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The Directive is a positive step
which benefits active UN Global
Compact participants from
around the world who are already
disclosing relevant non-financial
information annually. They are
ahead of the legislative curve.

- Georg Kell, Executive Director
UN GLOBAL COMPACT
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Directive enters into force and national laws must
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New legislation has been adopted by the European Union
(EU) on disclosure of non-financial and diversity informa-
tion by large companies and groups to improve organiza-
tions' disclosure of social and environmental information
and raise transparency to a similarly high level across all
sectors and EU member states.

—How does the Directive relate to the Communi-
cation on Progress (COP)?

The Directive states that to comply, companies may use
the UN Global Compact and other international, European
or national guidelines as applicable. COP disclosure
requirements are necessary but not always suffi-
cient. Though they help Global Compact participants
comply with their national versions of the Directive, full
compliance may require additional disclosure items.

—To whom does the Directive apply?

According to EU estimates, it applies to some 6,000 large
public-interest entities (including but not limited to
companies) with more than 500 employees. It does not
apply to small companies, nor to subsidiaries included in
the consolidated reporting of the headquarters.

—What themes does the Directive encompass?

The Directive compels companies to disclose environmen-
tal matters, social and employee-related matters, respect
for human rights, anti-corruption and bribery matters.
These encompass all of the UN Global Compact’s
issue areas - human rights, labour, environment and
anti-corruption.

The Directive compels companies to disclose the following
in the management report: business model, policies

agement of principle risks, performance indicators.
Similarly, GC Advanced COPs must include commitments,
strategies and policies; management systems; and moni-
toring and evaluation mechanisms.

—What is the potential impact of non-financial
reporting?

= Improve company performance and increase trust

= Manage change towards a sustainable global economy
by combining long-term profitability with social justice,
environmental protection and ethical business

= Help the measuring, monitoring and managing of
companies' performance and their impact on society

= Meet the needs of investors and other stakeholders and
provide consumers with easy access to information on
businesses' impact on society

—What are Global Compact Local Networks doing
collectively and individually?

European Local Networks have worked together and
created action plans related to the Directive as appropriate
to their context and priorities. These include:

= Guiding companies on the ways in which their COP sets
them on the way to complying with the Directive and
national law;

= Influencing public policy developments in European
countries in response to the Directive;

= Contributing to the process of turning the directive into
national law; and

= Supporting companies to comply with the new legisla-
tion using tools and resources offered by the Global
Compact.
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—What has happened? and policy outcomes, due diligence processes, man- —What trends have been observed?

Sustainability reporting is becoming a mandatory
requirement in a number of countries and sectors. For
example, 19 of the G20 member states have at least one
mandatory social and/or environmental reporting initiative,
while 9 of 32 national securities commissions on the
board of the International Organization of Securities Com-
missions (I0SCO) have implemented at least one manda-
tory regulation on social and environmental matters .*

These are complemented by voluntary initiatives. For
instance, the 4th generation Sustainability Reporting
Guidelines by the Global Reporting Initiative and the
International Integrated Reporting Framework
debuted in 2013. At the national level, the Sustainability
Accounting Standards Board (SASB) in the US focuses
on materiality of non-financial issues to investors and
specific performance metrics within each industry for
integrated disclosure in regulatory filings.

*Source: UN Sustainable Stock Exchanges 2014 Report on
Progress, p 18 & 22

FURTHER READING IN THE DIRECTIVE

m Read the Directive and FAQs

= Consult sections 6 & 8 of the preamble regarding
scope of reporting on the value chain, plus refer-
ences to external assurance and the “report or
explain” principle throughout the text.



https://www.unglobalcompact.org/NetworksAroundTheWorld/find_a_network.html
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P7-TA-2014-0368+0+DOC+XML+V0//EN&language=EN#BKMD-69
http://europa.eu/rapid/press-release_MEMO-14-301_en.htm

