financial results of a company, methodology
of which is being drawn up by the International
Integrated Reporting Council (IIRC), and which,
in the final version, is scheduled to be available
for companies later this year. Integrated report is
a concise document on how strategy, management,
performance and prospects for an organization, in the
context of its external environment, have led to the
creation of value in the short-, medium- and long-term
perspective. Integrated report should be prepared
in accordance with international <IR> framework.
A guide being designed is mainly meant for use by
the private sector, but it can also be implemented
and adjusted, if necessary, by the public sector and
non-profit organizations. Instead of focusing on the
rules relating to measurable indicators of efficiency
(KPI-key performance indicators), the guide presents
an approach based on general principles. The intent
of this approach is to ensure balance between
flexibility and approach acknowledging the diversity of
circumstances in which various entities are put. It is
meant to allow sufficient degree of comparability of
these entities as response to information needs.
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Each year more and more investors take ESG data into consideration in their investment activities.
The confirmation of these declarations is pledging to observe the Principles of Responsible Investment

(PRI) developed by the United Nations.

More than 1200 institutions from financial market have already declared to:

v v v v v v

In analysis presented in this part we are trying to answer a question whether taking ESG factors into
consideration in a decision-making process makes sense. If so, we must ask a rhetorical question: why
has not any important financial institution in Poland joined the group of over 1200 signatories of PRI?

include ESG factors in analysis and decision-making processes.

be active owners and implement ESG standards in policy and activities.

pursue proper disclosure of ESG factors by companies in which they invest.
promote acceptance and implementation of the Principles by the investment sector.
cooperate in order to increase effectiveness by implementing the Principles.

issue reports on activities and progress in implementing the Principles.

Hecognizing for value

of ESG factors

ADAM GRZYMIStAWSKI » CRIDO BUSINESS CONSULTING

Among many listed companies an opinion can be
heard that there is no direct proof that including
environmental management, social responsibility
and corporate governance factors (ESG) contributes
to an increase in a company's value. Consequently,
many investors who were presented with the idea
of socially responsible investment (SRI), express a
concern whether the strategies related to SRI and
introducing additional variables to financial models,
which they have used for years, are profitable.

Extensive research was conducted on correlation
between including ESG factors and financial results.
Conclusions, not properly categorized, may appear
as not conclusive concerning the existence of
the relation. A part of research shows a positive
correlation, a part - negative and the rest absence
of it. In the face of these ambiguities the Deutsche
Bank Climate Change Advisors department (DBCCA,
2012) conducted a complex analysis of research on
relations between ESG results and financial results.
The main aim of the analysis was to identify research

which is more credible and categorize it into 3
thematic groups:

» CSR and the cost of capital,

» CSR and company's financial results,

» CSR and investment funds' results.

From over 100 studies from the last 15 years, which
were identified in the initial phase, the analysis
included 56 studies as well as 2 literature reviews
and 4 meta-analyzes. In order to increase trust in the
results of the analysis, only documents satisfying a
minimal level of academic discipline were chosen -
those published in well-known scientific magazines.
Documents published only as drafts for discussion or
which were questionable, as far as a sample choice
or missing important variables are concerned, were
excluded. The following key conclusions of DBCCA
analysis shed new light on the strength and the
conditions of correlations' occurrence.
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I CSR and the cost of capital rating have lower (ex-ante) cost of capital. This

means that the market sees such companies as less
The results of all 19 studies which tested correlation risky than other and rewards them accordingly. In
between CSR rating of companies (evaluating their the face of these results it is not surprising that in
ESG management) and the cost of capital (both many companies the CFO is engaged in the issues
foreign capital - loans and bonds as well as equity of CSR. Most interesting conclusions from research
- shares) show that companies with high CSR in this category:

Te results of Cheng

and other studies Ghoul and others Dhaliwal and others
(2012 prove that (2011) proved (2011) indicate, that
companies with better that companies companies reporting
results in implementing with better CSR and showing better
and reporting CSR performance CSR results than
EASE have much smaller are awarded their competition,
OF RAISING problems with raising by the maret ¢ show alower cost

with reduction of own capital,

CAPITAL g? fr:;ar{nt:j:eih(;;;ter in the cost of and furthermore
transparency makes eee equity. CSR increased chances
raising capital easier implementation of drawing desirable
and decreases its cost. leads to better institutional investors

valuation and and analytics’

decreasing risk. attention. Forecasts

As it results from Bauer regarding their
and Hann research performance are
(2010), the problems of characterized by

increased accuracy
and lower dispersion.

enterprises connected

to insufficient reaction to
problems concerning
environmental protection
mean higher costs of
financing loans for these
entities and achieving
lower credit rating awarded
by independent rating
agencies; proactive
environmental policy Plinke research (2012) showed that bonuses for
influences the discrease the risk of bonds issued by companies advanced
of cost of debt. Bhojraj and Sengupta (2003) proved that » in CSRissues were at the time of financial crisis
usually much lower than bonuses for the risk in
the remaining companies.

Bauer and others (2009) showed
that companies with stronger
relations with employees have

Y statistically and economically lower
cost of loan financing, higher credit

ratings and lower systematic risk.

corporate governance mechanisms reduce
the risk of bankruptcy by lowering the costs
of agency and monitoring managers* results
by reducing the informational assymetry
between the company and its creditors which
influences higher rating of bonds and lower
cost of debt service.

COST OF
CORPORATE
DEBT
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I CSR and company's financial results

Convincing evidence exists that proper management
of ESG factors is also positively correlated with
company's financial results. It refers to both accounting
results and maintaining share price.

[t was shown in the majority of 36 studies identified
by DBCCA that companies occupying high positions

Eccles and others (2012) identified
90 enterprises charasterised by
high level of sustainable develop-
ment being mirrored in a significant
number of environmental and so-
cial policies adapted in the 90s and
90 comparable companies which
did not adapt any of those policies;
the beahviour and results of these
companies were compared
between 1999-2010 and it was
shown that companies with high
culture of sustainable develop-
ment achieve both better acco-
unting results that companies
with low culture of sustainable
development and their share

0g0
l

in CSR rating achieve above-average financial results
and their share price ranks better than market indexes.
Timeframe for such considerations is not constant, it
differs among various studies, however, most investors
see the inclusion of ESG issues as a medium-term
(8-5 years) or long-term (5-10 years) chance. Most
interesting conclusions from research in this category:

Faleye and Trahan (2006)
proved that companies
taking care of employees
are positively seen by

the market and outrank
comparable companies
in productivity, profitability
and creating value, this
effect is the strongest in
case of companies whose
human capital plays an
important role.

Kempf and Osthoff (2007) used
a simple strategy in the research:
buying shares with high CSR
rating and selling the ones with
low rating and showed that the
strategy leads to profits higher
by 8,7% annualy in comparison
to the market profits.

Gompers and others

Guenster and others
(2006) showed that

prices raise quicker.

ecological performance
is positively correlated
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both with operating results
and market value.

OPERATING
RESULTS
AND MARKET

VALUE

(2003) conducted the
most often quoted
research on a sample of
1500 companies. They
showed that companies
with higher corporate
governance standard
in which shareholders’
rights are stronger are
valued higher and
achieve greater profits
and bigger increase in
sales.




CSR and investment
funds' results

A group of projects which shows mixed results is
research on the results of investment funds based on
the Principles of Responsible Investment against the
market average. Here, the majority (88%) of studies
showed a neutral or mixed influence. Generally,
investment managers, apart from some specialized

funds, seem not to use the potential to achieve
above-average profits, which results from the above
presented research on correlation between results in
CFR and company's financial results. At least there is
no academic research showing that using SRI can have
a negative effect on funds' results. It is however worth
mentioning that the majority of research concentrated
on funds using negative selection. Most interesting
conclusions from research in this category:

Cortez and others analysis
(2009) of results of 46 SRI
funds on European and
American markets between
1996-2008 suggests
that most of SRI funds
achieve similar to market
benchmarks.

Bauera and others analysis
(2002) of 108 international
ethical funds showed that
they do not achieve worse
result than conventional funds;
an additionally interesting
result was detecting the
Learning curve® — newly
created responsible funds do
not have as good results as
the older ones, but after some
time they catch up and do
not appear to be worse than

Amenc and Le Sourd (2010)
analised the results of 60
French SRI funds between
2002-2009 and showed that
the majority (93%) of the
funds achieve slight alpha
(result over benchmark)
which widens the nuber of
proofs that SRI does not
influence the investment
results destructively.

conventional funds.

To sum up, investing in companies with high standards
of ESG management creates a potential to achieve
above-average profits with a given level of risk, but
investment managers have to develop a proper
approach to integrating ESG factors in the valuation
models they use. It is a crucial message for companies

as well, but from the perspective of the above analysis,
the research has a more important dimension - all
research clearly states that a proper management of
ESG issues influences the drop of debt cost and equity.
This should bring sustainable development in agenda
not only of the CSR manager's but CFO's as well.
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Evaluation of E5G risk
in listed companies

PROFESSOR TERESA CZERWINSKA

| Introduction

Implementation of corporate social responsibility
(Social Responsible Investment concept) in the
investment process requires exploring solutions
enabling combination of typical business objectives
with social ones on the ground of business practice.
However, forming new paradigms in investment
management is a long-term and multidimensional
process, in view of both the scope of the process
and the complexity of the matter. The classic
concept of investment as an economic category is
dealt with primarily in the categories of: efficiency,
risk, time horizon and liquidity. Measurable financial
criteria are primarily used for analysis and evaluation
of investment portfolio. Non-quantifiable criteria,
relating to the broader dimension of socio-economic
investment assessment are relatively rarely used and,
in principle, only for evaluation of projects of assumed
non-commercial nature. Meanwhile the increase in
public awareness, the reality of the economic crisis
and the problems of public finances sector in many
countries — this all intensifies social pressure on taking
the non-economic criteria in the financial sector into
account. There is increasingly emphasized need
for integrating, apart from strictly economic criteria,
ethical values, social and ecological issues, and
dialogue with stakeholders into investment process
(to a greater or lesser degree)*. Therefore investors
and portfolio managers seek information regarding
not only economic and financial performance of a
company when making decisions, but undertake
(directly or indirectly) evaluation of investment risks
associated with activities of the company in social
dimension and its impact on the environment.

>» WARSAW UNIVERSITY

Disclosure of non-financial data allows holistic risk
assessment and is among the key determinants
of implementation of socially responsible investing
concept. Factors related to the natural environment,
society and  corporate  governance  (ESG:
Environmental, Social, Governance) generate risk
as relevant in assessment of an investment as the
financial data. Moreover, it is also worth keeping in
mind that in risk assessment of an investment, its
financial parameters are in fact monetary derivatives
relating to its socio-economic background.

ESG risk from the perspective
of company managers and investors

As proven by experience of the recent vyears,
creating value - first of all, has not only got financial
dimension, and secondly - requires sustainable joint
management in economic, social and environmental
terms (the so-called Triple Bottom Line) at both
company and the whole economy level. In fact in
today's global economy, where barriers for movement
of capital, goods and managers are largely eliminated,
companies attribute their chances of creating value
to building relationships with stakeholders, including
them, along intellectual and organizational capital, in
intangible assets fundamental for development®.

There is a need for risk assessment where business,
social responsibility, environmental management
and corporate governance (ESG) meet . The risk,
as seen from the perspective of managers is , first
and foremost bound with the risk of nhoncompliance
to the adopted financial objectives as a result of

4 See.: The Principles for Responsible Investment, UNEP Finance Initiative and the UN Global Compact 2007;
A. Miller, Socially responsible investing: how to invest with your conscience, NY Institute of Finance, New York 1991.
5 See.: R. Stalmach, Shareholder-oriented company management, Difin, Warszawa 2005, s. 79;

A. Szablewski, Worth maximization and corporate social responsibility,

[w:] A. Szablewski, R. Tuzimek (red.), Valuation and value-based management of a company, Poltext, Warszawa 2004, s. 40-42.
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incurring extra costs related to fines, sanctions,
being ostracized and risk of losing reputation and
credibility among both consumers and contractors.
On the other hand, from the investor’s perspective,
the risk associated with ESG is mainly considered in
the aspect of reputational risk and effectiveness of
portfolio (Figure 1). Risks associated with ESG areas
are shown, in synthetic manner, in table 1.

For an investor, the key matter for implementation
of ESG criteria analysis and risks associated with
them into investment process, is the extent of their
impact on effectiveness of portfolio. Investors argue

that due to information asymmetry in corporate social
responsibility practices of individual issuers, ESG
criteria analysis gives a certain information advantage,
which can result in achievement of above-average
results (2004, Kekaldinen; Hudson 2006). In this
context, the positive impact of ESG criteria application
on the efficiency of investment portfolio is linked to
obtaining better results by companies operating in
accordance with the concept of corporate social
responsibility - in operational and financial activities in
the long run.

Figure 1. ESG risk from the perspective of company managers and investors

Company Managers

» reputational risk

» additional costs: fines,
sanctions, charges

» participation in the new
model of the economy

> investment port folio
performance

» risk management

» reputation protection

.

Business performance

Source: own study

.

Risk-income profile
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Table. 1 ESG risks and effects of their materialization

Areas
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Corporate governance

ESG risks

» climate change- weather anomalies,
greenhouse effect, flooding - an increase
in frequency and severity of natural
disasters

Results of risk materialization

Direct costs:

» emission rights market

» increase in the cost of raw materials,
materials, energy

» environmental disasters

» protest actions, obstructions

v

exhaustibility of natural resources - waste
of resources, overexploitation

ecosystem degradation, contamination
of natural environment and disposal of
hazardous waste

v

Indirect costs:

» loss of reputation, ostracism

» additional cost of negative effects
of climate change and contamination
of the environment

» low innovativeness of economy

v

financial exclusion — poverty, access to
medical services and medicines
Civilization diseases - risks associated
with nanotechnology, obesity, pandemics

v

Direct costs:

» litigation, labor disputes, strikes

» fines and restrictions imposed by
supervisory authorities

» accidents at work, downtime

» increase in cost of human resource

management

lower employee productivity

product defects, complaints

brain drain

boycott by consumer organizations

v v v v

v

human rights and labor rights

- increase in efficiency at the expense

of employees, mobbing, outsourcing
conditions, discrimination at the
workplace (particularly sex-related),
Society aging - changes in demographic
structure

v

Indirect costs

» increase in social costs

» loss of reputation, ostracism

» mismatch between new products
and social expectations

» lack of loyalty of staff and high staff
fluctuation

» higher unemployment

» demographic problems

v

Law regulations - corruption, falsification
forgery, inappropriate complaint/appeal
procedure, price fixing

Rules of professional ethics - unethical
design of contracts, controversial
marketing practices, misleading
advertising

v

Direct costs:

» supply chain problems

» fines

» restrictions imposed by supervisory
authorities, judicial processes

» difficulties in acquiring business
partners and funding sources

v

Equal treatment of stakeholder groups
conflicts of interest, structure of
management and supervisory boards,
creating value for individual stakeholder
groups

Transparency and information policy

— communication with stakeholders

v

v

Koszty posrednie:

» lack of /decline in customer loyalty

» loss of reputation

» costs of conflicts of interest

» deterioration of social and economic
environment, in which the company
operates — lack of transparency,
predictability of operations and risk
management

Source: own study: Gasiniski t., G. Piekalski, Sustainable business: a handbook for small and medium-sized enterprises, the Ministry of economy, 2009.
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So far an overview of empirical research carried
out shows that introducing ESG criteria in portfolio
management, in most cases, does not automatically
reduce efficiency and increase the risk of investment
activity in the long run. Nevertheless, investors point
out that incorporating ESG criteria into investment
process can be associated with the problem of its
proper diversification. Exclusion of certain sectors or
geographical areas from investment portfolio may lead
to anincrease in systematic risk portfolio, because the
allocation structure set by so called market portfolio,
gets distorted.

Investors, particularly institutional with global reach,
treat ESG criteria primarily as an investment risk,
and research carried out by them mainly relates to
opportunities and risks associated with investing
in extractive and energy sector companies. The
investors’ concern lies with the influence of more
strict  regulations, referring to  environmental
standards, on profitability of investment in these
industries (e.g. the market of CO2 emission rights,
energy contracts, increase in fuel prices)®. Research
often involves influence of selected corporate social
responsibility criteria on efficiency and risk of portfolio
investment, e.g. factors related to responsibility for the
environment’. The most common subject of interest
is quantification and assessment of consequences
of selection and exclusion of instruments issued by
irresponsible or even socially dangerous issuers from
the investment portfolio (so-called. "sin" stocks)?; and
correlation between ESG factors and a company's
value. However, to a much lesser degree, the issues
of interdependence between corporate social
responsibility and economic and financial results of
companies in the long run are raised. Their analysis
proceeds mainly towards sectoral selection and
creation of thematic portfolios, consisting of selection
of portfolio investment instruments issued by entities
operating in accordance with the concept of CSR in
the selected sector.

Company managers look for correlation between
corporate governance and company's value and its
ability to generate above-average return on investment
(ROl in the long term.® Attempts are made to
demonstrate positive impact of ESG criteria application
on financial and economic condition of a company
and its ability to maintain competitive advantage in
the longer term. At the same time, implementation of
corporate social responsibility concept contributes to
increased transparency and valuation of company's
operations, which in turn contributes significantly to
reducing information asymmetry on the capital market.
In turn it significantly reduces forecasting errors in the
risk-income scope of investment portfolios. Moreover,
company's operation in accordance with CSR aims
to limit controversy and conflicts of interest of different
stakeholder groups, which is often the cause of crises
in an enterprise and weighs on its efficiency, which in
turn results in an increase in fluctuation of market price
of issued instruments and price shocks'®. Many of
these factors regarding corporate social responsibility
are now recognized by managers, even intuitively,
as components of strategic management, but in the
long term valuation of a company, the value added by
virtue of inclusion of ESG criteria in management is
underestimated.

Non-financial data reporting
by public companies

Analysis of the risks related to ESG areas requires
reliable periodic reporting. In many countries of the
European Union, non-financial data reporting of a
company is not only a part of good practices, but is
also a legal requirement, as in France, where (from
1977) enterprises which employ more than 300
people are required to report on "social balance"
(Nouvelles Regulations Economiques art. 116), and
from July 2010 an obligation to report ESG data
and its contribution to sustainable growth has been
imposed on the largest companies. Similarly, (since
2009) in the United Kingdom, Denmark, Sweden

Y

See.: Demystifying Responsible Investment Performance 2007.

See negative effect of exemptions on efficiency and risk of investment portfolio: Chong, Her, M. & Phillips 2006: 406-417; research showing positive effect of

risk selection and efficiency of investment portfolio: Statman, 2000: 30-39; Statman 2006: 100-109.

®

See research showing the benefits of integrating environmental criteria into investment process: Derwall, Guenster, Bauer, Koedjik 2005: 51-62; no positive

effects of including environmental criteria on investment portfolio management results: Olsson 2007: 11-22.

©

©

See. Gompers, P., Ishii, J. & Metrick, A. 2003. Corporate governance and equity prices, The Quarterly Journal of Economics, 118(1), pp.107-155.
Becchetti L., Cicirettiy R., A. Giovannelli 2012. Corporate Social Responsibility and Stock Market Efficiency, Working Paper Sustainable Investment Research Platform.



- there is ESG reporting obligation by the largest
companies, reporting in accordance with GRI. In
Poland, admittedly, reports on corporate social
responsibility are published by the largest companies
as a rule, however, as even a brief study among
managers shows, systematic and comprehensive
ESG risk assessment of public companies is still
deficient. On one hand, this still results from, as
it seems, insufficient social pressure in terms of
taking ESG criteria into account in management of
investment portfolio. On the other hand, from absence
of relevant law regulations or guidelines of supervisory
authorities.

Assessment of level of non-financial data reporting by
listed companies in Poland performed by GES Risk

Rating is based on assessment of transparency of
management systems in the field of environmental
management, social responsibility and corporate
governance. The primary source of information
in the study are annual reports and other publicly
available documents and webpages of companies.
In addition, this information is supplemented by data
from websites, e.g. government, non-government
organizations and regulators, as well as press articles,
publications, industry and information bulletins.
Therefore company's risk assessment is seen from the
perspective of non-financial data transparency, and
procedures utilized by the company in the following
areas: corporate social responsibility,  corporate
governance and environmental management (figure).

Figure 2. Criteria of evaluation of non-financial data reporting by listed companies accor-

ding to GES Risk Rating

Environmental Social

Management

Responsibility

Corporate
Governance

Preparation: Employees:
» Organization and procedures » Discrimination

Board management
and control:

» Policy and programs

» External verification mechanism
» Environmental reporting

» Supplier rating

Results:

»  Greenhouse gases

> Energy consumption

> Use of water resources

»  Rationalization of business travel

> Land and resources restoration
Environmental impact assessment
of future projects

» Hazardous waste

> Emissions to air
+ 8 additional criteria

4

4

4

4

Freedom of association

Health and safety at work
Hours of work and remuneration
+ 5 additional criteria

Local community:

4

4

4

Training of security personnel
Corruption
2 additional criteria

Dostawcy:

4

4

4

Code of conduct
Management program and system
Evaluation of results

» The Audit Committee,
the Remuneration Commission,
the Nominations Commission

» Composition of the Supervisory
Board and its independence

» Diversity of the Supervisory Board

Shareholder rights

» Equal voting rights

» Transparency in the ownership
structure

Transparency and system
of remuneration:
» Remuneration of audit companies
» Remuneration of the President

of the Management Board
» Reporting

Source: GES Risk Rating.
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Surveys among public companies in Poland, within
the scope of non-financial data reporting, have
shown that there is a significant information gap,
particularly in terms of reporting on environmental
and social issues area. Amidst public companies in
technology, telecommunications, financial sectors,

only 5 to 15% of companies report information in the
area of managing risks related to the environment
and general socio-economic issues. First of all,
public companies report information connected to
corporate governance, which is related to the WSE
policy referring to good practices.

Figure 3. Information gap in ESG reporting in listed companies in Poland (2012)
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Source: own study based on GES Risk Rating data

Taking the level of reporting in point-based scale into
account', it should be noted that the overall level of
reporting is relatively low. Statistical analysis of rating
distribution shows that most companies do not reveal
data on environmental policy and social responsibility
or have not developed a policy in this regard.
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The highest level of reporting relates to corporate
governance. There is also a statistically significant
correlation between the level of data reporting in the
field of corporate social responsibility and natural
environment.

" The joint result of GES Risk Rating analysis is the sum of the rated criteria expressed in points:

- 0 points. -no information or total failure;

- 0,5 or 0.33 indication of company strategy;

-1 0or 0.67 - extensive policy;

~1.50r 1 - policy + programme or strategy + management system;
-2 or 1.38 - policy + programme + management system;

- 1.5 or 1.67 - progress evaluation;

-3 or 2 -external verification

Al criteria are assigned a specific value in points. (see: methodology of GES Risk Rating (www.seg.org.pl).



Distribution of ESG reporting ratings by listed companies in Poland (2013)
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Distribution of corporate governance reporting ratings by listed companies
in Poland (2013)
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Figure 6. Distribution of social responsibility reporting ratings
by listed companies in Poland (2013)
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Source: own study based on GES Risk Rating data.

Figure 7. Distribution of natural environment reporting ratings
by listed companies in Poland (2013)
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Table. 2 Descriptive statistics for analyzed population

Descriptive statistics

Assessment area N observations Average Minimum Maximum :te(\i/.iation

Environment 853 0,13850 0,00 2,060 0,297466
Human Rights 853 0,08175 0,00 2,025 0,227241
Corporate Governance 853 1,561639 0,00 2,715 0,424171
ESG 853 0,57888 0,00 2,187 0,255588

Descriptive statistics

Marked correlation coordinates are relevant to p < ,05000 N=853 (missing data removed by case)

Enviroment
Enviroment 1,000000
Human Rights 0,758342
Corporate Governance 0,369663

Source: own study based on GES Risk Rating data.

At the same time, taking diversity of sectors into
account, studies have proven that the highest level
of reporting for public companies is shown by listed
companies in the following sectors: utilities, materials
and petrochemical (figure). In dynamic relation to the
previous year, one will notice some changes in the
level of reporting. As it seems, the public companies
slowly notice the need for non-financial data reporting
in other areas than corporate governance. In certain
sectors there has even been deterioration of reporting
ratings for factors related to corporate governance,
e.g. among companies in utilities, financials and
telecommunications sector. However, one can see
general improvement in data reporting parameters
in ESG scope in most of the sectors analyzed. This
improvement mainly concerned companies in utilities,
health care and petrochemical sector. Significant
improvement is noticeable - in reporting of factors
related to natural environment in companies in
financials, petrochemical and health care sector - and
factors related to social areas in: utilities, materials
and health care sector (figure).

Human Rights

Corporate Governance

0,758342 0,369663
1,000000 0,373869
0,373869 1,000000

At the same time, just as in 2012, there is a significant
difference in the level of reporting between Polish and
foreign companies, which present a higher level of
reporting for each of the individual areas of ESG.

I Sectoral ESG risk matrix

Performed studies enable creation of sectoral ESG risk
matrix, which may constitute an additional criterion in
investment decisions. The basis for the evaluation is
the risk of a sector in which a given company opera-
tes, which is specific for a given industry. Hence the
risk assessment criteria are chosen in accordance
with specific requirements, e.g. in the field of environ-
mental protection for a given sector. Whereas the risk
associated with corporate governance has no sectoral
diversification (hence it is not included in the matrix).
The rating categories are identified by letters from A
(lowest risk) to C (highest risk)'?. The matrix takes risk
rating applicable to a sector and the average level of
risk estimated for companies from particular sector
into account (based on results obtained in the study).
The studies have shown that in Poland the sectors

2 See: Metodologia GES Risk Rating (www.seg.org.pl).
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characterized by the lowest investment risk in terms of
ESG-related factors include: financial, media, IT sector.
Whereas the highest ESG-related risk is attributed to
companies from energy, metal, food processing sector.

Companies that are characterized by the highest trans-
parency in reporting non-financial data related to ESG
are mainly banks and petrochemical companies (Top30
table).

Figure 8. Evaluation of ESG reporting of listed companies by sector (2013)
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Figure 9. Change in ESG reporting ratings of listed companies by sector
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Figure 10. Evaluation of ESG reporting of listed companies by country of origin (2013)
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Source: own study based on GES Risk Rating data.

Figure 11. Sectoral ESG risk matrix
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Table 3. List of public companies with the highest transparency in ESG risks reporting according to
rating scale(Top 30)

Lp Nazwa spotki kraj MSCI Industry
1 UNICREDIT ORD PL Electronic Equipment, Instruments & Components
2 LOTOS GROUP PL Paper & Forest Products
3 PKN ORLEN PL Commercial Banks
4 MAGYAR OLAJ GAZIRT PIL Commercial Banks
5 NEW WORLD RESOURCES PLC PL Commercial Banks
6 INTERFERIE PL Commercial Banks
7 KGHM PL Construction & Engineering
8 TPSA TELEKOM POLSKA Cz Electric Utilities
9 ELEKTROBUDOWA S.A. PL Electrical Equipment
10 POLSKIE GORNICTWO NAFTOWE PL Electric Utilities
| GAZOWNICTWO SA
11 KREDYT BANK PL Chemicals
12 BPH PIL Metals & Mining
13 INTERNATIONAL PERSONAL FINANCE PL Commercial Banks
14 ARCTIC PAPER S.A. PL Metals & Mining
15 BANK MILLENNIUM GB Consumer Finance
16 GRUPA KETY SA PL Specialty Retail
17 APATOR S.A. PL Metals & Mining
18 BUDIMEX PL Commercial Banks
19 LUBELSKI WEGIEL BOGDANKA SA Sl Pharmaceuticals
20 ZAKLADY AZOTOWE PULAWY SA PL Oil, Gas & Consumable Fuels
21 PZU SA PL Metals & Mining
22 BANK HANDLOWY W WARSZAWIE SA HU Oll, Gas & Consumable Fuels
23 KRKA NL Metals & Mining
24 CEZ PL Electric Utilities
25 ENEA SA PL Oil, Gas & Consumable Fuels
26 PGE PL Oil, Gas & Consumable Fuels
27 BANK GOSPODARKI ZYWNOSCI PL Insurance
28 GRUPA AZOTY PL Diversified Telecommunication Services
29 INTERSPORT POLSKA T Commercial Banks
30 ING BANK SLASKI PL Chemicals

Source: own study based on GES Risk Rating data.
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EoQG data reporting — the evolution
of the upcoming revolution

PIOTR KAZMIERKIEWICZ » CDM PEKAQ S.A.

| The second take

It is already the second edition of the research "ESG
Analysis of companies in Poland", conducted by
the Polish Association of Listed Companies, GES
and Crido Taxand. The word "already" is not used
by chance, as the fact of continuation of the last
year’s challenge gives the research an attribute of
periodicity. The year 2013 will be recorded as critical
in the history of development of the market of non-
financial data. The second edition is also a good
opportunity to evaluate changes concerning ESG
data reporting on the Polish capital market within
the timeframe of a year. The next edition is also a
good moment for promotion of the idea of creating
a collection of standardized non-financial data, which
could significantly complete companies' analyses
based only on financial and sectoral data. The aim is
to change the existing selective interest of domestic
investors in including ESG factors in the investment
process.

Doubts remain the same, just as the
methodology

The next edition does not change the questions
asked as far as such research is concerned. One
doubt is still valid. It is raised by companies: "can non-
financial data reporting be an element of competitive
advantage of a company on the capital market?".
The answer to this question is a test of significance
of relations between financial and non-financial data
among companies listed on WSE (Warsaw Stock
Exchange) and NewConnect market. By adopting
investors' perspective, we will look closer at whether
using non-financial criteria in company selection, in
a process of estimating a relation between risk and
expected investment return rate, can be a source of
significant advantages over traditional approach. From
the point of view of managers of companies listed on

WSE and NewConnect market, it will be important to
find the answer to a question, whether it is possible to
establish a statistically significant positive correlation
between the level of reporting and perception of
a company by the investors. Being aware of the
importance of market data in estimating the cost of
raising capital indispensable for company's operation,
brings us to a conclusion that occurrence of such
phenomenon (e.g. investment return rates above
market average with a similar risk level or comparable
returns with lower level of variation) could contribute to
a change in company's attitude to non-financial data
reporting. Noticing positive influence of corporate
social responsibility on the cost of capital could be
a basis for increasing company transparency in ESG
areas as an activity with strictly business justification.

I Short history of the research

Two editions of the research do not create a long
enough history to assume the following conclusions to
be definitive. However, in view of the unique character
of the research on the Polish market, it is advisable to
analyze the achieved results thoroughly. As it is the
second edition of the research, this year’s results will
be compared with the previous year. Evaluation was
conducted as of 30th June 2012 and 2013. Thus, in
the process of analyzing the correlation, the results of
"ESG Analysis of companies in Poland" for 2012 and
2013 were used, as well as financial data for 2009-
2012 and monthly company return rates for the period
from 30th September 2009 till 30th September 2013.

The following indicators were analyzed:

1. Return On Assets (based on bottom EPS, ROA)
— calculated as a net result for a given year divided
by the level of company's assets,

2. Return on Common Equity (ROE) — calculated as
a net result for a given year divided by the level of
company's equity capital.
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An elementary advantage of using ROE indicators
is the fact that they allow evaluation of company's
management effectiveness without raising questions
while comparing subjects from different sectors.
Relatively numerous group of companies subject to
the research allowed a comparison of effectiveness in
the functioning of particular sectors. ROA indicators
were additionally used as a part of such analysis.
Division into sectors was made on the basis of
sectoral classification proposed by MSCI company,
which distinguishes ten main sectors.

Peloton catches up, but NewConnect
still stays behind

Again, the results of thorough analysis will refer only
to WSE market. It results from the fact that while
the NewConnect companies are characterized by
a satisfactory level of reporting on corporate
governance, the quality and significance of information
from other areas (environmental and social) still
remains on a negligible level. It is presented in the
following set of graphs where the level of reporting
non-financial data is marked out in a division into
individual categories of data and indexes. To ensure
comparability, the results refer only to companies
listed in the research in both editions, keeping the
sectoral classification operative on 30th June 2013.

Figurel. Level of reporting on WSE and NewConnect divided into indexes
(scale: 0-3 points; number of companies in brackets)

WIG20 (20)
2,50

WSE+NC (799)

foreign companies (47)

NewConnect (370)

NCX Life Science (10)

Source: GES, own calculations.

Although the area clearly accentuated by the com-
panies in non-financial data reports remains without
changes (corporate governance), when comparing
the results of both editions we can notice a few intere-
sting facts. Firstly, the total level of reporting has har-
dly changed. Within particular groups of companies,

WSE, outside index (86)

WIGB0 (58)

sWIG80 (79)
=== Total result (ESG)
e Result in the human
rights area
WIG (206)

=== Result in the corporate
governance area

Result in the
environmental area

the results differ minimally diverging by no more than
0,02 point (sWIG80, WSE outside index) and +0,04
point (WIG20, foreign companies).
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Figure 2. Changes in level of reporting in comparison to the previous edition - on WSE and
NewConnect - divided into indexes (scale: 0-3 points; number of companies in brackets)
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=== ESG '2013 research

e ESG '2012 research

Environmental
area

=== ESG '2013 research
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NewConnect (370)

NCX Life Science (10)

Source: GES, own calculations

Although at the first sight the results do not seem too
optimistic, a closer look at individual results presents
a bit more brighter picture. It appears that we owe
the improvement of average results not only to the
increase in reporting quality among subjects which
have already generously shared non-financial data,
but also to a bigger interest in disclosing such data by
companies which have not done it yet or have done it
on a small scale. It is presented in a series of graphs
on the following pages, where the outer circles present
this year, and inner circles show the result of the last
year’s research.

In the envionmental and human rights areas, an
improvement in non-financial data reporting is visible,
however it must be noted that the overwhelming majority of
companies do not disclose any significant data in this area
(grey color: respectively 71,3 and 74,8 percent, decline of
2,2 and 2,8 percentage points). Quite different tendency
can be observed in the area of corporate governance,
which has so far been regarded as a model. It appears
that one in every 22 companies still does not achieve a
result over 0,5 point in this area. Among companies from
the last year’s edition these values referred to only one in
every 89 subjects. Moreover, a result over 0,2 point in a
current edition refers only to 12,6 percent of companies
taking part in both studies, compared to 20,0 percent of
last year resullts.

However, one of the most important results of the
last year's research is born here. We will analyze
only 5 percent of the best and 5 percent of the

WSE, outside index (86)

Corporate

governance area
WIGEO (58)

sWIGS80 (79)

WIG (208)

=== ESG '2013 research

e ESG '2012 research

worst companies from 2012 (39 and 36 companies;
the difference in number results from absence of
some companies in this year’s research) - results are
presented in figure 4. It appears that while last year’s
leaders still aim at improving the quality of reporting, a
real quality leap is noted in a group of stragglers from
2012. Here, the total increase of ESG result equals
0,25 point, with only 0,04 point leaders' improvement.
Although we owe this result only to the improvement
in disclosing data concerning corporate governance,
such behavior of analyzed subjects may indicate growth
in awareness and gradual detection of significance of
disclosing non-financial data in the process of building
an image among investors in the home capital market.

It does not change the fact that looking from the
perspective of being listed on different indexes, we can
easily notice a relation between the size of a company
and the level of reporting the non-financial data. In all
categories the so called blue chips are the leaders,
i.e. WIG20 companies. It is worth noticing that foreign
companies, in contrast to last year’s results and taking
only WSE into consideration, were placed right after
companies in WIG60 group, outrunning sWIG80 by
0,12 point on average.

What concerns us again is the result of subjects forming
NC Life Science index. It seems that these subjects
should be natural leaders in providing non-financial
data. That is why invariably low level of reporting in this
group is undoubtedly a negative surprise of this year’s
research.
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Figure 3. Comparison of levels of reporting significance in consecutive editions of the
research
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Figure 4. Changes in level of reporting among subjects with the best and the waorst total
ESG results from last year’s research (WSE with NewConnect)
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Source: GES, own calculations
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The next part of the report contains an attempt to
compile financial and non-financial data. As it has
been mentioned earlier, because of absence of big
enough sample of companies in the NewConnect
market - at least minimally reporting significant
environmental data (11,3 percent) and human rights
data (10,2 percent) - only companies listed on WSE
were included in the process of correlation analysis.
In order to achieve full comparability, subjects whose
reporting period overlaps with calendar years were
qualified for research. Companies listed for less than
three years as well as those, whose equity in any year
was negative, were excluded from the analysis.

A group of analyzed companies was characterized
with  considerable heterogeneity, which resulted
primarily from a rather short history of our capital
market. That is why, similarly to last year, for the needs
of the general analysis of correlations between financial
and non-financial data, it was decided to exclude the
outliers from further research, as they could impair
further conclusions. By "outliers”, in this analysis, we

understand 5 percent of companies with the lowest
and the highest values of equity's profitability. In the
next part of the report, conclusions will be made
on the sample limited to companies whose three-
year-average return on equity is among 90 percent
of middle values of ROE indicator distribution. It
limits the research group to 243 subjects. In case of
analysis by individual sectors, this assumption will be
repealed, which means that in this division, data from
271 companies will be used.

Despite quite large research sample, looking at
sectoral division on WSE, we can still see considerable
disproportions between individual sectors. Among
businesses included in the analysis there were:
industrials (70 companies), which along with financials
(47) and cyclical consumer goods (48) considerably
prevailed over other sectors. A considerable number
of representatives belonged to such sectors as:
materials (27), IT (32) and consumer staples (21).
Remaining groups did not meet the condition of a
minimal size of a sample for purposes of statistical

Figure 5. Figure Level of reporting on WSE in individual MSCI sectors (scale: 0-3 po-

ints; number of companies in brackets)
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inference, which could cause a significant error in the
process.

However, taking into consideration the significance of
these sectors (particularly energy and healthcare) in
the context of non-financial environmental and human
rights data, they were included in the report after all.
Including the energy and telecommunications sector
is important because of their influence on creating an
image of the whole market (significant share in WIG
portfolio). Energy and utilities sectors are also the
leaders in non-financial reporting, which makes them
key for the whole analysis results, while their absence

would strongly impair the distribution of the reporting
level results in individual areas.

Figure 6 shows a different approach to companies’
level of reporting. On the horizontal axis, the numbers
of individual percentiles are marked, while the
vertical axis shows the values of these percentiles in
individual areas. Similarly to 2012 research, there is a
set border with non-zero value on the 55th percentile
(environmental data) and 60th percentile for data
concerning human rights. It is worth noticing that a
significant growth in the highest percentiles values
(over 90).

Figure 6. Distribution of reporting level in individual areas (scale: 0-3 points)
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A fig leaf or a square peg
in a round hole?

Twelve months concluded on 30th June created
favorable conditions for investment. Increase in WIG by
9,6 percent led to achieving an average monthly index
return rate from the last three years at the level of +0,47
percent. Companies in MWIG40 index contributed
considerably, gaining +0,55 percent on average
per month at that time. Because of a limited group
of analyzed companies (complying with the above
mentioned criteria; 271 subjects) and equal shares of
companies in portfolios, their characteristics differed

Human rights area

from values of classic index compositions. In the
limited group of companies an average monthly return
rate is -0,17 percent, while for WIG20, WIG60 and
sSWIG80 respectively +0,74, 0,44 and 0,46 percent.
Such situation leads to widening, in comparison to the
last year, the scope of MCSI sectors which reached a
positive monthly return rate (Figure 12).

Comparing the breakdown of reporting results
(presented in figure 6) with the parameters describing
the result of investment in companies (three-year
average and standard deviation of monthly return
rates) we get the following table (figure 7). For example,
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first three cells of the first row (upper 5 percent of
results) mean that 5 percent of 271 companies reach
a reporting result in environmental area equal 1,12
or more. Moreover, companies with the result in the
environmental area equal to 1,12 or more, during the last
three years brought an average monthly 0,52 percent
profit and investment in the shares was subject to risk
of about 9,32 percent. First three cells of the fifth row
(third quartile) mean that 25 percent of 271 companies
achieve a reporting result equal to 0,45 or more in the
environmental area. Moreover, companies with the result
in the environmental area equal to 0,45 or more, during

the last three years brought an average monthly 0,11
percent profit and investment in the shares was subject
to risk of about 9,32 percent. It's worth noticing that in
the environmental area, the median of all results reaches
the value of 0,00. It means that a half of 271 companies
does not disclose any significant data in this area.
Average values and deviations in this case mean that
the companies with the result in the environmental area
equal to 0 or more (technically all 271 subjects) brought
monthly 0,17 percent loss with the level of risk at 12,47
percent.

Figure 7. Level of reporting in individual areas and investment performance in three-year horizon
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Source: GES, WSE, KDPW, own calculations
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Looking from the angle of historical results, it appe-
ars that companies disclosing significant non-financial
data stand out positively both against other compa-
nies from their sector and the whole market.

And although among analyzed companies only in the
corporate governance area over a half of subjects
report significant non-financial data, these subjects
were positively seen by investors and awarded with
better investment performance. Moreover, in each ca-
tegory 5 percent of the best companies always had
a positive average return rate with significantly lower
risk rate. It resulted in achieving desirable relations of
these values by these companies (profit/risk relation

for the best 5 percent of companies in environmental
area equals 5,5 percent, in human rights 9,2 percent
and in corporate governance 6,3 percent).

However, a retrospective character of correlation sho-
uld be remembered, as we cannot judge whether an
improved perception of companies resulted from the
amount of data reported or this relation was coinci-
dental. A partial answer to this question is a renewed
analysis of 5 percent best and worst companies from
the last year’s research. This time, due to small amo-
unt of data disclosed by the NewConnect companies,
we limit the analysis to WSE companies.

Figure 8. Changes in level of reporting among subjects with the best and the waorst total
ESG results from last year’s research — analysis limited to WSE companies

Total result (ESG)

corporate governance area
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Source: GES, own calculations

Here as well, we see an improvement in the amount
of significant data disclosed by the stragglers of
the last year’s edition. However, it is not a quality
leap comparable to the one observed for the group
of companies in the NewConnect market, but it
is visible that the most willingly improved area is
corporate governance. What is the aim of improving
companies' transparency? Does it result from the
need for being in dialogue with particular stakeholder
groups? Or perhaps it is rather to boast about the
results or, in case of their absence, a fig leaf? The
analysis of the results of the leaders and outsiders
from the last year’s research (figure 9) requires a
comparison of their performance with the whole
group median (271 companies). It appears that at the
time of crisis even the most transparent subjects do
not hold a patent against losing business profitability.
Comparing the profitability of equity (ROE) for 2013

1‘ | ‘ | ‘1
1,50 2,00 2,50 3,00

BOTTOMS5% (result for 2012 r.)

to the result from the last year, we notice that this
drop (measured with a median for the results) is much
smaller than for the whole group under research and
considerably smaller if we compare it to the results
of the stragglers of 2012 research (-0,91 percentage
point for leaders and -1,89 percentage point for
outsiders). Interestingly, a more effective protection
of profitability did not get a special appreciation from
investors. Although they looked at the subjects of
TOP5% group more graciously, so that the average
monthly return rate median was higher than for the
entire group, the result achieved by the BOTTOM5%
group was even better. Moreover, the additional
return rate was not accompanied by risk increase
measured by a standard deviation.

During 12 months concluded on 30th June 2013, a
higher return rate would have been brought by shares
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of low transparency companies indicated in the first
edition of the research. Although this reflection is
derived from singular observation and that is why it
does not allow to draw strong conclusions, the result
indicates that well-reporting companies are rarely
a source of surprise for the market. The outsiders
in non-financial reporting, who initiate dialogue
with stakeholders, alleviate negative perception by

investors. In turn they respond quicker and better
to first symptoms (as well as announcements) of
improvement in the company. If the observation is
confirmed in the following years, it will be a proof
that the leaders of reporting are granted a bonus in
comparison to companies unwillingly sharing non-
financial data.

Figure 9. Comparison of changes in the characteristics of companies creating the top and
bottorn 5 percent of the research results distribution from 2012 to the changes in the results

of the whole sample of companies from WSE.

variation
in standard deviation

average monthly
return rate for 2012

ROE variation
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T
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W BOTTOM5% group median of results TOP5% group median of results I median for the group of analyzed companies

Source: GES, own calculations.

Confirmation of results, although
we are still discussing outdated
information”

Presenting correlation between average return rates
and their standard deviations for individual percentiles
of reporting results , with the use of a scatter chart, we
are able to designate parameters of a linear equation
describing the aforementioned relations (see: figure
47). This year’s study of dependence of investment
performance on reporting level in individual areas

confirms the last year’s surprise. The strongest
relations (described by a determination factor R?)
between reporting significant non-financial data and
"Risk/Profit" relation are found in the environmental
area (R°=0,87) and human rights area (R*=0,88). The
worst reported of the three ESG areas is corporate
governance (R?=0,67), where the relation, although
still strong, significantly differs from other results.



Figure 10. Map ,Risk-Profit” for particular percentiles - environmental area
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Figure 11. Map ,Risk-Profit” for particular percentiles - human rights area
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Figure 12. Map ,Risk-Profit” for particular percentiles - corporate governance area
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Figure 13. Map ,Risk-Profit” for particular percentiles - total
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Single points in the above charts represent values
of average return rates and their deviations for
individual percentiles described in the "Figure 7" table.
Negative characters next to directional parameters
of all equations confirm the existence of correlation,
expected by the investors, between reporting level
and investment parameters. In comparison to last
year, this time the human rights area occurred to be
the best characteristic among analyzed companies,
as the subjects reporting plenty of significant data in
this area were characterized by the best investment
parameters in the past three years. However we come

to these conclusions in the course of ex-post analysis,
which means that we will be able to judge them
after at least a year from conducting the research.
Moreover, it cannot be overlooked that companies
with highest reporting results in the environmental area
(6th percentile; 12 companies) aimost solely represent
energy sector (4) and materials (5) i.e. industries with
outstanding average return rates against the whole
market. In order to talk about sustainability of the
observed regularities, the analysis will have to be
repeated in the next years.

Figure 14. Map ,Risk-Profit” divided into sectars
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Similarly to the last year, the next step of the analysis
was an attempt to answer a question if and which
correlations exist between companies' profitability
and the level of reporting in particular areas. The
result is presented in the following table (Figure 15).
This year’s results occurred to be stronger than these
from 2012. In the analyzed sample, in almost every
MSCI sector, the level of reporting non-financial data
was negatively correlated with variability of monthly
return rates in the analyzed period (the exception is

the corporate governance area for utilities sector).
Although most of these correlations have a non-
definite character, it can be ascertained that, also
this year, the companies in a wide dialogue with
stakeholders were rewarded by the capital market
participants with a bigger trust, which resulted in
limitation in fluctuation of these subjects' share price.
This statement is true for all sectors, so the achieved
results constitute a promising base to continue the
research in future.

Figure 15. Correlation rates of selected financial and market indicators with the level
of reporting by companies in sectors divided into individual areas (ESG)
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Similarly unequivocal situation occurs in correlation
between level of reporting and profitability indicators.
For almost all sectors, in environmental and human
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rights areas, the values of correlations are positive
(the exception is ROA correlation with the result in
human rights area among healthcare companies).
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In corporate governance area we cannot draw such
clear conclusions, because some sectors indicate
negative relations between the level of reporting and
ROA (4) and ROE (3) indicators. The last analyzed
indicator (average return rate), contrary to the last
year’s research, creates premises indicating that
there is correlation with disclosing significant non-
financial data. This relation, at this stage of ESG
data development, does not have a long-lasting
character and achieves statistically significant values
sporadically.

Similarly to the last year, the energy and utilities
sectors must be distinguished among businesses
with the strongest correlations between financial,
non-financial and market data. This relation stopped
being applicable to telecommunications (by TPSA's
virtue). Unfortunately, the mentioned sectors belong
to the smallest groups in the research, so inference
in the area can be flawed.

I Summary

Being aware of limitations met by this analysis (only
the second edition, absence of historical reference,
small numbers in key sectors), the achieved results
still constitute a promising base for further research on
using ESG filters in the investment process. There is
every reason to believe that widening financial analysis

by non-financial data can be required by investors
looking for above-market-average investment return
rates. This idea is particularly essential from the
perspective of an investment in subjects with weak
foundations (absence of profitability, high debt), where
the first symptom of improvement in company's
condition is an attempt to strengthen relations with
stakeholders by increasing transparency of activities.
And, although previous research cannot confirm this
assumption, historical correlations do not exclude a
positive correlation between level of reporting and
the relation of potential return rate and risk expected
by the investors. Being aware of the importance of
market data in estimating the cost of raising capital
indispensable for company's operations, occurrence
of such phenomenon (i.e. higher than market
average investment return rates with similar risk level
or comparable returns with lower variation) could
contribute to further evolution of company's attitude
to non-financial data reporting. Noticing a positive
influence of social responsibility of companies on
the cost of capital would be a basis for increasing
companies' transparency in ESG areas as an activity
with strictly business justification. It would also be
a chance to revise the existing methods of capital
cost valuation and include the level of company's
communication with its environment, expressed
by significant non-financial data disclosed by the
company. Should we expect a revolution in thinking in
this area of company analysis? Time will tell...
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| Introduction

DActivity of listed companies in the corporate social
responsibility or ESG reporting (environmental, social
and corporate governance) is a subject of a never-ce-
asing interest. Proving the above, numerous initiatives
have started on the national or the multinational level.
They aim at working out and promoting a framework,
rules and good practices referring to conducting so-
cially responsible activities. On one hand, a decision
on including the needs of a wide circle of stakeholders
as a condition indispensable for the survival of today’s
organizations is presented. On the other hand, an as-
sumption is promoted that the value for stakeholders
can be paired with the value for shareholders®. Mul-
tiple profits are mentioned for companies in dialogue
with the surrounding environment. Among others,
these ideas are discussed:

» employer branding and trust increase',

» wider possibilities to recruit employees, their higher
loyalty, job satisfaction'®,

» potentially bigger innovation - including social and
ecological aspects - influences creating new pro-
ducts and facilitates processes (e.g. towards more
ecological attitudes)',

» better risk management - analysis of relations with

stakeholders naturally facilitates new risk identification'”,
» increased attractiveness in the eyes of investors,
which may result in raising capital in an easier way's;

For over 35 years studies have been conducted in
order to verify whether numerous potential profits
resulting from socially responsible activities and risk
management in ESG areas can be confirmed empiri-
cally™®. Operating, financial and stock results undergo
an analysis. The results are often ambiguous. Some of
them confirm the expected correlation, but many do
not allow to determine the positive impact of a discus-
sed activity. It is concluded that responsibly acting
companies are not "punished" for such decision?.

In the following paper, conclusions from the results
of analysis of Polish listed companies are presented
with regard to including ESG issues. The considered
results are an effect of the second edition of the re-
search conducted by GES, where main and alterna-
tive market companies on WSE in Warsaw (Warsaw
Stock Exchange) were analyzed. This paper allows to
track how the image of Polish issuers has changed in
the context of including ESG issues in 2013 compa-
red to 2012. Occurrence of chosen positive effects of
socially responsible conduct was also analyzed.
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20 M. Marcinkowska, Spofeczna odpowiedzialnos¢ przedsiebiorstw a ich wyniki ekonomiczne — przeglad badan, ,Przeglad Organizacji” nr 12/2010, s. 3-6.
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I Aim and subject of the research

The aim of the research was to identify potential
correlation between ESG rating and chosen
characteristics of Polish listed companies. It can be
expected that companies which attempt to follow
international regulations and codes of conduct and
simultaneously inform on their development and
results, should benefit from these activities. The
paper examines a correlation of ESG rating with
chosen financial and stock parameters. Correlation
analysis was preceded by a general presentation of
quantitative image of ESG ratings of entities listed on
two WSE markets.

The main research material was formed by the results
of GES Risk Rating for Polish listed companies whose
shares were listed on the Warsaw Stock Exchange
on 30th June 2013. The list included companies
listed on the main market as well as the alternative
NewConnect share market. Together they were
865 companies. Additionally, data from a research
conducted a year before (831 companies) was used.
The research was conducted in the same manner,
for companies listed on 30th June 2012. Moreover,
financial results and stock exchange information on
companies were used, utilizing databases:

» Notoria service,

» Amadeus Bureau van Dijk;

The companies mentioned in the paper were presented
with ratings concerning activities in the environmental,
social (human rights) and corporate governance areas
as well as a total rating. They were awarded according
to the GES Risk Rating® method developed by GES
company. The achieved results are intended to mirror
the effectiveness of risk management in a given
sector and a degree of compliance with international
regulations. For the needs of this analysis a scale
from O to 3 points for each of the three components

was used to rate the companies. The total rating
is an average of the rating from the three given
areas and ranges between 0-3 as well. To rate risk
management systems and performance of subjects
under research, annual reports are used, as well as
other official documentation and the content of a
company's website.

I Characteristics of the analyzed
companies

Data concerning ESG rating was used in the analysis
for 865 companies including:

» 437 from the main market,

» 428 from the NewConnect market;

Table 1 presents numbers of companies in individual
sectors according to GICS?2.

The most represented sectors in the main market
are industries connected to activity in the Capital
Markets, Construction and Engineering, Food
Products, Machinery, Real Estate Management and
Development. In the case of the alternative market,
these are industries connected to activities in the
Capital Markets, Commercial Services and Supplies,
Diversified Financial Services, Media, Software.

For the needs of the analysis, the ESG rating of
companies was studied after it had been broken
down between the main and the alternative market.
It is dictated by significantly different requirements for
the subjects listed or applying for admission to listing
of shares. Because of this, the characteristics of
companies are different. NewConnect is a market for
smaller companies with often shorter history, which
results in a smaller capitalization or lower liquidity of
shares.

2!'In the paper GES Risk Rating and ESG rating mean the same and will be used interchangeably.
22 GICS (Global Industry Classification Standard) developed by MSCI and Standard & Poor’s. http://www.msci.com/products/indices/sector/gics/gics_structure.

html (14.09.2013).
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Table 1. Analyzed companies by sector

T S

Air Freight & Logistics Household Products
Airlines 0 5 Independent Power 3 12
Producers & Energy Traders
Auto Components 8 4 Industrial Conglomerates 0 1
Beverages 5 4 Insurance 3 4
Biotechnology 3 7 Internet & Catalog Retail 1 12
Building Products 11 9 Internet Software & Services 6 18
Capital Markets 25 20 IT Services 16 9
Chemicals 15 2 Leisure Equipment & Products 0 4
Commercial Banks 18 0 Life Sciences Tools & Services 0 1
Commercial Services & Supplies 13 28 Machinery 24 10
Communications Equipment 1 2 Marine 1 1
Computers & Peripherals 8 2 Media 1@ 39
Construction & Engineering 36 14 Metals & Mining 19 3
Construction Materials 4 5 Multi-Utilities 1 0
Consumer Finance 2 1 Office Electronics 0 1
Containers & Packaging 4 5 Qil, Gas & Consumable Fuels 10 3
Distributors 2 7 Paper & Forest Products 6 2
Diversified Consumer Services 0 7 Personal Products 2 1
Diversified Financial Services 12 31 Pharmaceuticals 2 2
Diversified Telecommunication Services 6 9 Professional Services 2 10
Electric Utilities 7 0 Real Estate Investment Trusts (REITs) 0 1
Electrical EQuipment 7 8 Heal Estate 21 15
Management & Development

Electronic Equipment, )

Instruments & Components 12 ° Hoad & Ral s !
Energy Equipment & Services 0 1 Software 9 37
Food & Staples Retailing 5 2 Specialty Retail 9 11
Food Products 27 6 Textiles, Apparel & Luxury Goods 17 3
Gas Utilities 2 0 Thrifts & Mortgage Finance 0 2
Health Care Equipment & Supplies 2 10 Trading Companies & Distributors 7 2
Health Care Providers & Services 7 8 Water Utilities 0 2
Hotels, Restaurants & Leisure 11 14 Transportation Infrastructure 1 0
Household Durables 10 8 Wireless Telecommunication Services 1 3

Source: GES, own study
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Quantitative picture of ESG ratings
of Polish listed companies

The characteristics of ESG rating distribution
combined below for the two analyzed periods show,
that in the case of the main market only slight changes
in ratings occurred. The average ESG rating remained
at an unchanged level. Variations in ratings were
insignificant. In both periods a right-sided asymmetry

of rating distribution can be seen. In 2013 it is bigger
than in 2012, which can be concluded by analyzing
the skewness coefficient or a bigger difference
between the median and the average. It means that
in 2013 the percentage of ratings below the average
was bigger than a year before. The maximum value
of the total ESG rating increased slightly from 2,048
t0 2,137.

Table 2. Indicators of ESG rating distribution.

Main market NewConnect
Edition 2012 Edition 2013 Edition 2012 Edition 2013

Average 0.708 0.707 0.409 0.441
Standard deviation 0.274 0.280 0.156 0.120
Coefficient of variation 38.7% 39.6% 38.0% 27.3%
Variation 0.075 0.078 0.024 0.014
Kurtosis 3.203 3.732 0.300 1.392
Skewness 1.144 1.560 -0.641 -0.280
Minimum 0.000 0.000 0.000 0.000
Quartile 1. 0.555 0.552 0.330 0.360
Median 0.670 0.645 0.430 0.455
Quartile 3. 0.810 0.792 0.520 0.519
Maximum 2.048 2.137 0.815 0.872
N 434 437 397 428

Source: own study

In the case of the alternative market companies, over
7 percent increase of the average total ESG rating can
be seen. At the same time the differentiation of ESG
measure values on this market dropped. Distribution
of ratings in 2013 indicates clearly a lower asymmetry
(left-sided). The median and the average recorded
closer values.

Chart 1. shows that only in the case of the
NewConnect market we can talk about a small but
positive change of value of a total ESG rating. Both
average and maximum values are higher. On the other
hand, a significant disproportion is visible between
average results on both markets.



Figure 13. Chart. A distribution of ESG rating for the main market and NewConnect.
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ESG rating analysis (divided into components - Table
3.) allows to note that for the main WSE market in
"environmental" and "human rights" areas, a drop
in percentage of companies with the lowest mark
occurred (respectively by 5 and 7,3 percentage
points). However, still a half of subjects scored zero
points in these areas. This means that they do not

rg_ESG13

disclose adequate information, which seems to be
significant , taking into consideration a fact that the
rating is awarded on the basis of annual reports,
a website and other documents.. Again for the
2013 data, the area with only a few such cases is
corporate governance.

Table 3. Percentage of companies scoring and not scoring in individual areas.

Corporate

Total ESG
governance

Environment Human rights

Main market 2012 2013 2012
=0 points 57.6% 52.6% 63.1%
>0 points 42.4% 47.4% 36.9%
NewConnect 2012 2013 2012
=0 points 89.9% 88.1% 93.2%
>0 points 10.1% 11.9% 6.8%

Source: own study

In the case of the alternative market companies, the
increase of the number of companies scoring points
can be seen. However, these changes are significantly
smaller than on the main market. Importantly, in
"environmental" and "human rights" areas still almost
90% of subjects do not publish adequate disclosures

2013 2012 2013 2012 2013
55.8% 0.5% 0.5% 0.2% 0.5%
44.2% 99.5% 99.5% 99.8% 99.5%

2013 2012 2013 2012 2013
90.0% 0.9% 0.9% 2.5% 0.9%

10.0% 99.1% 99.1% 97.5% 99.1%

at all (scoring zero points). Similarly to the main market,
in the area concerning corporate governance only
singular subjects got zero points. However, it does
not seem to be a merit of the increasing awareness of
the companies. It probably results from the applicable
laws.
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Table 4. ESG ratings of WSE main market companies by areas

Rating (0-3)
2012
min 0.000
Environment max 1.900
Average 0.215
min 0.000
Human rights max 2.025
Average 0.112
min 0.000
Corporate
max 2.730
governance
Average 1.798
min 0.000
Total ESG max 2.048
Average 0.708

Source: own study

Analysis of Table 4 content for the companies of
the main market confirms previous observations.
Environmental and human rights areas recorded
a slight increase in the average and maximum
number of points. However, it appears that these
increases are accompanied by a negative change
in the corporate governance area. The average
and maximum values in 2013 are lower than the
year before. Therefore, despite the aforementioned
increases, the average total rating has not changed.

The issuers on the alternative market recorded an
increase in the average score in all areas (table 5).
However, the changes are slight. Moreover, it must
be noted that a correlation between the average
rating and maximum number of points is very low
(less than 1,5 percent) in the environmental and
human rights areas. It results from the fact that most
subjects do not score points in this areas at all. In
case of corporate governance the relation fluctuates
around 40 percent.

The scope of disclosure which should be improved
in the ESG area seems to be considerable. Looking
at the number of points compared to the maximum,

Rating ©9) | 1S | Fapans
2013 {0 3 2013
0.000 0.0% 0.0%
2.060 63.3% 68.7%
0.236 7.2% 7.9%
0.000 0.0% 0.0%
2.025 67.5% 67.5%
0.142 3.7% 4.7%
0.000 0.0% 0.0%
2.715 91.0% 90.5%
1.743 59.9% 58.1%
0.000 0.0% 0.0%
2.137 68.3% 71.2%
0.707 23.6% 23.6%

both markets are characterized by low values. In
case of the main market it is less than 24 percent
of the total rating level in both analyzed periods.
For NewConnect, despite a slight improvement, the
value equals less than 15 percent of a maximum
score.

Best rated disclosures originate from the corporate
governance area. In the case of the main market, the
average result is 58 percent of the maximum score,
for NewConnect it is 42,5 percent. Environment is a
far worse rated area, where the relation equals 7,9
percent and 1,1 percent. For human rights area it is
4,7 percent and 0,5 percent. The difference in rating
of disclosures between the corporate governance
area and the other two is significant. As a result, the
total rating is mostly decided by the first variable. The
other two seem to have limited importance. It can
suggest that on average companies are not willing to
publish voluntary disclosures in the "environmental”
and "human rights" areas. They report relatively
more in the area of corporate governance (regulated
mostly by the law).



Table 5. ESG ratings of WSE main market companies by areas

Rating (0-3)
2012
min 0.000
Environment max 0.880
Average 0.028
min 0.000
Human rights max 0.315
Average 0.008
min 0.000
Corporate
max 2.100
governance
Average 1.193
min 0.000
Total ESG max 0.815
Average 0.408

Source: own study

Correlation between ESG rating and
selected characteristics of companies

In order to examine the occurrence of potentially
positive effects for subjects distinguishing in ESG
disclosure, the Pearson correlation analysis was
used. It was analyzed whether these companies can
be characterized by higher dynamics of operating
and net margins. Also the parameters important
for investors, such as return rate and share price
fluctuation, were analyzed.

A number of companies was excluded from further

analysis. The reasons are:

» a number of companies (particularly on the
NewConnect market) had their debut in 2012 or
2013. Therefore utilizing financial data of these
issuers would result in using information coming
from a period before debut,

» a number of companies implemented a different
turnover year. Instead of most often accepted
turnover year equal to the calendar year, some
companies report for a year beginning e.g. in April

Raing @9 | 1t | Fapans
2013 {0 3 2013
0.000 0.0% 0.0%
0.880 29.3% 29.3%
0.082 0.9% 1.1%
0.000 0.0% 0.0%
0.795 10.5% 26.5%
0.015 0.3% 0.5%
0.000 0.0% 0.0%
1.980 70.0% 66.0%
1.276 39.8% 42.5%
0.000 0.0% 0.0%
0.872 27.2% 29.1%
0.441 13.6% 14.7%

or May. These companies' data was excluded in
order to keep the comparability of results;

Taking the above into consideration, the numbers of
companies on both markets do not overlap with the
ones presented in the first part of the paper in further
analysis. Because of occurrence of extreme values of
ratings, in each case 5 percent of lowest and highest
values were not included?®.

Correlation of ESG values and margin
dynamics

Examining a correlation of ESG values and margin
dynamics was intended to test whether companies
acting in a socially responsible way and disclosing
higher quality information in this area profit from faster
increase of margins. Responsibly acting company,
enjoying higher reputation among stakeholders, has a
potentially bigger chance to achieve higher profitability.
[t means higher demand, faster acceptance of
subject's products on new markets or cost savings

23 This way, the values highly deviating from others, resulting from very specific sets of data, were eliminated. These were e.g. dynamics of hundreds or tho-

usands percent.
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resulting from better risk management in the company
(by including ESG issues). In other words, activities
in the ESG area can be mirrored in forming specific
positions of profit and loss statement.

The coefficient of correlation between net margin
dynamics and operating margin referring to ESG
indicators was analyzed. If a company was to profit
from conducting socially responsible activity, then
higher ESG indicators should be paired with higher
margin changes.

Net margin was calculated according to the following
equatio:

net_profit,
Net_Profit_M arg in=

net_sales,

Operating margin was calculated as follows:

] ' operating_income,
Operating_m arg in=

net_sales,

To calculate margins, annual data for 2012, 2011,
2010 was used (consolidated if possible). The
research included only these situations, when on the
level of operating result and net result, a company
recorded positive values. Net and operating margins
were set for the analyzed periods and determined
the dynamics in 2012/2011 (in order to analyze the
correlation with ESG ratings from GES research of
2013) and in 2010/2011 (in order to analyze the
correlation with ESG ratings from GES research
of 2012). The results of correlation analysis are
presented in the below tables. Statistically significant
results at the level of 5 percent relevance are
highlighted in bold.

Table 6. Coefficient of correlation of ESG ratings for margin dynamics for main market

companies.
Operating margin dynamics Net margin dynamics
2011/2010 2012/2011 2011/2010 2012/2011
N=269 N=229 N=259 N=177
Environment -0,04 -0,14 -0,08 0,05
Human rights -0,08 -0,06 -0,14 0,08
Corporate -0,01 0,00 0,03 0,01
governance
Total ESG -0,05 -0,09 -0,06 0,06

Source: own study

For the main market companies, no statistically si- margin dynamics in 2012/2011 and for the human ri-
gnificant relation was observed between ESG rating ghts area in respect of operating margin dynamics in

and net or operating margin dynamics. Only in sin-
gle cases, at the level of ESG rating components,
the correlation turned out to be significant. It exists
for the "environmental" area in respect of operating

2011/2010. This is a weak negative correlation con-
tradictory to the expectations. It could suggest that
the companies with higher ESG ratings in a given area
have lower margin dynamics.



Table 7. Coeficient of correlation of ESG ratings for margin dynamics for NewConnect

companies.
Operating margin dynamics Net margin dynamics
2011/2010 2012/2011 2011/2010 2012/2011
N=144 N=104 N=156 N=105
Environment -0,09 -0,18 -0,04 -0,07
Human rights -0,12 -0,07 -0,04 0,00
Corporate 0,07 0,05 -0,08 0,06
governance
Total ESG 0,03 -0,02 -0,04 0,038

Source: own study.

For the NewConnect companies no coefficient was
statistically significant. Coefficients close to zero in-
dicate a very weak correlation. Similarly to the main
market, many results are negative. It is hard to perce-
ive recurrence of the observed correlation’s direction.

Despite using data from two editions of ESG rating re-
search, it cannot be concluded that there is a clear or
recurring correlation between net or operating margin
dynamics and ESG indicators.

Correlation of ESG values and return
rate

By disclosing information in the ESG area the
companies are more transparent. Larger transparency
can foster bigger interest of investors in the issuer’s
shares. This way demand for shares can be higher.
[t was examined whether investors engaging their
capital in such subjects can reach substantial benefits
in a form of higher return rates.

To examine if relations between return rates and ESG
indicators exist, a simple annual return rate calculated

with the following equation was used:

share_price, - share_price, ,

share_price,

where:
R, shares return rate for period t,
share price — closing price of shares in t period

Closing prices for the end of 2011, 2012 and for the
end of June 2012 and 2013 were used. Return rates
were calculated for three annual periods: 2011 (for
ESG rating 2012 edition), 2012 (for ESG rating 2013
edition) and for the end of June 2013 (for ESG rating
2013 edition).

In case of the main market companies, a positive
correlation between return rate and ESG indicators
was noted in all three cases. For the return rates
calculated at the end of 2011 and 2012 it is a weak
correlation fluctuating around 0,2. Importantly, on
the level of the total rating it is statistically significant.
Moreover, correlation with the environment and human
rights components is also significant. Similar results
were achieved in the previous edition (in table 8, the
column marked as 2011). The renewed occurrence of
statistically significant correlation coefficients seems
to be a valuable observation. It can suggest that the
effect that is positive for investors does not occur only
in a single period, but can last for a longer time. It can
mean that shares of the companies, which identify
and disclose ESG area information in a better way,
bring higher return rates. \We cannot talk about the
recurrence for certain as it would need analyzing
in a longer period. Nevertheless, the results can
be an important argument for directing more
attention to ESG issues, both for companies and
investors.
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Coefficient of correlation of ESG ratings with shares return rate on the main

Annual return rate

market.
Environment 0,20
Human rights 0,20
Corporate governance 0,12
Total ESG 0,21

Source: own study

For NewConnect companies mostly positive
correlations between return rate and ESG indicators
exist. In single cases negative correlations occurred.
[t can result from quite substantial variation in return

2012 06.2013
N=358 N=323
0,23 0,06
0,15 0,05
0,09 0,12
0,20 0,10

rates for the companies. Both for the current and
previous edition of GES research, the achieved
coefficients are not statistically significant and do not
allow to determine the direction of correlation.

Coefficient of correlation of ESG ratings with shares return rate on NewConnect.

Annual return rate

kon2011/2010
N=127
Environment 0,05
Human rights -0,02
Corporate governance 0,16
Total ESG 0,17

Source: own study

Correlation of ESG indicators with
share prices variation

Higher transparency of entities, resulting from risk
and ESG results reporting, should translate into
decreasing stakeholders’ uncertainty. Investors have
a broader image of a company and can predict the
results in a longer timeframe when making decisions.
Therefore, the risk of investment in transparent
companies should be smaller. In order to examine

kon2012/2011 czer2013/2012
N=278
0,04 -0,01
0,05 -0,06
0,06 0,09
0,08 0,07

if this effect can be observed for Polish companies,
a risk indicator in a shape of share price variation
was used. Standard deviation of natural logarithms
(volatility) of share price variation for 360 days was
used (daily data). This information was acquired from
Amadeus Bureau van Dijk database for the last day
of listing in 2011 and 2012 as well as for the end of
June 2012 and 2013. Analysis results for the main
market companies are presented in table 10.



Coefficient of correlation of ESG ratings with return rates variation for the
main market companies.

Share price variation

30.12.2011 28.12.2012 29.06.2012 28.06.2013
N=328 N=358 N=350 N=359
Environment -0,21 -0,24 -0,13 -0,18
Human rights -0,25 -0,24 -0,16 -0,19
Corporate -0,17 -0,17 0,20 -0,21
governance
Total ESG -0,26 -0,27 -0,22 -0,25

Source: own study

It appears that higher score for activities and ESG
disclosures pairs with lower variation in share price. It
is a weak negative correlation fluctuating around 0,2.
Importantly, the correlation is statistically significant
for all analyzed periods. Moreover, both ESG
measure components and the total rating remain in
a statistically significant relation with the share price
variation. It suggests that, the higher the ESG rating
of a company, the lower variation its share prices
undergo. It may also mean that share prices of the

higher rated subjects relatively less often undergo
big variations or the variations are lower.

The achieved results are in line with expectations
and may indicate another potential benefit for
investors. Similarly to the correlation between ESG
indicators and return rate, the significance of the
above conclusions is strengthened by existence of
the discussed relation, both for data from the first
and second edition of the GES research.

Coefficient of correlation of ESG ratings with return rates variation for the

NewConnect companies.

Share price variation

30122011 28122012 29062012 28062013
N=159 N=281 N=211 N=281
Environment -0,16 -0,04 -0,11 -0,03
Human rights -0,11 0,01 -0,07 -0,03
Corporate -0,01 -0,1 -0,01 -0,08
governance
Total ESG -0,05 -0,1 -0,04 -0,08
Source: own study
Coefficient of correlation of ESG ratings with compa- Conclusions

nies' share price variation on NewConnect recorded
negative values. It was observed both on the level of
total rating and for components concerning the three
areas. However, only in one case it is a statistically
significant relation. On the basis of the results it is
difficult to confirm the existence of a positive effect
of a diminished risk in case of subjects with a higher
ESG rating.

Utilizing the results from the two editions of GES
research of Polish listed companies (data from 2012
and 2013) allowed to examine whether observations
made last year are repeatable. It made it possible
to compare the state of Polish listed companies in
two analyzed periods in the context of awarded ESG
ratings.
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Observation of indicators of overall ESG rating
distribution for the main market companies suggests
that, on average, no significant changes occurred
in the level of awarded scores. In both periods their
values were very similar. A slight change (increase in
about 7 percent) in an average total ESG rating was
recorded by companies on the alternative market. In
both analyzed periods there is a clear disproportion
between both markets. The companies from the
main market score a rating higher by about 60
percent on average.

The analysis of the number of companies being
awarded points for individual components of ESG
survey indicates a positive trend. In case of both
markets, for the "environment" and "human rights"
area, the percentage of companies getting the
lowest possible note (0 points) dropped. For the
“corporate governance" area no changes were
noted and the discussed percentage is close to
zero. The aforementioned drop was clearly higher for
the main market companies. Improvement, however
important, was relatively small. Still, almost over a
half of the main market companies do not disclose,
in these areas, any information awarded with points
by GES. In case of the NewConnect companies, the
percentage is even bigger and fluctuates around
90 percent. The average score compared to the
maximum rating indicates a small degree of including
environmental and human rights issues. For both
markets the indicators are less than 10 percent.
Therefore, in both analyzed periods the dominant
factor influencing the value of the total ESG rating is
the component concerning corporate governance.
[t should be added that disclosures in this area are
quite precisely regulated by the law which relates
to the "environment" and "human rights" areas
in @ much lower degree. It can suggest that the
majority of companies is not willing to voluntarily
publish on these areas. This seems to be particularly
significant, along with the fact that different sources
of information published by companies are analyzed:
annual reports, other documents, websites. It can
be concluded that international regulations and
guidelines?, on the basis of which GES rating
is awarded, are not taken into account by most

It appeared that a positive relation
between annual return rate
and ESG ratings for the main
market companies was proven
- both for the first and the second
edition’s data. The companies
with higher ESG ratings in
"environment" and "human rights"
areas have statistically higher
return on assets rates.

of the subjects. The results are at the same time
a justification for the need to continue the process
of educating companies in the area of significance
of non-financial information reporting.

The results of the research on correlation between ESG
ratings and selected issuers' parameters can be an
argument for intensifying work on including ESG issues
by listed companies. The correlation coefficients for the
ESG indicators were analyzed towards:

» operating margin dynamics,

» net margin dynamics,

» return on assets,

» share price variation;

The first two parameters may be defined as financial
results; the other two - stock market results.

In case of correlation between operating margin
dynamics and net margin, a positive relation was
expected. In single cases negative coefficients
were achieved by the main market companies. For
the NewConnect companies no coefficient was
statistically significant. It was not possible to confirm
any important relation between margin dynamics
and total ESG rating or its components. It is notable
that many of previously conducted studies provided
such inconclusive results?.

However, the analysis of correlation between ESG
indicators and stock market results brought many
interesting observations, particularly for investors.

24 Namely international regulations for environmental management, Universal Declaration of Human Rights, United Nations Conventions, more widely: GES, GES

Risk Rating, www.ges-invest.com/pages/?ID=69 (14.09.2013).

25 Margolis J. D., Elfenbein H. A., Walsh J. P, Does it Pay to Be Good...And Does it Matter? A Meta-Analysis of the Relationship between Corporate Social
and Financial Performance, 03.2009, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1866371 (14.09.2013).



As expected, it appeared that a positive relation
between annual return rate and ESG ratings for the
main market companies was proven - both for the
first and the second edition’s data. The companies
with higher ESG ratings in "environment" and "human
rights" areas have statistically higher return on assets
rates. Additionally, a correlation of ESG indicators
with the annual return rate for the end of June 2013
(the moment when GES rating was awarded) was
examined. Positive relations were observed here as
well. The correlation was statistically significant only
in the case of "corporate governance" area. For the
NewConnect companies, the correlation coefficients
indicated both positive and negative relations. They
were not statistically significant by no means, which
excludes existence of any relation.

The analysis of relations between ESG rating and
share price variation provided an argument justifying
investing in socially responsible companies. Again,
the expected relations were observed only for
the main market companies. The results indicate
a weak negative correlation which suggests
that the companies with higher ESG ratings are
characterized by lower share price variation. A
statistically significant relation was observed both
on the level of a total ESG rating as well as in its all
three components. Importantly, the analyzed relation
was recorded for four different periods (the end of
2011, 2012 and the end of June 2012, 2013). This
result seems to be extremely important for investor,
for whom a lower share price variation can result in
lower risk. It can also be beneficial for a company
which can acquire capital more easily, because of a
bigger interest in its shares..

The results should not be considered in separation
from their limitations. The analysis of correlation
is just one method of detecting relations between
variables. Its basic drawback is a lack of possibility
to conclude about causality - it only presents
occurrence of certain tendencies. It should also be
noted that the process of awarding ratings in GES
Risk Rating must be connected to at least partial
loss of information. It results from the fact that the
content of company's documents is represented by
numerical data (points).

It was not possible to confirm the expected relations
for the NewConnect companies. The possible reason
perhaps being the characteristics of companies

listed there. The observed parameters could be
characterized by large variability, which despite
exclusion of extreme values did not allow to discover
the expected relations. Moreover, in the databases
used, absence of information for these companies
was observed more often.

In order to confirm the positive influence of
incorporating and reporting ESG issues by entities
listed on the main WSE market, the research
needs to be continued in future in order to extend
the timeframe of ESG rating. It will enable verifying
whether the observed relations hold long-term and
analyzing changes in their strength over time.

I Summary

The results of this analysis show that the space to
improve activities in the scope of incorporating and
reporting ESG issues by the Polish listed companies is
very vast. Issues of environment and human rights are
the remaining areas with a relatively low interest among
the issuers. It refers both to the main market and the
NewConnect companies. Subjects on the alternative
market, disclosing any information in these areas,
constitute only 10 percent of the whole. In 2013 no
significant progress was observed in this area. It seems
that the NewConnect companies should not delay the
decision on starting a wider dialogue with stakeholders,
particularly when their goal is to be listed on the main
market, where the level of incorporating ESG issues is
higher.

This paper may serve as a justification for taking up
activities directed at increasing awareness of a need for
including and reporting ESG issues. The results of the
two editions of GES Risk Rating suggest that shares
of companies respecting international regulations and
guidelines in the areas of environment and human rights,
can be characterized by higher return rates. At the same
time, a relatively lower variation in share price of socially
responsible companies was observed. The conclusion
reached may not only constitute significant premises
for a stronger focus on the discussed matters by the
issuers. They may also be valuable at the moment of
making decisions concerning the choice of criteria for
pbuilding portfolios by investors.

PART 3
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Business Consulting

Organizers

Polish Association of Listed Companies is an expert organization
which has existed since 1993. The primary objective of SEG is providing
support to companies in terms of information (communication of
information on legislative changes), education (organization of seminars
and conferences) and legal aspects (legal opinions, developing
recommendations and interpretation of new provisions). SEG engages
in work supporting development of Polish capital market and represents
interests of companies listed on the Warsaw Stock Exchange. At present
the Association gathers over 270 companies listed on the Warsaw Stock
Exchange and the alternative New Connect market, representing nearly
80 percent of capitalization of domestically listed companies

GES is Europe’s leading provider of engagement services focusing on
supporting asset owners and asset managers develop and implement
integrated investment strategies with environmental, social and governance
(ESG) considerations. Our due diligence of companies’ non-financial
business conduct aim at identifying financially material improvement
objectives that can deliver increased shareholder value with the highest
degree of stakeholder relevance and external credibility. We act as an
owner advocate and add proven value to €750 billion of investments
worldwide by assessing and engaging with clients’ portfolio companies.
GES is a privately held, bank and investor independent, company founded
in 1992 with over 50 employees globally, of which 40 are dedicated entirely
towards corporate engagement. We have offices in Sweden, Denmark,
Poland and Switzerland with engagement professionals based in Europe,
Asia, North and South America, as well a strategic business partnership
with oekom research in Germany and France.

Crido Business Consulting is a team of proven professionals with
extensive experience in the field of economics, management, finance,
strategic planning, privatization, as confirmed by implementation of
multiple projects. We have been operating in the consulting market
since 2005 (before March 2013 under the Accreo Taxand name). The
CSR Crido Business Consulting team supports companies in developing
comprehensive CSR strategies that facilitate reaching business objectives.
We are specialized in building ethical culture of organizations and
increasing employee involvement by improving the efficiency of internal
communication. We reinforce the value of companies on the market
thanks to reporting non-financial data in accordance with international
GRI standards and integrated reporting. Building relationships with
key stakeholders through the process of dialogue, social engagement,
corporate volunteering and analysis of non-financial risks in the supply
chain is also among our services.
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Honorary patronage:

Ministry of Treasury is a body of public administration. It deals
with matters concerning management of State Treasury's assets
- privatization of Treasury co-owned companies and supervision over them.
The position of the Minister of Treasury is held by Wtodzimierz Karpinski.

Public Shareholding Invest consciously is an educational enterprise
initiated by the Ministry of Treasury, targeting individual investors. People taking
their first steps in the stock market and investors with wider experience can
take part in meetings with experts and in practical training, during which they
will find out what opportunities are created by the capital market. Educational
materials, multimedia, newspaper articles, tests and simulations are available
at www.AkcjonariatObywatelski.pl - a web portal promoting stock market
investing knowledge. The activities are carried out in cooperation with capital
market institutions, brokerages and listed companies.

Polish Financial Supervision Authority (KNF) is a body of central state
administration overseeing financial market in Poland. KNF oversees the
banking sector, capital, insurance and pension markets, and also super-
vises payment institutions and payment service bureaus, electronic cur-
rency institutions and credit unions sector. The purpose of overseeing the
financial market is to ensure: proper operation of the market, its stability,
security and transparency, confidence in the financial market; and ensuring
participants in the market are protected. Supervision of the Commission's
operations is held by the Prime Minister

Individual Investors Association (Sll), the largest organization of
stock-market investors in Poland, has been operating since 1999 and
is a member of the European investor organizations: Euroshareholders,
EuroFinuse and World Federation of Investors Corporation (WFIC). The
activities of the Sll are focused on comprehensive support of investors and
are based on three main pillars:

» Education and analysis: conferences and training (including the country's
largest: WallStreet and Professional Investor), publishing (e.g. quarterly
"Shareholder" magazine, NewConnect Bulletin), stock market analysis
(e.g. Sl Wallet, Attractive Companies, IPO Reports, Investor Mood
Index, Interesting Companies);

» Legal protection: legal assistance, protection and representation of
investors and influencing the legislative process;

» Discounts: products and services useful to investors, offered by the
partners of the Association.

The Association currently gathers more than 8,000 members.

Full information on Sl is to be found at www.sii.org.pl webpage.

Sl - We Support Investors!
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Media patronage

Polish Press Agency (PAP) is the largest information agency in
Poland. It has been active since 1945 and previously operated as
the Polish Telegraph Agency since 1918. PAP collects, prepares and
forwards information from the country and the world to immediate
recipients. It employs 250 journalists and 50 photographers. It prepares
news releases for press, radio and television, web portals and mobile
operators, also photo packages, information for brokerage offices,
banks, investors and entrepreneurs, information for administration,
local government authorities, unions, associations and embassies.
PAP bulletins are formed based on own information and reports of the
world's largest news agencies. Daily production amounts for more than
1000 news items and over 1000 photographs. Agency's activities, as
on-line services dedicated to capital and financial markets, prepared
at PAP Business branch by the Economic Board, are important and
develop dynamically.

BIZON With this program we answer to a new trend in the global economy,
the first ambassadors of which are discernible in Polish companies.
Whoever talks to a CSR department employee, perhaps even sees the
gleam in the eye of the interlocutor at the sound of the "stakeholder"
word, since it means pride of moving from the end of the corridor to the
vicinity of chairman's office. And persons responsible for CSR also sit on
the management boards of some companies.

Corporate Social Responsibility sounds better in Polish as Biznes
Odpowiedzialny (Responsible Business), and we at PIN add "and
modern". Because managers were equally responsible a century ago in
the West and here two decades back. And here we intorduce BISON. A
program not only on developments within imported theories or economic
trends, but on how these trends change the world in particular.

BISON - Responsible and Modern Business. Radio PIN, Wednesday, 15.10
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Financial data
was supplied by:

The company holds over 20 years of experience on the market
of economic information. Since January 2010, its shares are listed
on the NewConnect market.

Together with Turkish partner - Rasyonet Ltd. the company has
developed advanced financial analysis software - Notoria StockGround,
which allows for a quick and thorough financial analysis.

Notoria StockGround Program contains:

An integrated system of technical and fundamental analysis
Financial data directly in a spreadsheet

An ability to create and automatically update own analytical models
Consolidated financial statements IAS/IFRS

A wide range of tools and indicators

Company data from the countries of Central and Eastern Europe

v v v v v v

For more information, please visit www.notoria.pl

Investors contact:
Artur Sierant — President of the Management Board
a.sierant@notoria.pl

Client contact:

Katarzyna Marczak — Product Manager
k.marczak@notoria.pl
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Article authors:

Has been in close relations with the community of capital and insurance
market researchers and practitioners for many years. She has been dealing
with issues related to implementation of social responsibility criteria in the
process of investment portfolio management by financial institutions, in
particular pension funds and insurance companies. An expert of Market
Economy Research Institute and the Chamber of Commerce for Insurance
and Risk Management. Between 2004 and 2005, the main specialist in
European integration Department of Polish Financial Supervision Authority.
Author of several dozen publications in the scope of investment policy
of insurance institutions and performance and investing risk assessment
on the capital market, among which the most important are highlighted
with awarded books: Investment policy of insurance institutions (2009),
Insurance companies on the capital market in Poland (2003).

Has been involved in corporate social responsibility for 5 years. Specialized
in the responsible investment market. Gained his experience as an editor
of Odpowiedzialne-Inwestowanie.pl (Responsible Investment) portal.
Coordinated the Polish part of Eurosif European SRI Study 2012. He is
a member of the Workgroup on Responsible Investment at the Ministry
of Economy. In Crido Business Consulting he also coordinated a study
commissioned by the Ministry of Economy, being a guide for companies
in the scope of integrated reporting. CSR Case Study 2011 award winner.
Graduated in Finance and Accounting from the Poznan University of
Economics.

Graduated in Finance and Banking from the University of £6dz and BA
(Hons) European Business program at the University of Huddersfield,
lecturer in management and financial accounting, reporting; his research
interests and publications focus revolves around the wider area of
reporting and transparency, mainly of listed companies; a member of the
board of "The Best Annual Report" organized by IRIP; a member of the
workgroup for responsible investment within the government team for
corporate social responsibility.
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The author of a series of research and presentations dedicated
to investing in socially responsible companies. In his works he tries
to combine achievements of fundamental and portfolio analysis
using fundamental filters and SRI criteria in the process of selection
of companies for portfolio. From January 2010, a member of workgroup
for Responsible Investment at the Ministry of Economy. He has
cooperated with the Institute for Financial Research and Analysis in
the field of scientific research in regard to widely understood finance.
A graduate of the Faculty of Economics and Management at the University
of Szczecin. Piotr currently works on a PhD thesis on the influence
of CSR on the cost of capital acquired by companies.

On the Crido Business Consulting CSR team, deals with labor and
regulatory aspects of corporate social responsibility. She graduated from
Administration at the University of £6dz and LL.(M). studies in globalization
and corporate law at the Maastricht University, Holland. Her master's thesis
is focused on the issue of corporate social responsibility and sustainable
development of enterprises in the sector of colored gemstones, with
particular reference to the legislation in the United States.

Maja is a coordinator of ,ESG analysis of companies in Poland” project,
where she is responsible for delivering ready non-financial data analysis
of enterprises, as well as communication with companies listed on the
Warsaw Stock Exchange, both on the main market and NewConnect. Maja
is also responsible for various engagement initiatives and activities under
the Polish Transparency project, which are based on identified company
risks within a particular sector or industry. Maja holds a Master’s degree in
Roman Philology from the University of Wroclaw and, besides her work for
GES, she actively works as a sworn French translator.
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She is responsible for monitoring and analyzing news relating to violations
of human rights, labor laws, environmental pollution and corruption.
Paulina also works for the GES Global Ethical Standard, where she is
responsible for maintaining dialogue with companies from investor
portfolios which can be linked to the violation of international standards
and regulations in the area of ESG and responsible business. She
coordinated and led engagement meetings with Russian companies
within the "Emerging Markets Engagement” project. Paulina has a
Master's degree in International Relations, specialty in Eastern Studies,
obtained at the Adam Mickiewicz University in Poznan.

Robert is responsible for development of corporate social responsibility
consulting. As a member of the government team for Corporate Social
Responsibility, consulting and advisory body to the Prime Minister,
presides over the work of the workgroup for Responsible Investment.
He is an expert on CSR of Employers of Poland (Pracodawcy RP)
organization. Between 2009 and 2010 he was a manager for corporate
social responsibility in Zywiec Group PLC where he was responsible,
inter alia, for introduction of the company to the RESPECT Index. His
professional career started at the European Parliament in Brussels through
cooperation with e.g. the Chairman of the Committee on Petitions. He is
the editor of Responsible Capital Investment and Guidance for investors
in the field of responsible investment publishings. Robert runs numerous
trainings and workshops on business ethics and CSR, e.g. for managers,
members of foreign chambers of commerce in Poland, trade unions and
non-government organizations.

He is also the President of the Board of Zaktady Tytoniowe in Lublin PLC.
Previously served as the President of the Board of Karen PLC company
listed on Warsaw Stock Exchange. Between 2009 and 2010 employed
at Confederation of Polish Employers. Earlier worked for UniCredit CAIB
Poland for three years. In 2005-2006, he served as a member of the
Management Board of PKN Orlen, responsible for supervision over the
subsidiary companies of the holding. Between 2004 and 2005 worked
as Under-Secretary of State at the Ministry of Treasury responsible for
privatization processes, in particular within the scope of public tenders.
In the years 2000-2004 he was a member of the Committee of the Stock
Indices at the Warsaw Stock Exchange. From 1995 to 2004 worked
as Director of Public Companies and Finance Department at the Polish
Securities and Exchange Commission in Warsaw. He was responsible
for the process of admission of securities to the official listing and
oversaw the companies listed on Warsaw Stock Exchange. Dariusz is
a graduate of Warsaw School of Economics and the National School of
Public Administration in Warsaw and a lecturer at multiple conferences on
capital market, supervision and public securities.
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