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ABSTRACT

This empirical thesis provides an in-depth description of
the evolution and the current state of environmental
disclosure in Canada. A multi-dimensional classification
framework was specifically designed for this thesis to
perform content analysis of environmental disclosure. The
framework was developed with 25 sub-categories to capture:
subject matter being discussed; type of information used;
location of information in the annual report; and tense of
informaticn. This classification framework will be useful
in future to analyze other aspects of environmental disclo-

sure.

A random sample of 183 annual reports from 40 companies
listed on the TSE; one environmental report; 79 pieces of
additipnal external disclosure; and 17 ‘interviews with
disclosure preparers in eight companies were utilized to
address five basic questions:

(1) What is the quaatity and nature of the environmental
disclosure currently being provided in annual reports
and other media?

(2) Has there has been a change in the guantity and nature
of environment=l disclosure over time?

(3) What are the characteristics of firms providing

environmental disclosure?
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CHAPTER ONE

OVERVIEW

S8ection 1.1 INTRODUCTION

A recent study of 95 of the annual reports of Canada's
largest corporations was conducted by KPMG Environmental
Services Inc. (Harris, 1992). It was found that 58% of the
annual reports reviewed contained comments on environmental
matters. However, only 23% of the annual reports studied
provided quantitative information concerning financial costs

and capital expenditures on the environment.

Another study of annual reports from TSE (Toronto Stock
Exchange) 300 companies (Blunn, 1992) indicates that more
companies are addressing environmental issues in their
annual reports. In 1991, 47% of the annual reports studied
provided some type of discussion of environmental issues.

This compares to 29% in 1989.

However, this study found that most of the environmental
sections in annual reports were limited to "pleasing
photographs and examples of corporate actions and successes
(p- 831)." 1In 1991, 21% of the annual reports explained

financial impact (of environmental issues) and 19% of the



p
annual reports quantified financial impact (of environmental
issues). This compares to 10% and 5% respectively for 1989.
These findings are consistent with the United Nations

Economic and Social Council report (1992).

Hence, while environmental issues are becoming a more common
part of corporate communication, the amount of financial
information pertaining to such issues appears to be limited

(albeit growing).

But, what financial information should be provided?
Accounting is generally seen to be a social science which
provides information (ex ante) to markets (defined in a
broad sense) and monitors (ex post) accountability
relationships. It has been defined in A _Statement of Basic
Accounting Theory (AAA, 1966, p. 1) as:

the process of identifying, measuring, and communicati-
ng economic information to permit informed judgments
and decisions by users of the information.

However, such general descriptions and definitions do not
advise specifically what the role of accounting should be
with regard to environmental issues. Thus far, only one
aspe.t of environmental issues has been addressed by the
CICA Handbook. This is the need to recognize the costs of

site restoration on an ongoing basis. Under Canadian



3

generally accepted accounting principles, for fiscal periods
commencing on or after December 1, 1990:
When reasonably determinable, provisions should be made
for future removal and site restoration costs, net of
expected recoveries, in a rational systematic manner by

charges to income (Canadian Institute of Chartered
Accountants, 1990, 3060.39, p.1141(5)).

The general descriptions and definitions of accounting also
fail to circumscribe the realm of accounting. 1Is accounting
limited to what is presented in the Financial Statements?
Or, does the Management Discussion and Analysis section of
the annual report contain accounting information? Perhaps,
accounting has a role to play in the entire annual report?
And, what about earnings announcements which are found
outside the annual report and are commonly considered

accounting information?

A recent CICA research study, Information to be Included in
the Annual Report to Shareholders (1991) indicates that

accounting has some role to play in the entire annual
report. The committee that produced this study had this to
say about environmental disclosure and the annual report:

The environment is everyone's business. "Environmental
responsibility” information is essential in the annual
report because it enables diverse user groups to better
understand the nature of operations of companies in
various industries, the potential impact on cash flows,
and the ability to effectively manage environmental
risk (p. 97).




Thus, there exist multi-facetted problems concerning

environmental reporting:

(1) What environmental issues should accounting address?

(2) What information regarding these issucrs should be the
concern or in the domain of accountin ?

(3) Where in the annual report should this information be
provided?

(4) Should this environmental information be provided in an
ex ante (prospective) or ex post (retrospective)

manner?

Thus far, studies of environmenta! disclosure such as Blunn
(1992) and Harris (1992) are not representative of Canadian
corporations in general and may lack the depth necessary to

adequately d:scribe the nature of environmental d.sclosure.

Therefore, this thesis addresses these multi-facettead
problems and limited understanding of the current state of

environmental disclosure in Canada.

The first purpose of this thesis is to describe the current
practice of environmental performance reporting in Canada.
Before normative responses to these multi-facetted problems
can be formulated, it is necessary to describe the evolution
and the current state of environmental performance

reporting.




Such a description is developed in this thesis to address
all four components of the problem: subject macter, type of
information, location of information and time orientation of
information. These four components describe different
aspects of environmental disclosure and shall be referred to
in total as the nature of environmental disclosure. This
description also captures the quantity of environmental

disclosure currently being provided.

The second purpose of this thesis is to determine what
changes have happened in the quantity and nature of

environmental disclosure over time.

The third purpose of this thesis is to determine the charac-

teristics of firms disclosing this information.

The fourth purpose of this thesis is to explore the
proportion of accounting information within the environmen-
tal disclosure and the extent of an accounting function

involvement in developing this information.

The fifth purpose of this thesis is to explore the marage-

ment process behind the production of environmental

disclosure.




Section 1.2 THE RESEARCH QUESTICNS

Thus, Canadian corporate environmental disclosure is
exanined with five basic questions in mind:
(1) Wwhat is the quantity and nature of the environmen-
tal disclosure currently being provided in annual
reports and other media?

(2) Has there has been a change in the quantity and
nature of environmental disclosure over time?

(3) What are the characteristics of firms providing
environmental disclosure?

(4) Wwhat is the extent of accounting information found
in the environmental disclosure and what is the
role of accountants in producing the environmental
disclosure?

(5) Wwhat is the management process behind the produc-
tion of environmental disclosure?

(1) _what i ) Cit i : x . ta
disclosure currently being provided in annual reports and

Nature of Environmental Disclosure

Nature of environmental disclosure is determined by four
distinct characteristics:
(a) Subject matter
(What environmental issues should accounting ad-

dress?):;



(b) Type of information
(What information regarding these issues should be
the concern or in the domain of accounting?);

(c) Location of information
(Where in the annual report should this informa-
tion be provided?); and

(d) Tense of information
(Should this environmental information be provided
in an ex ante (prospective) or ex post (retrospec-

tive) manner?).

(a) Subject matter

Corporate disclosure is used by a variety of users for a
variety of purposes. However, there are likely some common
issues which users want addressed: (1) economic impact of
corporate environmental activities; (2) compliance with
environmental legislation; and (3) pollution abatement
activities. Users also want information on the risks that

the firm faces because of its environmental impact.

This thesis documents the various topics discussed in

environmental disclosure.



(b) Iype of information

A general scrutiny of some recent annual reports indicates
that there is a broad range of information provided on
environmental issues. Some of the information quantifies,
in dollars, environmental issues, such as capital expen-
ditures. Some of the informa:ion explains financial impact
using terms such as costs, savings, investment in equipment.
Some of the information details corporate risk management

programs and discusses the results of environmental audits

and corporate compliance with environmental laws. These
types of information would be saeen by many to be information
within the purview of accounting (e.g., Boritz, 1990). For
the purposes of this thesis, this information is deemed to

be accounting information.

Some of the information provided merely affirms that
corporate management thinks that the environment is an
important issue. Some of the information provided discusses
government regqulations without an indication of whether or
not the corporation is in compliance with regulations. This

type of information is clearly not accounting information.

In essence, there is a continuum of information that ranges
from dollars spent on environmental issues (accounting

information) to general platitudes about the environment




(non-accounting information). Chapter Three will document

the various levels of information in more detail.

(c) Location of information

Much of the accounting research done in the area of
environmental disclosure has been limited to disclosure in
the annual report (e.g., Bowman and Haire, 1975; Ingram and
Frazier, 1980; and Wiseman, 1982). However, in recent years
corporations have begun to issue environmental reports
separate from annual reports (e.g., Falconbridge, Noranda

Minerals, Noranda Forest, Ontario Hydro, Shell Canada).

By 1993, environmental disclosure had become common enough
that The Financial Pogt Annual Report Awards included awards
for environmental reporting. The industry categories
included mining, o0il and gas, paper and forest products and
industrial products - primary manufacturers. Many of the
companies that entered the competition provided environmen-
tal reports to be judged in addition to the environmental

disclosure in their annual reports.

Corporations also disclose information through such diverse
vehicles as filings with securities commissions, press
releases, trade magazine articles and public relations

brochures. Therefore, accounting and non-accounting
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information about environmental issues may be disclosed in

these other sources as well.

Within the annual report, there is also a question of where
is the information located. Essentially there are four
possible areas:

(i) Audited Financial Statements;

(ii) Management Discussion and Analysis;

(iii) Letter to Shareholders; and

(iv) Corporate Overview (balance of the annual report).

The credibility aspect of information presented in the
annual report declines (aside from whatever faith the user
wishes to place in management's integrity in reporting) as
the user moves down the list from Financial Statements to
Corporate Overview. The Financial Statements are attested
to by an independent, external auditor ensuring maximum
credibility. The Management Discussion and Analysis
section, while mandated by the Ontario Securities Commission
(OSC) is only reviewed by the 0SC on a sample basis. Thus
credibility is reduced. The Letter to Shareholders
maintains some credibility because the president and/or CEO
affix their signatures to the letter. The only credibility
that the Corporate Overview section has is that it is
revieved by the external auditor in conjunction with ths

Financial Statements.
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(d) Tense of information

Information can be presented in past, present or future
tense. Information in past or present tense is retrospec-
tive and focuses on stewardship reporting. Information in
future tense is prospective and focuses on reporting
management's strategy and plans. Retrospective and
prospective reporting serve different purposes and will be

valued differently by different users.

- apturing the Na ¢ Envi tal Disc]

Therefore, tl.i.s thesis classifies the various types of
information being presented in corporate disclosure of en-
vironmental issues and identifies which types may be con-

sidered accounting information.

In order to obtain a more complete understanding of what
information is being communicated, this thesis examines, on
a sample basis, a broad range of disclosure vehicles which
includes: annual reports, environmental reports, filings
required by ‘he Ontario Securities Commission and items
found in the puwwolic press. Also, this thesis documents

where in the annual report the environmental disclosure is

being presented.
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Additionally, this thesis classifies the information
according to its tense and retrospective or prospective

focus.

{2) Has there has been a change in the guantity and nature
of environmental disclosure over time?

Blunn (1992) would seem to indicate that environmenta:
disclosure is a rapidly growing phenomenon. This thesis
seeks to determine if this is indeed the case. This thes:is
also seeks to determine if environmental disclosure is a
recent phenomenon or if it has been in use for several

decades.

{3) _What are the characteristics of firms providing environ-
mental disclosure?

Several researchers have explored the relationship between
disclosure in annual reports and firm characteristics such
as size, profitability, market rate of return, listing
status, risk and industry (e.g., Buzby, 1975; Cowen, Ferreri
and Parker, 1987; Singhvi and Desai, 1971; and Trotman and
Bradley, 1981). However, there does not appear to have

been any study of such relationships in a Canadian context.
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This thesis seeks to explore the relationships between
corporate environmental disclosure in annual reports and
firm characteristics with a view to confirming prior

research and extending it to the Canadian context.

{4) What is the extent of accounting information fourd in
¢ . cal discl ) what is tI ] :
accountants in producing the environmental disclosvre?

Blunn (1992), Harris (1992) and the United Nations Economic
and Social Council (1992) all found that the environmental
disclosure that is currently being provided lacks infor-

mation about the financial impact of the company's environ-

mental performance.

This thesis seeks to determine what portion of the environ-
mental disclosure is accounting information. Also, this

thesis seeks to determine what role the accounting function

currently plays in producing this information.

Aside from Gibbins, Richardson and Waterhouse (1990, 1992a,
1992b); Richardson, Gibbins and Waterhouse (1989); Water-
house, Gibbins and Richardson (1993) and Lev (1992), little
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research has been performed to examine the management
process behind the generation of corporate disclosure. The
decision to present corporate disclosure is not taken
lightly. T"“ere are many costs that the firm incurs
(Diamond, 1985; Dye, 1990; Leftwich, Watts and Zimmerman,
1981; Pastena and Ronen, 1979; and Verrecchia, 1983) in
doing s80: costs associated with the release of proprietary
information; costs associated with the reaction to the
disclosure of "bad news"; costs associated with collecting
and organizing the disclosure information; and the costs

associated with disseminating the information.

The disclosure process involves a diverse range of personnel
both internal and external to the firm. The accounting

function is not responsible for the full extent of corporate
disclosure. Therefore, it would be valuable to examine the

accountant's role.

This thesis seeks to provide evidence concerning curr :nt
management disclosure practices regarding corporate
environmental performance. The thesis also seeks to
determine tre accountant's role in providing this disclo-

sure.
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Section 1.3 THE STUDY

The study proceeds in four stages:
Stage I - Study of annual reports;
Stage II - Study of environmental reports;
Stage III - Study of additional disclosure; and

Stage 1V - Interviews of disclosure preparers.

Stage I

During Stage I, a random sample of 40 TSE companies was
drawn, 10 each from four industries. In order to investi-
gate the growth of environmental disclosure, the annual
reports for these companies were examined for the following
years: 1969, 1979, 1989, 1990 and 1991. (At the initiation
of this study, 1991 was the most reccnt year end available

for annual reports.)

This sample was analyzed by means of content analysis.
Content analysis is a research tool which places narrative
text into categories in order to derive conclusions about
thematic content. Through the use of content analysis, I
addressed the first and second research question. I
developed an understanding of the environmental issues that

were being disclosed and the nature of information used to
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discuss these issues. I also determined if the quantity and

nature of environmental disclosure has changed over time.

Research question three also was addressed during this
stage. Measures of firm characteristics were taken from the
literature and compared.with the results of the content
analysis. This process provided evidence whether or not
there is a relationship between certain firm characteristics

and environmental disclosure in annual reports.

This stage also addressed research question four and
determined what portion of the environmental disclosure can

be defined as accounting information.

Stage I

During Stage II, environmental reports were obtained, where
they existed, for the 40 companies for the five years under
study. After a 100% census of the 40 companies in the
sample, I found that only one environmental report was
produced by the companies in the sample for the years under
study. Content analysis was performed on this report to
extend the evidence gathered to answer the first and second

research questions.
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puring this stage, a comparison was made lLetween information
presented in the annual report and information presented in

the environmental report.

Stage IIl

The thesis then proceeded to Stage III. In this stage, a
sub-sample of eight companies, two from each industry, were
selected from the main sample of 40. For this sub-sample,
all other public disclosure with environmental content was
obtained for the year 1991. Except for two companies, this
additional disclosure consisted of filings required by the
Ontario Securities Commission. This disclosure was analyzed
by way of content analysis and compared to annual reports
and environmental reports produced by the firms in question
for 1991. This stage addresses research questions one and

two.

Stage IV

During Stage 1V, interviews were conducted with managers
responsible for producing environmental disclosure. This
addressed research questions four and five. The interviews
followed a pre-established questionnaire which included
sixteen open-ended questions. The focus of discussion was

all environmental disclosure produced by the firm during
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1991. Disclosure practices subsequent to this time frame

also were discussed.

Interview results were used to provide evidence to determine
the nature of the management of the environmental disclosure
process and the role of the accounting function within this

process.

Section 1.4  QUTLINE OF REMAINDER OF DOCUMENT

The remainder of this document is divided into seven

chapters.

The second chapter begins by discussing accountability and
presenting arguments to support the notion that accounting
is a changing discipline. Then the chapter provides a
review of the literature and discusses research done in the
area of environmental disclosure. Next, it identifies the
disclosure information currently being sought. The chapter
concludes with a four class framework which identifies eight
categories to classify environmental issues and ten
categories to classify the type of information being used to

discuss the environmental issue.

The third chapter discusses the methodological aspects of
the thesis. It describes the following: the sample under
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study, data gathering methods and content analysis methods,
(i.e., classification schemes). Finally, the chapter

defines the research gquestions.

The fourth chapter presents the results and interpretation

of Stage I of the study, the content analysis of 183 annual

reports.

The fifth chapter presents the results of Stage II of the
study. Only one company issued an environmental report for
only one of the years under study. Therefore, there are

limited conclusions that can be drawn from this stage of the

research.

The sixth chapter presents the results and interpretation of
Stage III of the study, the content analysis of additional
public disclosure for the year 1991 for a sub-sample of

eight companies.

The seventh chapter presents the results and interpretation
of Stage IV of the study, interviews with disclosure

preparers.

The eighth and final chapter presents conclusions from the

thesis.




CHAPTER TVO

LITERATURE SURVEY

Section 2.1 INTRODUCTION

This chapter reviews the accounting literature associated
with environmental disclosure, and disclosure in general.
Section 2.2 discusses concepts of the social contract and
accountability which form the "first principles" by which
environmental disclosure is important. Section 2.3 points
out the need for a new and changing role for accounting in
the realm of environmental disclosure. Section 2.4
describes the research performed in the area of environmen-
tal disclosure. Section 2.5 examines the broader context of
narrative disclosure, voluntary disclosure and disclosure
management. Section 2.6 briefly discusses the need for
research on environmental disclosure. Section 2.7 provides
a description of environmental disclosure currently being
sought and recommended by various bodies. Section 2.8

provides a summary and conclusion to the chapter.

Section 2.2 THE SOCIAL CONTRACT AND ACCOUNTABILITY

The corporate form of ownership allows for the amassing of

capital to provide society with goods and services that

20
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would not otherwise be provided. However, because the
corporation is part of a larger social system it must be
responsive to society's expectations if it is going to

continue to survive.

This view is based on legitimacy theory and the notion of
social contract (Dowling and Pfeffer, 1975; Lindblom, 1993;

feffer and Salancik, 1978; Richardson, 1987; and Sethi,
1979) in which the corporation must perform sufficient
socially desired activities in return for social approval
and continued existence. In order to obtain this approval,
the corporation must ensure that its activities are

legitimate or of worth to the larger social system.

Over time, activities that are merely socially desired
become required as social expcctations are entrenched in
law, government regulations and cultural norms. New social
expectations arise and new activities are seen as being
soclally desirable. "A specific action is more or less
socially responsible only within the framework of time,
environment, and the nature of the parties involved (Sethi,
1979, p. 64)." Thus, the corporation must cope with this
moving target concept (Churchill, 1974) and determine
wvhether it will focus its activities on meeting legislation

or acting in advance of legislation and meeting the newest

of social expectations.
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Because of the existence of the implicit social contract,
the corporation becomes accountable, to one degree or
another, to society. Until the past few decades cor-
porations were seen to be accountable only to investors.
However, there has been a broadening of accountability.
Corporations are now seen to be accountable to many

stakeholders.

Broad Range of Stakeholders

A CICA research study, Corporate Reporting: Its Future
Evolution (1980), provides a detailed listing of the users

to whom the corporation should report. There are 15
different categories of users who have a legitimate interest
in receiving financial information from the corporation.
These user groups are: shareholders (present and poten-
tial); creditors - long term (present and potential);
creditors - short term (present and potential); analysts and
advisors; employees (present, past and potential); non-
executive directors (present and potential); customers
(present, past and potential); suppliers (present and
potential); industry groups; labour unions; government
departments and ministers; public-political parties;

regulatory agencies; other companies; and standard setters

and academic researchers.
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The annual report has traditionally been the means to
satisfy accountability relationships with investors and
creditors. It is also the key document used to satisfy a
broad range of stakeholders. However, there are other com-
munication vehicles which the corporation uses to convey
messages to its stakeholders. Most notable is the recent
use of an "environmental report." For example, Ontario
Hydro, Noranda Minerals, Noranda Forest, Falconbridge, and
Shell Canada have produced such reports. The title of these
reports varies from company to company. (For example,
Environmental Review, Environmental Report or, in the case
of Shell Canada, "Progress Toward Sustainable Development

1991 Review.") For consistency, this thesis refers to such

documents as environmental reports.

Deloitte Touche Tohmatsu International (1993, pp. 37-40)
ranks the audiences of environmental reports as follows:
(1) Employees; (2) Local Communities; (3) Shareholders; (4)
Environmental Campaigners; (5) Regulators; (6) Media; (7)
Trade and Industry Customers; (8) Financial Community; (9)

Consumers; and (10) Classroon.

But answering the question "To whom is the corporation

responsible?” only asks half of the question. There is also

the question "For what is the corporation responsible?"”.
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Accounting has developed over many centuries to satisfy the
need for accountability which was created by the separation
of owners and managers. Accounting will have to continue to

develop to fulfil this broadening notion of accountability.

corporate responsibility

One key area where accountability is expanding, is in the
area of corporate environmental performance. Society is
placing increasing emphasis on the importance of the
environment and managing the environment in a more respon-
sible manner (Dunlap and Scarce, 1991). This is evidenced
by the United Nations Conference on Envircvament and Develop-
ment held in Rio de Janerio, June 3 to 14, 1992. National-
ly, there is the establishment of Canada‘s Green Plan by the
Federal Government in 1990 which “expresses the Government's
commitment to work with Canadians to manage our resources
prudently and to encourage sensitive environmental decision-

making (Government of Canada, Canada's Green Plan In Brief,
Statement by the Prime Minister, 1990, forward)."

Within the environmental arena, there is a continuum of
attitudes which must be considered when determining the
extent of corporate responsibility. At one end of the

continuum are those that adhere to the economic paradigm and
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at the other end are those that adhere to the ecological

paradigm.

Those that follow the economic paradigm suggest that the
only social responsibility the corporation has is to
maximize long-term shareholder return. The adherents of
this view, usually attrikuted to Milton Friedman (1962),
argue that efficient resource allocation in society can only
be achieved by pursuing enlightened self-interest through a
market economy. This would include, of course, complying

with all laws, environmental or otherwise.

Within this paradigm, there are those who are concerned that
the market is flawed and does not price goods to reflect the
full cost of environmental resources such as air, soil and
water. Their soluticn is to adjust the markets in order to
impound the costs and benefits of externalities into the
price of goods and services. For example, one way to do
this might be to sell pollution rights through a market-

based mechanism.

Those that follow the ecological paradigm reject a market
based approach to the way in which society manages the
environment. The proponents of this paradigm are referred to
as deep green. Buchholz (1991), for example, takes this

deep green approach by asserting that as long as we raintain
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our human-centred view of the world we will continue to use
the economic paradigm. However, the deep greens assert that
the economic paradigm is no longer sufficient to address the
environmental problems that we face today. Instead of an
anthropocentric view of the world, we need to take an
ecocuntric view. In short, there needs to be a change in
human consciousness akin to the change experienced when we

discovered that the sun did not revolve around the earth.

Although the economic paradigm still h2s more adherents than
the ecological paradigm, it is possible that we are
experiencing a societal paradigm shift. However, the shift
does not appear to be in favour of the deep green. Rather,
it appears as though there is a movement towards a marriage
of the two paradigms -~ the ecological and the economic.

This emerging view is known as sustainable development.

Sustainable Development

Sustainable development is broader and more complex than the
notions of environmental protection because it incorporates
environmental protection and economic development.
Sustainable development has been defined as follows:
Sustainable development is development that meets the
needs of the present without compromising the ability
of future generations to meet their own needs (World

Commission on Environment and Development, 1987, p.
43).
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Even if a corporation does not embrace the concepts of
sustainable development, it must as a minimum comply with
environmental laws. Greening social conscience and changing
social expectations have been translated into more stringent
environmental laws. For example, current environmental
legislation has provisions which include the imprisonment of
executive officers for the violation of environmental laws.
By September 1992, there had been five jaili terms imposed in
Canada - the longest being eight months (Canadian Press,
1992). Legislation and the cost of clean-up in Canada,
which has been estimated at $20 billion dollars (Lorinc,
1992), both ensure that business takes a haxd look at its

effect on the environment.

The environmental laws in the 1960°'s and 1970's were
intended mainly to licence pollution sources and authorize
remedial actions. However, the laws put in place since then
are much more stringent and extensive. The Mining As-
sociation of Canada has developed a partial list of
environmental legislation currently affecting the mining
industry. Thi~ list is 4 pages long and comprises over 100
acts and regulations. "In all jurisdictions, environmental
agencies are proposing a strengthening of environmental
regulations, monitoring requirements and compliance enfor-
cement. In addition, the permitting and approval process is

being made more open to public participation, incluvdAing the
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right of individuals to access the courts in the event of

environmental damage (Meade, 1993;."

While corporations certainly need to concern themselves with
the effect that these envirocnmental acts and regulations can
have on their operations, this seems to be but one of many

factors in motivating environmental performance reporting.

The Canadian Institute of Chartered Accountants (1993b, p.
3) indicates that "the major influences on organizations to
record, monitor, and report their environmental performance
can be categorized as follo: .,: social responsikility; public
confidence; capital markets; regulator regime; peer

pressure; competitive position; and litigation.*

While this thesis plans to address the issue of corporate
motivation to provide environmental disclosure, there is no

intent to propose causal relationships.

A pilot study performed by the author (1992) confirms the
presence of environmental performance reporting in Canadian
annual reports. The study examined environmental disclosure
over a five year period (1986 to 1990) using a sample of ten
companies consisting of five companies from the mining

sector and five companies from the pulp and paper sector.

It was found that all ten companies began producing




29
substantive environmental disclosure in their annual reports
in 1989. Therefore, companies are responding to increased
societal emphasis on the environment by increasing the

amount of disclosure devoted to environmental issues.

This increase in disclosure may result from a change in
actual corporate behaviour or it may result from a perceived
need to give lip service to a stance of corporate environ-
mental responsibility. This thesis does not attempt to
measure actual behaviour and compare it with behaviour as
disclosed in the annual report. Rather, this thesis
investigates the guantity and nature of environmental
disclosure and examines the management processes behind

providing such disclosure to the public.

Section 2.3 THE ROLE OF ACCOUNTING

As accountability relationships change, the nature of
accounting must change in order to serve those relation-

ships. Accounting must change if it is to continue to serve

a changing society.

The CICA Handbook provides the basis of Generally Accepted
Accounting Principles. However, the Handbook is not an

unchanging document. The following statement appears in the
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Introduction to Accounting Recommendations in the CICA
Handbook:
Accounting is not static. It has changed in the past

and will continue to adapt to changes in economic or
social conditions in the future (1992b, p. 10).

We have seen many accounting changes in recent decades. For
example, in response to a need for more information on cash
flows, we now have a statement of changes in financial
position based on cash as a required component of Financial
Statements. In response to a need for information on the
future prospects of a company, future oriented financial
information is now seen an essential part of a prospectus.
In response to inflation and its effect on historic
information, we developed approaches to current value
accounting, added them to the Handbook as needed and then

deleted them when inflation levels dropped.

Society is beginning to demand and expect financial
information on a corporation's environmental performance
just as society has demanded and come to expect cash flow
information, future oriented financial information and (in

its day) current value information.

Financial performance and environmental performance are not
two separate phenomena. Rather, they are inextricably

linked. Expenditures on pollution prevention or clean-up
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impacts financial performance. Process improvements
instituted to improve environmental performance can also
affect financial performance. Better waste management
affects financial performance. Failure to comply with
legislation can affect financial performance. Therefore,
aside from any socially desirable reasons for being seen to
be environmentally responsible, there is a need for the
corporation to disclose information on environmental

performance, at least as to how it affects financial

performance.

There is an abundance of capital markets literature which
can also be used to explain why environmental disclosure
should be provided. This literature (e.g., Beaver, 1989)
suggests that the efficient market hypothesis holds in the
semi-strong form. Information that a firm releases will
guickly be impounded into the market price of the firm's
stock. This in turn will affect the cost of raising
capital. Therefore, if there is a demand for such infor-

mation, it will affect the cost of capital.

For example, when a prospectus is issued investors will want
to know about risks and opportunities (Thornton, 1993). One
of the risks facing many corporations is the need to clean
up polluted sites. Someone must provide this information

for inclusion in the prospectus. (If information is viewed
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as necessary and is not provided in the prospectus then the
firm may possibly be viewed as riskier which will increase
the cost of capital.) Whether this information should be
provided by accountants alone, or accountants in conjunction
with other professionals such as environmental lawyers and

environmental engineers depends on specific circumstances.

Roles and Responsibilities as Defined by Professional
Accounting Assocjations

At least as early as 1973, a need was seen (Alexander, 1973)
for business to develop ways to account for social issues.
In fact, in 1973, the American Institute of Certified Public
Accountants (AICPA) indicated that information about social
issues (which includes the environment as a subset) had a
role in Financial Statements. (Note: that this information
is not just expected to be in the annual report but rather
actually located in the Financial Statements.) 1In Objec-
tives of Financial Statements (1973), the AICPA spells out
the need to report on the activities of the enterprise as
they affect society:

An objective of financial statements is to report on

those activities of the enterprise affecting society

which can be determined and described or measured and

which are important to the role of the enterprise in
its social environment.
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Another accounting body, the CICA (Report of CICA Long-Range
Strategic Planning Committee, 1986, p. 19, as quoted in
CICA, 1992a, p. 10) defines the role of the CA Profession
more broadly than recording and communicating dollar values

of transactions.

The mission of chartered accountants is to provide
services that enable decisions to be made on the
effective allocation and efficient use of resources.

Such services include:

* The design of systems to provide accounting,
financial and other economic information, both
quantitative and qualitative.

* The measurement, interpretation ard communica-
tion of such information.

* The independent attestation to its credibility.

The Financial Statement Concepts section (1991a) of the CICA

Handbook has the following to say about financial reporting:
Financial statements form part of the process of
financial reporting that includes also, for example,
information in annual reports outside the financial
statements and in prospectuses and in funding propo-
sals. While many finarcial statement concepts also

apply to such information, this Section deals specific-
ally only with financial statements (CICA, 1000.06).

Thus, the accountant'’s role is not limited to the production
of Financial Statements. The realm of financial disclosure
is broader than just the specific numbers compiled in
accordance with GAAP. Accounting extends to the com-
munication of information that allows users to make informed

judgments and decisions.
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In Canada auditors are required, under section 7500 of the
CICA Handbook, to read the other information presented in
the annual report and consider whether any of it is
inconsistent with the Financial Statements (CICA, 1986).
Therefore, since 1986, the auditor has been required to have
at least limited involvement with the entire annual report.
This indicates that information found elsewhere in the
annual report can relate to information found in the

Financial Statements.

The currxent definition of liabilities in the CICA Handbook
also provides room for consideration of social, specifically
ethical and moral, issues. Liabilities as defined by the
CICA Handbook, Section 1000 extend beyond legal liabilities
and include moral liabilities. Some see this as the entry-
way for corporations to accrue for environmental clean-ups
that are not yet required under law. The definition reads:
Liabilities do not have to be legally enforceable
provided that they otherwise meet the definition of
liabilities; they can be based on equitable or con-
structive obligations. An equitable obligation is a
duty based on ethical or moral considerations. A
constructive obligation is one that can be inferred

from the facts in a particular situation as opposed to
a contractually based obligation (1991a, 1000.34).

Although the professional accounting associations have
clearly indicated that accountants currently have a role to
play in providing social information, it is likely that, in

the future, society will demand even more information
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regarding corporate environmental performance. Accountants

will have to continue to adapt to society's needs.

One way that the accounting profession will have to adapt is
by becoming more involved with scientists and engineers.
(This type of inter-professional involvement already takes
place between accountants and actuaries in the areas of
pension and insurance accounting.) The Institute of
Chartered Accountants in England and Wales (1992) suggests
that there needs to be an integration of scientific and
financial information.

There is a need to develop meaningful ways of in-

tegrating scientific and technical environmental

information with financial information about items such

as expenditures, liabilities, asset values and future
profitability (p. 2).

Roles and Responsibilities as Defined by Academics

Bevis (1965) has the following to say about the role of
accounting and accountability and the changing ethical
standards of society (p. 8):

The highest ethical attainment is reached when a man
accepts this accountability as a challenge to measure
himself by his willingness to report fully on the
results of his own actions. Looked at in this way, a
practical observer of the corporate scene can agree
with the academicians that the accounting discipline
wor?s hand in hand with rising ethical standards of the
society.
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Further comments on the need for the accounting profession

to adapt to serve society's needs have been made by Spacek

(1969):

The view that a profession is a reader-serving process,
not a figure-producing process, is vital for all
accountants to understand. A profession begins with
the public and its needs. Given the public needs, the
profession develops backwards, first concerning itself
with the requirements of the public (p. 153-154).

Spacek concludes his comments by referring to whom the

profession serves:

We cannot adhere to the principles of accounting
acceptable to business without considering the needs of
and fairness to all other segments of our society. The
present concept of business acceptability cnly, is
tantamount to lack of independence. Adherence to the
wishes of one segment of the economy makes us of little
value to the public as a whole - the only body which we
can independently serve. If we are to serve any
segment to the exclusion of any other one, we are
subservient, not independent (p. 155-156).

Hawkins (1977) discusses the expansion of the traditional

role of accounting to include the measurement and disclosure

of a corporation's social contribution. He indicates that:
The work of the social cost and human resource accoun-
tants should be followed closely, since it may lead to

a significant expansion in the concept of what is con-
sidered to be the role of corporate reporting (p. 20).

Puxty (1986) examines the nature of accounting in relation

to social accounting. He says that:
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the nature of accounting is most clearly seen when
accounting changes, because the direction in which it
changes demonstrates dramatically the nature of what is
changing (p. 103).

Thus, the boundaries of accounting are being pushed and
challenged. The role of accounting is seen to be more than
financial disclosure limited to dollar values presented in
the Financial Statements. How much more has not yet been
well defined. There is also a clear need articulated for
accounting to adapt to meet society's changing needs.
Because accounting serves society, it must change as society

changes.

This thesis does not provide a definitive role for accoun-
ting in the realm of environmental disclosure. However,
this thesis dces examine the current role played by
accounting and the accounting profession in the area of

environmental disclosure.

Section 2.4 ENVIRONMENTAL DISCLOSURE LITERATURE

Environmental disclosure in annual reports has been studied
by many accounting academics since the early 1970's (for
example: Bowman and Haire, 1975; Freedman and Jaggi, 1982;
Guthrie and Parker, 1989; Ingram, 1978; Ingram and Frazier,
1980; Rockness, 1985; Wiseman, 1982; and Zeghal and Ahmed,

1990). Much of this work focuses on annual reports from the



38
late 1970's. And, with the exception of Zeghal and Ahmed

none of this research examines Canadian disclosure.

A good part of the earlier research in the 1970's dealt with
the broader notion of social responsibility disclosure.

Some of that literature is included here as it deals with
the environment as one of the social issues that a cor-

poration is held accountable for and must report on.

The discussion of the literature on environmental disclosure
is broken down into the following categories:
(a) descriptions of environmental disclosure;

(b) environmental disclosure compared to firm charac-
teristics;

(c) environmental disclosure compared to environmental
performance;

(d) environmental disclosure compared to economic
performance;

Discussion under each of these four categories concludes
with a brief summary of the conclusions from the literature
that are tested in this thesis. Most of the literature
reviewed here uses some form of content analysis as a
methodology. Therefore, the literature not only provides
conclusions for further testing but it also provides a
general methodology for undertaking the testing. Section
2.5 provides similar and additional conclusions drawn from

the voluntary disclosure literature that also are tested in



39
this thesis. At the end of the chapter, in Section 2.8,
Table 2 summarizes the various conclusions that are tested

and the associated research questions under study.

(a) I ipt] £ . tal disc]

The United Nations Economic and Social Council (1992)
surveyed the annual reports of 222 transnational cor-
porations from six industries in order to assess the extent
of environmental disclosure. "“The survey reconfirmed on a
large scale that while transnational corporations are aware
of environmental issues, their disclosures remain qualita-
tive, descriptive, partial and difficult to compare....it
was not possible to gauge the environmental performance of
the corporations, let alone the impact of their

environmental activities on their financial results (p.2)."

The six industries examined were: chemicals; forestry and
forestry products; metals; motors; petroleum and petrochemi-
cals; and pharmaceutical, soaps and cosmetics. The annual
reports were examined in eight areas:

(a) policies and programs;

(b) major environmental improvements;

(c) emission levels;

(d) impact of government legislation;

(e) legal proceedings;
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(f) financial impacts;
(g) information in the notes to the accounts; and

(h) other pertinent environmental information.

While environmental information, which tended to be descrip-
tive or gqualitative, was provided by 70 per cent of the
corporations there were significant industry differences.
The percentage of corporations providing such information
ranged from 94 per cent for the forestry industry to only 35

per cent for the motor industry.

Harte and Owen (1991) examined the annual reports of 30
British companies that were considered to be good at
disclosing environmental information. They looked for the
following characteristics: separate section on the environ-
ment; statement of corporate objectives; financial data on
environmental expenditure; non-financial statistical
information; and specific narrative detailing company

operations.

The authors found relatively little detail in the annual
reports. Most of the reporting was of a very general
nature, stating corporate philosophy. Harte and Owen
suggest that if annual reports are going to be a suitable
means for public accountability, there needs to be more

credibility. They suggest that one w:y to enhance credibil-
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ity would be to provide auditable information such as

compliance with standards.

Zeghal and Ahmed (1990) used content analysis to investigate
the nature of social responsibility disclosure in a variety
of media. They examined annual reports, advertisements and

brochures for Canadian companies in the banking and

petroleum industries for the years 1981 and 1982. They
found that disclosure made in advertisements and brochures
were meant to persuade a targeted audieince rather than
provide hard financially oriented information. Hence,

different vehicles were used for different types of disclo-

sure.

Guthrie and Parker (1989) use content analysis and his-
torical analysis to examine the relationship between
corporate social disclosure and social, economic and
political events. They studied a single Australian company,
Broken Hill Proprietary Company, Ltd., over a period of 100
years and sought to determine if disclosure was made in an

attempt to legitimate corporate actions.

They found that corporate social disclosure patterns varied
over the company's history. However, the authors felt that
there was sufficient levels of disclosure to conclude that

corporate social reporting is a long established practice.
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Guthrie and Parker found, though, that human resource and
comnunity involvement were the key categories of disclosure.
With regard to the environment, they found that environmen-
tal disclosure was made by the company post-1970 with a
small amount of disclosure around 1950. Guthrie and Parker
found that in more recent times that the environmental
disclosure appears to have been provided as a response to

public pressure.

These four studies provide the following conclusions which
are tested in this thesis:

- The environmental disclosure that is being provided
does not provide adequate financial information and is too
general (United Nations Economic and Social Council; Harte
and Owen).

- Environmental disclosure differs by industry with the
forestry industry being the highest discloser (United
Nations Economic and Social Council).

- Different vehicles are used for different types of
disclosure (Zeghal and Ahmed).

- The production of social disclosure is a long-
established process (Guthrie and Parker).

- Environmental disclosure appears to have been
produced as a response to public pressure (Guthrie and

Parker) .
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(b) Environmental disclosure compared to firm characteris-
tics

Trotman and Bradley (1981) examined the effects of size,
systematic risk, social constraints and managemziit decision
horizon on the disclosure of social responsibility infor-
mation. Size was measured by total assets and sales volume.

Systematic risk was measured by the firm's beta.

They found that companies that provide social responsibility
information were larger in size than those companies that
did not provide social responsibility information. Also,
they found that the systematic risk of companies that
provide social responsibility disclosure was higher than the
systematic risk of companies that did not provide social

responsibility disclosure.

Cowen, Ferreri and Parker (1987) examined the nature of
social responsibility disclosure in relation to the charac-
teristics of corporate size, profitability, industry type
and the presence of a social responsibility committee.
Company size was determined by Fortune rank. Corporate
profitability was measured in terms of return on equity and
the presence of a social responsibility committee was

determined by annual report disclosure.
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The authors classified corporate social responsibility
disclosure according to subject matter in seven different
categories: environment, energy, fair business practices,
human resources, community involvement, product safety and
other disclosure. This was done so that they could
determine what quantity of disclosure was presented in each
category rather than just obtaining a total for social

responsibility disclosure.

Cowen, Ferreri and Parker found that different categories of
disclosure (i.e., different subject matter) received
different treatment. Company size was the most significant
variable explaining differences in type of disclosure. Most
disclosure types were not significantly affected by industry

and profitability had no effect on disclosure types.

These two studies provide the following conclusions which
are tested in this thesis:

- Larger companies provide more social responsibility
disclosure (Trotman and Bradley).

- Subject matter differs based on the size of the
company (Cowen, Ferreri and Parker).

- Subject matter is not significantly affected by
industry (Cowen, Ferreri and Parker).

- Subject matter is not affected by profitability

(Cowen, Ferreri and Parker).
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(c) Environmental disclosure compared to environmental
performance

Ingram and Frazier (1980) undertook a study to examine the
correlation between environmental disclosure and the Council
on Economic Priorities (CEP) indices. Their assumption is
that if disclosures are going to be useful there should be a

correspondence between the disclosures and actual events.

They performed a detailed content analysis of 40 annual
reports and evaluated the annual reports on four dimensions:
(1) evidence (monetary, nonmonetary, qualitative, declara-
tive, none); (2) time (past, present, future); (3) specific-
ity (specific, general); and (4) theme (e.g., public
interest, litigation).

They found that the content analysis scores of the disclo-
sures did not relate strongly to the CEP indices of cor-

porate environmental activities.

Wiseman (1982) compared voluntary environmental disclosure
with environmental performance measures as provided by the
Council on Economic Priorities. She examined annual reports
for various years in the 1970‘'s for the largest companies in
the steel, 0il, and pulp and paper industries. 1In order to

analyze the annual reports, Wiseman developed an index which
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included 18 items. The items were classified into four
categories: (1) items related directly to economic factors;
(2) items relating to environmental litigation; (3) items
relating to pollution abatement items; and (4) other

environmentally related items.

Using this index, she ranked the disclosure based on the
presence or absence and the degree of spscificity of each of
the information items. She found that there was no
relationship between the measured contents of a firm's

environmental disclosure and its environmental performance.

The two studies discussed in this section compared environ-
mental disclosure to environmental performance. It is not
the intent of this thesis to pursue such a comparison.
Instead, these studies are of value to the literature review
because they illustrate methodologies to be adapted rather
than conclusions to be tested. Both studies use the
research methodology of content analysis to evaluate annual
reports. The same methodology is used for this thesis (see
Chapter Three). The classification schemes from these
studies were also taken into consideration when designing
the classification scheme for this thesis (see Chapter

Three).
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(d) Environmental disclosure compared to economic perfor-

Bowman and Haire (1975) performed a content analysis to
determine the number of lines in the annual report devoted
to social responsibility. They coded "discussed efforts to
either increase positive potential externalities or decrease
negative potential externalities - to increase apparent
social benefits or decrease apparent social costs (p. 52)."
Once they had their measures of social responsibility
disclosure they compared return on equity with the disclo-
sure. They found, as they put it, "that more corporate
social responsibility is not associated with less profits
(p. 52)." With additional analysis they concluded that the
presence of corporate responsibility disclosure is not

associated with higher profits.

Ingram (1978) studied certain social responsibility
disclosures in annual reports and their impact on security
returns. Within each of the categories (environmental, fair
business, personnel, community and product) the disclosure

was enumerated and classified as monetary or non-monetary.

Ingram grouped the companies into portfolios on the basis of
the type of disclosure they provided. He found that there

was no evidence that social responsibility disclosures
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possess information content (i.e., based on security

returns).

A second test was performed isolating the firms into market
segments by industry, year and excess earnings levels.
Ingram found that combining the segments in the first test
"washes out the effects of the disclosures on security
returns (p. 283)." The information content of the social
responsibility disclosure was conditional upon the market

segment of the firm.

Freedman and Jaggi (1986) studied the annual reports and 10-
K's for 1973 and 1974 of chemical, paper and pulp, oil
refining and steel companies. They used a simple protocol
with only six items to characterize a firm's pollution
abatement activities. These categories were weighted to
give an indication of the usefulness of the information.
Their classification scheme is as follows:
(1) EPA standards for current pollution emissions and
firm's performance - weight of 2.5;
(2) Future capital expenditures - weight of 2.0;
(3) Current capital expenditures - weight of 1.5;
(4) Past capital expenditure - weight of 1.5;
(5) Descriptive along with a percentage - weight of
0.5; and

(6) Descriptive - weight of 0.5.
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Freedman and Jaggi took the results of this classification
system and compared it to security price movement. They
found that extensive pollution disclosures in their current
form did not produce a significant investor reaction, (i.e.,
the disclosure did not provide investors with any incremen-
tal information content). One explanation that the authors
gave for these results is that the firms are not disclosing
the information that investors want - namely compliance with
ragulation. None of the firms in their sample disclosed
information on pollution emissions and the firm's perfor-

mance. Hence, the usefulness of disclosure is an important

factor.

Anderson and Frankle (1980) performed a study whi.h examined
the impact of social disclosure on the capital markets.

They found that firms which provided social disclosure out-
performed (from a beta analysis point of view) those firms
that did not provide social disclosure. They conclude that
"economic resources appear to be allocated in the market to

securities of thoce firms that socially disclose (p. 477)."

These four studies treat economic performance as a dependent
variable and offer mixed conclusions as to whether or not
social responsibility/environmental disclosure affects

econonmic performance.
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- The Bowman and Haire article and the Freedman and
Jaggi article both conclude that this type of disclosure

does not result in an improved economic performance.

- Ingram concludes that disclosure has no effect on
security returns unless market segment is taken into

consideration.

- Anderson and Frankle conclude that firms which
provide social disclosure outperform those firms that do

not.

Clearly, the relationship between environmental disclosure
and economic performance bears further testing in order to
clear up some of this confusion. It should be noted that
the confusion is exacerkated by the Guthrie and Parker
(1989) and Cowen, Ferreri and Parker (1987) research that
treats economic performance as an independent variable. At
least, both articles were consistent in their findings that

economic performance did not influence disclosure.

Section 2.5 NARRATIVE DISCLOSURE, VOLUNTARY DISCLOSURE AND
DISCLOSURE MANAGEMENT

In addition to the environmental disclosure literature,

there is a relevant, broader base of literature which
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includes narrative disclosure, voluntary disclosure and
disclosure management. While this literature does not deal
specifically with environmental or social responsibility
disclosure, it still offers insights and conclusions that
apply to environmental disclosure because much of environ-
mental disclosure is narrative, voluntary and certainly part

of the disclosure management process.
These three areas, narrative disclosure, voluntary disclosu-
re and disclosure management are discussed separately, and

where applicable there is a brief summary of the conclusions

from the literature that are tested in this thesis.

Narrative Disclosure

This literature provides several reasons why the extent of
(any) disclosure should be positively associated with size.
Buzby (1975) does a good job of summarizing these reasons:

(1) The accumulation and dissemination >f information

is costly.

(2) Adequate disclosure may increase investor con-

fidence which will increase the marketability of
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securities and make external financing cheaper. (This
has been supported by Anderson and Frankle, 1980 and

Thornton, 1993.)

(3) Smaller firms may feel that increased disclosure
will place them at a competitive disadvantage with

larger firms in their industry.

(4) Larger firms are more closely watched by government
agencies (and public interest groups). Therefore, it
is possible that these firms feel that better reporting
will lessen unwanted pressure from government (and
public interest groups). This has been supported by
Wattez and Zimmerman (1978) who suggest that firms
experiencing "high" profits may engage in social
responsibility campaigns in order to combat government

intrusion.

Buzby (1975) compared the extent of disclosure with the size
of the company and the company's listing status. As a
result of his study, Buzby found that the extent of
disclosure is positively associated with asset size. Also,
he noted a key point: "extent of disclosure is not synonymo-

us with the adequacy of disclosure (p. 30)."
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Singhvi and Desai (1971) compared the type of financial
disclosure with several characteristics of the firm: (1)
asset size; (2) number of stockholders; (3) listing status;
(4) CPA firms; (5) rate of return; and (6) earnings
management. They measured disclosure based on a weighted
index of 34 disclosure items, (e.g., a description of
principal plants received a 2). They did not examine the
quantity of information or the detailed nature of the

information.

Using a multiple regression analysis, Singhvi and Desai
found that corporations which disclose inadequate
information are likely to be: small in size measured by both
assets and number of shareholders; free from listing
requirements; audited by small CPA firms and be less

profitable measured by both rate of return and earnings

margin.

Tennyson, Ingram and Dugan (1990) investigated the as-
sociation between management's narrative disclosure in the
president's letter and bankruptcy. Their premise was that
as the president's letter was unaudited, it might provide
more forward looking information than the management
analysis section of the annual report. Therefore, they
proposed that there was an ex ante relationship between

narrative disclosure and bankruptcy.
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They found that there was ¢ relationship between the
narrative disclosure and financial distress. The presi-
dent's letter had greater (although not significant)
explanatory ability than the management analysis. The
authors concluded that their research provided some
indication that the regulatory process reduces the useful-

ness of narrative disclosure in explaining bankruptcy.

Lebar (1982) performed a study to determine if the language
of the annual report, the 10K and the financia. press
release were consistent in reporting year-end results. She
found that there were differences in the topics presented in
the three documents. She also found that some of the
documents seemed to contradict each other when describing

the same topics.

Thompson, Olsen and Dietrich (1987) examined the nature of
firm-specific news announcements in the Wall Street Journal
Index. They found that there was considerable variation in
the number of news items according to firm size and industry
grouping (as well as the day of the week and the month of

the year).

These five articles offer the following conclusions that are

tested in this thesis:
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- Size of company affects disclosure (Buzby; Singhvi
and Desai; and Thompson, Olsen and Dietrich).

- Firms that provide adequate information are more

profitable (Singhvi and Desai).

- Industry affects the extent of disclosure (Thompson,

Olsen and Dietrich).

- Different reporting vehicles may send different

messages about the same topics (Lebar).

Voluntary Disclosure

The research performed in the area of voluntary disclosure
falls into two main streams. The first examines why
voluntary disclosure should exist in the first place. Tbh-
secorid examines a specific voluntary disclosure, earnings

forecasts.

Why voluntary disclosure exists

Researchers who have examined the nature of voluntary
disclosure include Dye (1990); Diamond (1985); Verrecchia
(1983); Leftwich, Watts and Zimmerman (1981); and Pastena

and Ronen (1979).
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Dye compares the disclosure policies that firms select
voluntarily with the policies that would be mandated in
order to maximize social welfare. He suggests that there is
a "race to the top" in which equilibrium voluntary disclo-
sures exceed optimal mandatory disclosures. This is because
each firm experiences higher returns to additional disclo-
sure, as long as they are disclosing more information than

others.

Diamond (1985) looks at the optimal release of information
by firms and comes to the conclusion that there are two
benefits in releasing low cost information to the public:
(i) it reduces the cost of private information collection;
and (ii) ‘here is an improvement in risk -haring because
public information makes traders' beliefs more homogenous
and reduces the magnitude of speculative positions which

informed traders take.

Verrecchia (1983) examines how the existence of disclosure-
related costs can explain a manager's decision to withhold
information. In the absence of disclosure-related costs, no
news is bad news. However, the greater the proprietary cost
associated with the disclosure of information, the less

negatively traders react to the withholding of information.
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Leftwich, Watts and Zimmerman (1981) look at the historical
development of interim reporting and examines the relation
between the reporting frequency and variables suggested by
agency theory. The agency theory variables are seen as
economic incentives to disclose. Because of the need for
monitoring, managers will exceed mrinimum reporting re-

quirements in order to minimize agency costs.

Pastena and Ronen (1979) perform an empirical study to look
at the kind of information that managers choose to volun-
tarily disclose. They make the following conclusions:
(1) Managements act as if "they attempt to delay the
dissemination of negative information, relative to
positive information,"
(2) They act as if they disclose primarily soft

positive information as contrasczd with soft negative
information, and

(3) They disclose negative information essentially only
after such information becomes hard.

(Hard informat.on is that which has a high probability of
imminent disclosure by sources uncontrollable by management

or as a result of an audit.)

Thus, these five examples of research indicate that there
are certain costs and benefits to voluntary disclosure that
are considered by disclosure preparers when they make and

execute their disclosure policies.
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Voluntary earnings forecasts

Research on voluntary earnings forecasts has been conducted
by Kasznik and Lev (1993); Lev and Penman (1990); Trueman

(1986) ; and Waymire (1985).

Kasznik and Lev (1993) study the management decision of
whether or not to warn investors of an impending earnings
surprise (ahead of the earnings announcement) or to keep
silent. They point out that there are three motives to
alert investors to such surprises:

(1) adjust investor expectations to reduce transaction

costs;

(2) deter shareholder litigation; and

(3) enhance the manager's reputation.

Lev and Penman (1990) looked at voluntary forecast
disclosure and compared it with nondisclosure. They found
that the "samples of forecasting and nonforecasting firms
differ most markedly on firm size and on earnings change in
the forecast year. Earnings changes of forecasting firms
are higher in the forecast year than those of nonforecasting
firms and those of firms in general (p. 59)." They also
found that "earnings “orecasts generally distinguish firms
with particularly "good" annual earnings from other firms,

including firms in their own industries (p. 74)."
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Trueman (1986) poses the question "Why Do Managers Volun-
tarily Release Earnings Forecasts?" as the title of his
paper. He answers his question as follows: "The reascn is
that the forecast release gives the investors a more
favorable assessment of the manager's ability to anticipate
economic environmental changes and to adjust production
plans accordingly (p. 53)." However, if there are costs
associated with releasing a forecast the manager must
compare the costs with any benefits which might result as a
consequence of investors changing their perception of his

ability.

Waymire (1985) found that there is an association between
earnings volatility and the frequency and timing of
voluntary management forecast disclosures. The more
frequent forecasters tend to have less volatile earnings
processes. A cost-related interpretation may be that
executives expect legal sanctions for providing inaccurate
forecasts. A benefit-related explanation is that managers
may perceive benefits to providing information to improve

analysts torecasts.

Thus, these four articles examine a specific type of
voluntary disclosure and draw certain conclusions abcut the
presence or apsence of such disclosure. This thesis strives

to do the same with environmental disclosure. Of course,
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conclusions drawn from these four articles can not be
specifically tested in this thesis because they relate to
earnings forecasts which are not relevant to environmental

disclosure.

Disclosure Management

While some of the literature discussed above touches on
disclosure management, it has been included with the
voluntary disclosure section rather than this section on
disclosure management. This section is designed to focus on
and outline two specific disclosure models (Lev. 1992 and
Gibbins, Richardson and Waterhouse, 1990) that are used to
evaluate the environmental disclosure under study. The Lev
model, which is used to evaluate environmental disclosure

outputs, is discussed first.

The model proposed by Lev

Lev (1992, p. 9) points out that, "Managers rarely devote to
information disclosure the careful attention and thorough
planning accorded to other corporate activities, such as
production, marketing, and finance." This is despite the
evidence which indicates that the consequences of most
voluntary disclosures are significant and long-lasting. Lev

provides a number of illustrations to support this point.
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For example: (1) there is a definite market reaction to new
product announcements; (2) announcements of dividend
decreases result in a less negative market reaction than
unannounced dividend decreases; and (3) executives'
prospective comments other than hard earnings and dividend
data has a significant impact on market values (whereas

retrospective comments do not have a noticeable effect).

Lev says that disclosure strategy has received little
attention but "it should be integrated with the overall
corporate strategy and culture and linked with the specific
iavestment, production and marketing policies (p. 10)."
"Without an active, well planned and executed disclosure
strategy there is no assurance that the intrinsic value of
the company and its potential will be fully appreciated by

outsiders (investors, suppliers, customers) (p. 12)."

Interestingly, Lev sees that the beneficiaries of disclosure
are the comp~1y's managers and its stakeholders. This is
due to the phenomenon that: (1) disclosure has a significant
effect on managers' decisions and corporate activities; and
(2) disclosure addresses the substantial and permanent
information gap that exists between the company's insiders

and outsiders.
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He points out that the cost-benefit analysis of disclosure
is not a straightforward matter. Information disclosure
often exerts simultaneous and contradictory effects on
various stakeholders. While an optimistic earnings forecast
might have a favorable effect on capital markets, it might
adversely effect (from management's point of view) labour
markets. Therefore, "the cost-benefit analysis of a
disclosure strategy should simultaneously consider the
effects of disclosures on all the firm's major stakeholders
and constituents, including government and regulatory

agencies (p. 16)."

Several disclosure objectives are presented hy Lev:

(1) Correcting misvaluations
- A misvaluations occurs because of the infor-
mation gap between insiders and outsiders and
associated misperceptions.

(2) Enhancing liquidity
- Information asymmetry leads to low liquidity for
which investors demand higher returns.

(3) Changing shareholder mix
- Institutional investors are often considered to
be a seal of approval by lenders, suppliers and

customers.
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(4) Deterring political and regulatory intervention
- Regulators are often pressed by activists groups
to take action to control corporate behaviour.
(5) Gaining competitive advantage
- Rather than just deter regulatory intervention,
a corporation may seek to actually narrow the
information gap which should result in market

value increase.

Disclosure strategy can be implemented in three categories,

according to Lev:

(1) Within GAAP disclosure
- Choices can be made within the regulated domain
of GAAP.

(2) Voluntary communications
- These are public announcements made by manage-
ment. These can be qualitative or quantitative
and retrospective or prospective.

(3) Commitments
- These are signals that managers send by making

financial decisions such as a dividend increase or

a stock rezspurchase.

I am not clear as to why Lev feels that commitments are a
third category of disclosure strategy. Rather, it would

seem that this category is merely one type of subject matter
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that may be discussed in regulated (GAAP) disclosure or non-
regulated (voluntary) disclosure. Also, Lev includes
Management Discussion and Analysis as a voluntary disclo-
sure. This disclosure is regulated by the securities
commissions in both Canada and U.S. Therefore I would
consider disclosure in this vehicle to be regulatory (as
GAAP is regulatory). However, it is clear that there are
disclosure choices to be made in the MD&A (as there are to
be made within GAAP). Following this line of thinking, I
see only two disclosure strategies:

(1) Disclosure choices within rsgulatory disclosure
(GAAP and MD&A); and

(2) Voluntary disclosure.

Within these two strategies, disclosure can be quantitative
or qualitative and retrospective or prospective. Thus,
disclosure can be analyzed within three dichotomies: (1)
quantitative versus qualitative; (2) voluntary versus
regulatory; and (3) retrospective versus prospective. It is
these dichotomies that this thesis pursues in the realm of
environmental disclosure. However, rather than use Lev's
dichotomy of gualitative versus quantitative information, I
will use the accounting information versus non-accounting

information dichotomy.
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In summary, the environmental disclosure under examination
in this thesis is evaluated using the following binary
groupings (to be defined in Chapter Three):
(1) Accounting information versus non-accounting
information;
(2) Voluntary disclosure versus regulatory disclosure;
and

(3) Retrospective information versus prospective

information.

Gibbing, Richardson and Waterhouse (1992b, p. 45) echo Lev's
comments about the need for disclosure strategy:

Just as a company's human and financial resources are
managed to ensure efficient and effective functioning,
80 too must its information be managed. Financial
information disclosure is one of management's more
important responsibilities.

Gibbins, Richardson and Waterhouse (1990) also point out

that:

Research to date on disclosure practices is largely
silent about who in the organization makes particular
disclosure decisions, what determines the locus of this
responsibility, the range of issues considered when
making disclosure decisions, the rol. of consultants,
auditors and other external parties in the disclosure
process, and the impact of external disclosure rules on
disclosure decisions.
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Based on twenty interviews, Gibbins, Richardson and Water-
house developed a model to explain and predict corporate
financial disclosure. This model includes six categories of
disclosure outputs, (i.e., the dependent variable and five
categories of independent variables that influence the set

of disclosure outputs).

The dependent variables are defined as follows:

(1) Information set
- the standard format that often exists and
provides a set of pigeonholes for the information

(2) Content
- the specific numbers or words disclosed

(3) Redundancy
- use of multiple media or various audiences for a
particular disclosure

(4) Timing
- when is good news and bad news released

(5) Ex ante interpretation
- explicit attempts to influence the interpreta-
tion that others give to the information at the
time that the information is released (e.g., MD&A

is released wi‘’ . audited Financial Statements)
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(6) Ex post interpretation
- attempts to alter the interpretations that
others place cn information that has already been

released

These dependent variables are nnt well developed by Gibbins,
Richardson and Waterhouse. It would appear that the first
three, information set, content and reduriancy, are similar
to variables present throughout the 1. .erature and accord-
ingly, are captured in the study. The last three variables
appear to focus on the timing of disclosure which is not an

issue to be addressed by this thesis and therefore, are not

pursued.

The independent wvariables in their model are defined as
follovs:
(I) Firm's disclosure position
-~ a relatively stable preference for the way
disclosure is managed
- There are two dimensions:
(1) Ritualism which is uncritical adherence tcward
prescribed norms; and
(2) Opportunism which is seeking out firm specific
advantage in the disclosure of financial infor-

matior.




(II) Antecedents
- There are two types of antecedents:
(1) internal and
(2) external.
- Internal antecedents include:
(a) corporate history,
(b) corporate strategy and
(c) internal politics.
- External antecedents include:
(a) institutional factors such as:
(i) legislation,
(ii) interorganizational norms and
(iii) industry norms and
(b) market factors such as:
(i) regulation of markets,
(ii) use of financial markets,
(iii) factor markets and

(iv) competitive position.

(III) Disclosure issues

- These are defined by externally imr >sed disclo-
sure requirements and by factors internal to the
firm. The firm's disclosure position is relative

to its perception of norms and opportunities.

68
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(IV) External consultants and advisors
- These individuals play the following roles:
(1) they help identify norms and opportunities;
(2) they identify formal and informal rules;
(3) they provide technical advice and an opinion;
(4) their involvement adds credibility; and

(5) they are a strategic resource in bargaining.

(IV) Structure
- Issues provide the stimulus for disclosure while
structures are the activating ferce.
(1) Internal structure provides for the assignment
of disclosure management responsibility and
policies and procedures.
(2) External structure provides information

demands channelled through other organizations.

The independent variables have been developed by Gibbins,
Richardson and Waterhouse to a much greater extent than the
dependent variables. Therefore, the independent variables
have sufficient depth to permit them to be tested. The
results of the interviews in Chapter Seven are cast against
t' - se independent variables in order to impose additional
structure on the analysis and to test out the model proposed

by Gibbins, Richardson and Waterhouse.
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Section 2.6 NEED FOR FURTHER RESEARCH ON ENVIRONMENTAL
DISCLOSURE

As illustrated in Section 2.4 and Section 2.5, a
considerable amount of research has already been undertaken
in the areas of social responsibility/environmental
disclosure, narrative disclosure, voluntary disclosure and
disclosure management. The conclusions from this literature
that are tested in this thesis are summarized in Table 2 in

Section 2.8.

However, research in these areas is by no means complete.

There is a clear need for more research.

As is the custom in academic research, most articles include
suggestions for future research. Zeghal and Ahmed (1990),
for example, conclude their article with the following
research questions (among others):
(1) How do disclosures through annual reports compare
with other media?
(2) Do non-annual report media provide new information
or do they reinforce the existing disclosure?
(3) WwWhat industry-specific differences emerge in the
choice of various media to convey social infor-

mation?
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(4) On what basis do decision makers decide on the
most appropriate media for disclosing social

information?

In the general area of disclosure management Richardson,

Gibbins and Waterhouse (1989, p. 34) point out that:
Despite the amount of research and writing that has
been devoted to what happens after financial infor-
mation is released (in stock market responses, tax
liabilities, merger activities and so on), not much

light has hitherto been shed on the internal process of
generating that information.

Not only has the need for more research in the area of
environmental disclosure and disclosure management been
articulated by academics, there is also a call for more

research being issued from many organizations.

The CICA (1992c) issued a proposal in September 1992 for a
research study on "Reporting Information Relating to
Environmental Performance®". According to the proposal, the
objective of the study is:
To develop the basis for a framework for the reporting
of information relating to the performance of an
organization in accordance with standards and expec-

tations relating to environmental conduct and respon-
sibilities (p. 1).

One of the reasons given for undertaking this research study
is that the CICA has indicated (in a submission to the

federal government's Prosperity Initiative Steering Group) a
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potential for future standard-setting work in non-financial
standard setting areas such as measurement and reporting

relating to environmental concerns.

The Internaticnal Institute for Sustainable Development
(IISD) (1992) indicates that financial reporting standards
need to be developed in order to encompass information
relating to sustainable development. In order to develop
these standards preliminary activities such as monitoring

current practice are seen as necessary research activities.

The IISD states:
The extent and nature of existing public disclosure
should be determined....Similarities and differences
between industries, domestic and multinational com-
panies, publicly traded and private companies and large

and small entities should be noted to gain and under-
standing of the forces influencing practice (p. 77).

In addition to stating this need for research, the IISD and
the CICA have also indicated what desirable environmental
disclosure should entail. They are joined by the United
Nations Transnational Corporations and Management Division
(1992), the Institute of Chartered Accountants in England
and Wales (1992) and the Oncario Securities Commission (Van
Haren, 1992) which have all commented on the type of
environmental disclosure seen as desirable. (These comments

on disclosure are discussed in the following section.)
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S8ection 2.7 ENVIRONMENTAL DISCLOSURE SEEN AS DESIRABLE

In 1992, there was a proliferation of documents which
provided details on desired environmental disclosure. These
documents have been produced by the following organizations:
the Ontario Securities Commission (OSC); the Ontario Round
Table on Environment and Economy (OREE); the Association for
Investment Management and Research (AIMR); the Institute of
Chartered Accountants in England and Wales (ICAEW); the
international Institute for Sustainable Development (IISD);
and the United Nations Transnational Corporations and
Management Division (UN). The Canadian Institute of

Chartered Accountants (CICA) produced a d«.'ument containing

such details in 1991 (Information to be Included in the
Annual Report to Shareholders, 1991b). (Note that pertinent

U.S. documents do not exist. Formal studies of this nature
do not appear to be as advanced in the U.S. The AICPA is
only at the stage of follow~-up from exploratory meetings

held in January 1993 (CICA, Data Sheet Notes 5, 1992c)).

(It must be noted that comments referred to as 0SC comments
were comments made by Gary Van Haren, Associate Chief
Accountant of the OSC in a speech, May 1992. The remarks he
made are not necessarily the views of the Ontario Securities
Commission. It should also be noted that the remarks

referred to as CICA remarks are in fact the views of the
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study group that prepared the report in question and are not
necessarily those of the governing body or membership of the
CICA. As well, the ICAEW document and the UN document are
considered the views of the authors and not .iecessarily

representative of the members of the respective bodies.)

Some of the recommendations put forth by these organizations
deal with changes in disclosure outside of the current
accounting model. For example the United Nations (1992, p.
17) suggests that we adopt an approach for "accounting for
sustainable development". Such an approach would measure
natural resources consumed in producing gocods and services
as well as the resources preserved and wealth created for
future use. But, for the most part, recommendations are
made within the context of our current accounting framework.
This thesis shall concern itself with recommendations made

within the context of the existing accounting model.

The recommendations put forth by O0SC, OREE, AIMR, ICAEW,

IISD, UN and CICA are summarized in Table 1.
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Table 1

Environmental Disclosure Seen as Desirable

(* = mentioned in document)

§Environmental policy

jObjectives to support
policy (measurable)

| Impact on environment

|Compliance with
iegislation

IAbatement initiatives

Performance vs.
objectives

Capital expenditure
(made and committed)

Operating
expenditure

|Effect on earnings
1 (current and future)

Risks (not req'd to
be disclosed as
{contingencies)

§Future social trends
jand industry issues

| 1dentity of
ldirector/officer
iresponsible

| Key features of ex-
ternal environmental
;audit reports
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The seven organizations were not unanimous in their
discussion of desirable environmental disclosure. 1In fact,
there was evidence of different orientations. The speech by
the 0SC Associate Chief Accountant (Van Haren, 1992) took a
stance which reflected a prime concern for how the environ-
ment affects the firm.

The Annual Information Form requires specific disclo-

sure of: The financial or operational effect of

environmental protection requirements on: capital

expenditures; earnings; competitive position; expected
impact on future years (p. 2).

Whereas the CICA and the ICAEW take a stance which indicates
concern for how the firm affects the environment. The CICA
(1991b, p.96) suggests disclosure on "the impact of company-
/industry operations on the environment.® The ICAEW (p. 2)
suggests disclosure of "the key impacts of the business on

the environment."

Therefore, Table 1 attempts to develop a coherent synthesis
of the ditferent views and different suggestions for
disclosure presented by these seven organizatinns. There
were a number of suggestions for difs “osure that were not
included in the table because they were made by only one of
the organizations. Such suggestions included the following:
indicate the effect of environmental protection requirements
on the firm's competitive position (0SC); match clean-up

costs with current operations (UN which noted that this is
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currently only required in Canada); provide an action plan

where environmental objectives have not been met (IISD).

These suggestions for disclosure were considered in
formulating the categories used for classification purposes
in the content analysis (see Chapter Three). Some ¢.f the
suggestions refer to the subject matter, for example,
abatement initiatives. Some of the suggestions refer to the
type of information, for example, capital expenditure

(disclosed presumably in dollars).

Other publications (the Canadian Chamber of Commerce, n/d;
Deloitte Touche Tohmatsu International, 1993; Elkington and
Rebins, 1993; Gray, 1993; Investor Responsibility Research
Center, 1992; and Nitkin and Powell, 1993) provide infor-
mation on current environmental reporting practices and
offer strategies for reporting, some as simple as: "Be
honest. Give the gcod news - and the bad." (Deloitte Touche

Tohmatsu International, 1993, p.10).

S8ection 2.8 SUMMARY

This chapter has reviewed the following: the concept of
accountability; the role of accounting; the research on

environmental disclosure; the broader context of narrative

disclosure, voluntary disclosure and disclosure management;
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the need for more research; and current demands for

environmental disclosure.

The concept of accountability, the raison d'etre of
accounting, has broadened in recent years to include many
more stakeholders than just shareholders and creditors.
Coupled with this expanding group of users is a broadening
of user needs for information. This translates into a need
to provide a broader range of information which includes
financial and perhaps even non-financial information about

environmental issues.

Associated with this changing view of users and changing
user needs is a need for the accounting profession to
change. The profession needs to adapt itself to meet
changing social and economic circumstances. Financial
performance and environmental performance are inextricably
linked. Financial information must now be integrated with
scientific, technical and legal information. And, accoun-
tants and auditors are well positioned to assist in

performing this integration.

A significant amount of research has been conducted to
examine disclosure practices. However, little of it

captures the recent explosion of disclosure and new
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disclosure vehicles such as the environmental report.

Little of it captures Canadian disclosure practices.

There has been little work done to examine the internal
management process of providing disclosure. There needs to
be a better understanding of the management processes

leading up to the release of environmental disclosure.

This thesis hopes to fill some of this void by obtaining
evidence through a study of environmental disclosure and the
management of such disclosure. Analysis of this evidence
should aid in developing our understanding of the phenomenon

of environmental performance reporting.

More specifically, several research questions for study have
arisen as a result of a review of the literature and these
guestions are tested in this thesis. Although many of these
qguestions have been tested in the past, there are several
reasons to test them again:

- I use Canadian data;

- I use more recent empirical evidence;

- I provide additional support (or refutation as the
case may be) to conclusions made in the past with the aim of
strengthening our understanding about environmental

disclosure and disclosure in general; and
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- I expand our understanding of disclosure management
by testing the Lev (1992) model and the Gibbins, Richardson

and Waterhouse (1990) model.

Table 2 outlines the 11 basic research questions under study

and ‘ndicates the literature that motivates these questions.
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CHAPT! R THREE

RESBEARCH DEBIGN

Section 3.1 INTRODUCTION

This chapter outlines the methodology to be employed in this
thesis. Section 3.2 details the selection of the main
sample and the sub-sample under study. Section 3.3 provides
the process for data collection which is undertaken in four
stages. Section 3.4 discusses the use of content analysis.
This section provides a classification system for environ-
mental issues and type of information. Section 3.5 provides

a summary of the research questions to be addressed.

Section 3.2 SELECTION OF MAIN SAMPLE AND SUB-SAMPLE

The main sample consists of 40 public companies listed on
the Toronto Stock Exchange (TSE). Sampling was done using
the CD-ROM "Corporate Information on Canadian Companies®,
December 1992 version. Companies were selected on an

industry basis through the use of SIC codes.

Poore and Davis (1992) indicate which industries that the
Environmental Protection Agency in the U.S. considers to be

predominant sources of hazardous waste. These industries

84
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include: chemicals and allied products; fabricated metal
products, electronic and electric equipment; electroplating;
lumber and wood treating; petroleum and refining; primary
metal products; rubber and plastic products; textile mill
products; and paper an&»allied products. Holusha (1991)
provides a list of the 10 biggest polluters in the U.S.
based on their analysis of Environmental Protection Agency
data. These polluters are located in the following
industries: petroleum, chemical, iron and steel, construc-

tion materials, automobiles, refined metals.

it is presumed that these industries have comparable
environmental impact in Canada. Of these industries, three
were chosen for study: (1) paper and allied products (SIC
26); (2) petroleum and gas extraction (SIC 13); and (3)
metal mining (SIC 10). These three industries can be
presumed to have a significant impact on the environment.
(It should be noted that there are an insufficienct nuwmb’''r of
public companies in Canada in the chemical and all:ied
products or primary metal producers industry to obta.rs

sufficiently large sample.)

Review of Statistics Canada information (1992) indicates
that the three resource based industries have significant
economic impact because they make up the following per-

centage >f Canadian Gross Domestic Product (GDP):
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Mining - 1.14 percent;
0il and Gas - 2.16 percent; and

Pulp and Paper - 1.67 percent.

This thesis also explores the disclosure of companies which,
at least directly, do not have a significant environmental
impact. Thus, the investment management sector (SIC 67) was
chosen to serve as the fourth industry under study. (It
should be noted that there are an insufficient number of
public companies in Canada in the banking and financial or
insurance company sectors to obtain a sufficiently large

sample.)

This Statistics Canada information source does not provide
enough detail to determine what the investment management
industry contributes to GDP. However, by way oi il-
lustration, the trust, other finance and real estate sector

contributes 5.54% of the GDP.

The disclosure presented by the investment management
companies sector is compared and contrasted with the other
three resource based, "high environmental impact" in-
dustries. 1In order to obtain an understanding of the
changes in environmental disclosure, annual reports for
specified years from a span of 23 years were selected. The

years 1969, 1979, 1989, 1990 and 1991 have been chosen.
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Using such a time span for study imposed additional restric-
tions on the sample selection. Companies selected for study
had to meet the following criteria: (1) have operations
dating back to 1969; (2) have remained in the same industry
for the 23 year period; (3) have been public for the 23 year
period and (4) have shares that are actively traded. The
fourth criteria is intended to eliminat~ companies that are
closely held and therefore do not have as broad an audience

to whom they must report.

Ten companies were selected in each of the four industries
using the following sampling approach. Each industry was

sampled separately.

(1) Using the CD-ROM “Corporate Information on
Canadian Companies", all companies listed with the

appropriate SIC code were selected.

(2) Using the same CD-ROM, all companies that were not

public in 1992 were excluded from the sample.

(3) Using the same CD-ROM, all companies that were not

listed on the TSE were excluded from the sample.
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(4) VUsing the Financial Post Survey of Mines and
Energy Resources 1992 and the Financial Post
Survey of Industrijals 1992, all companies in the

sample were reviewed for date of incorporation.

All companies that were incorporated subsequent to
1968 were excluded. This criteria also served to
exclude companies that had been in existence prior

to 1969 but had undergone some sort of reor-

ganization of sufficient magnitude to warrant a
re-incorporation. It was felt that these were
justifiably excluded as such a reorganization
would li¥-ly be indicative of a major change in

the operations of the cornany.

Companies that were not listed in these Financial
Post references, companies that had been suspended
from TSE trading and companies that had not filed
with the Ontario Securities Commission were also
excluded at this time. There were only a few

companies that fell inco these categories.

Tables 3 through 6 detail the resulics of the sampling

process for stz2ps one through four.
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Table 3

Sampling Population of Investment Management Companies

Criterija umbe a
Appropriate SIC code (1) 552
Less non-public 225
Public companies (2) 327
Less non-TSE 258
TSE companies (3) 69
Less post 1968 incorporation 50
Sampling population (4) 19
Table 4

Ssampling Population of Mining Companies

Criteria Numbeg of Companies
Appropriate SIC code (1) 2044
Less non<public 123
Public cowpanies (2) 1921
Less non-TSE 1686
TSE companies (3) 235
Less post 1968 incorporation 177

Sampling population (4) 58




Table S

920

Ssampling Population of 0il rnd Gas Companies

iteri
Appropriate SIC code (1)
Less non-public

Public companies (2)
Less non-TSE

TSE companies (3)
Less post 1968 incorporation

Sampling population (4)

Table ¢

Number of Companies

795
130

665
486

179
137

42

Sampling Population of Pulp and Paper Companies

Criteria

Appropriate SIC code (1)
Less non-public

Public companies (2)
Less non-TSE

TSE companies (3)
Less post 1968 incorporation

Sampling population (4)

Number of Companies
79
50

29
11

18
7

11
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After the sampling populations were established, as outlined

in Tables 3 to 6, three more steps (steps 5 through 7) were

undertaken.

(S)

(6)

Irom each list, a random sample was drawn. The
list resulting from step (3) above provided a
number for each company (based on alphabetical
order). The company number for each company was
written on a slip of paper and put in a bag. All
the slips were then pulled from the bag and the
order of removal was recorded. The first ten
companies on this draw list (in each of the draws

for each industry) comprised the initial sample.

Through the use of the Financial Post Survey of
Mines and Energy Resources 1592 and the Financial
Post Survey of Industrials 1992 the distribution

of shareholdings in companies was reviewed to
ensure that all companies in the sample were not
closely held. Closely held is defined for the
purposes of this thesis as fewer than 6 owners who
combined hold 95% or more of the stock. Any
closely held companies were deleted from the
sample and the next company on the draw list was

added to the sample.



(7) As data was being collected, the sample was

reviewed to ensure that each company selected had
been publicly traded for the entire 23 years. Any
companies that had not been public for the entire
time period were dropped from the sample and the

next company on the draw list was added to the

sample.

Tables 7 through 10 list the companies selected as a result

of steps five through seven.

Table 7
Selected Sample of Investment Management Companies

Canadian General Investments, Limited

Economic Investment Trust Limited

Garbell Holdings Limited

MPG Investment Corporation Limited

Pioneer LifeCo Inc.

Power Corporation of Canada

Power Financial Corporation

Third Canadian General Investment Trust Limited
Trans Rampart Industries Ltd.

United Corporations Limited
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Table 8
S8elected Sample of Mining Companies

Anglo Dominion Gold Exploration Limited
Brunswick Mining and Smelting Corporation Limited
Canada Tungsten Mining Corporation Limited
Moneta Porcupine Mines Inc.

NSR Resources Inc.

Newhawk Gold Mines Ltd.

Nova Beaucage Mines Limited

Redstone Resources Inc.

Tintina Mines Limited

Win-Eldrich Mines Limited

Table 9
S8elected Sample of 0il and Gas Companies

American Leduc Petroleums Limited
First Calgary Petroleum Ltd.

Numac 0il & Gas Ltd.

Place Resources Corporation
Prairie 0il Royalties Company, Ltd.
Ram Petroleums Limited
Scurry-Rainbow 0il Limited

Sogepet Limited

Trans-Dominion Energy Corporation
United Reef Petroleums Limited

Table 10
Selected Sample of Pulp and Paper Companies

Abitibi-Price Inc.

Canadian Pacific Forest Products Limited
Donchue Inc.

Fletcher Challenge Canada Limited
Quebecor Inc.

Repap Enterprises Inc.

Rolland Inc.

Roman Corp. Limited

Scott Paper Limited

West Fraser Timber Co. Ltd.
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It evolved that in two of the industries there were an
insufficient number of companies that met the criteria of
being publicly traded for the entire 23 year period.
Therefore, as outlined in Chapter Four, several companies
were private for a portion of the period under study. These
companies did not have to make their 1969 and in some cases
1969 and 1979 annual reports public. As a result, the final

sample consisted of 186 annual reports.

The sub-sample used for Stage III and Stage IV was selected
from the main sample and consisted of two companies from
each of the four industries for a sub-sample size of eight.

The sub-sample was selected on the basis of company size.

Section 3.3 DATA COLLECTION

3.3.1 Stage I - Selection of annual reports for main
sample

The first disclosure document to be examined is the annual
report. Annual reports were selected for the years 1969,
1979, 1989, 1990 and 1991. The intervals of 1969 and 1979
and 1989 provide an indication of the change that has taken
place over intervals of a decade. The range of 1989 to 1991

provides an indication of current disclosure practices and

documents recent trends in environmental disclosure.
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Copies of annual reports for all 40 companies for the five
years under study are analyzed by means of content analysis.

(Content analysis to be discussed in Section 3.4.)

3.3.2 Stage II - Selection of environmental reports for
main sample

While the exact nature of an environmental report differs
from company to company, an environmental report is
generally u report presenting corporate environmental
performance for a finite period of time - usually one year.
Because there is no statutory requirement to issue an
environmental report, not all companies will have issued
environmental reports for each of the five years under

study.

An environmental report was sought for all 40 companies in

the sample for each of the five years under study.

As the data collection section in Chapter Five indicates,
only one company, Canadian Pacific Forest Products Limited,
produced an environmental report for only one of the years

under study, 1991.
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sSu e

At this stage, further work was performed using only the

sub-sample of eight companies - two from each of the four
industries. All remaining public disclosure provided by

these companies was obtained for the year of 1991 and

analyzed by way of content analysis.

Remaining or other (i.e., non-annual report and non-environ-
mental report) disclosure is defined by the following
parameters: (1) any disclosure listed in the Canadian
Business and Current Aifairs (CBCA) database; (2) the
CanCorp Canadian Corporate Documents Service available from
Micromedia Limited which provides copies of all information
filed with the Ontariu Securities Commission (0SC); and (3)
any public information produced voluntarily by the company

that would not be included in (1) or (2).

The Canadian Business and Current Affairs (CBCA) database
include material indexed in Canadian Business Index,
Canadjan News Index, Canadjian Magazine Index, and Biblio-
graphy of Works on Canadian Foreign Relations. Information

produced by the company that would not be covered by the
CBCA database or the CanCorp Service would include non-

material press releases not required by the 0SC, brochures
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and advertising. It was necessary to contact the conrpanies
in question to obtain press releases, brochures and

advertising of this nature.

As described in Chapter Six, there was very limited
disclosure provided by the sub-sample companies in the way
of brochures or advertising and there was virtually no non-
material press releases. These items have therefore not
been coded by way of content analysis. Additional public
disclosure consisted of O0SC filings for all eight companies
and reports in the business press for two of the eight

companies.

This thesis is limited to examining the extent of com-
munication from corporations. Therefore items selected from
the CBCA database were s~reened. Only articles or press/fi-
nancial releases written by employees of the corporation
were used. Hence, articles written about the corporation or
its employees were excluded. This screening process is

documented in Chapter Six, Table 48.
3.3.‘ - w -
Using the eight company sub-sample, interviews were

conducted with management personnel responsible for

producing disclosure items issued in 1991. The initial
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requirement was to determine who in the firm is responsible

for conceiving, preparing and authorizing such disclosure.

Key individuals were identified on a firm by firm basis and
interviews were undertaken with each individual. It is felt
that the use of multiple informants enhances the validity
and reliability of this thesis. Interviewing was conducted
with a pre-established set of questions (see Chapter Seven).
The questions were intended to be relatively open-ended in

order to elicit discussion rather than simple one-word

answvers.

Section 3.4 ANALYSIS OF WRITTEN DISCLOSURE

3.4.1 Use of content analysis

A multi-dimensional classification framework was specifical-
ly designed for this thesis for content analysis of
environmental disclosure. The framework was developed with
25 sub-categories to capture: subject matter being
discussed; type of information used; location of information
in the annual report; and tenscec of information. This
classification framework can ke used in the future for

content analysis of other items of environmental disclosure.
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Content analysis is a research tool which places narrative
text into categories in order to derive conclusions about
thematic content. "Content Analysis is any technique for
making inferences by objectively and systematically
identifying specified characteristics of messages (Holsti,
1969, p. 14)." Kerlinger (1964, p. 544) as quoted in
Kassarjian (1977, p. 9) indicates that:

Content analysis, while certainly a method of analysis,

is more than that. It is...a method of observation.

Instead of observing people's behavior directly, or

asking them to respond to scales, or interviewing then,

the investigator takes the communications that people
have produced and asks questions of the communications.

Content analysis has been used for several decades in such
disciplines as journalism and the social sciences (Budd,
Thorp and Donohew, 1967; and Holsti, 1969). More recently,
marketing and accounting researchers have begun to use
content analysis. This methodology has been used in the
accounting literature in the analysis of annual reports
(Bowman and Haire, 1975; Freedman and Jaggi, 1982; Guthrie
and Parker, 1989; Ingram, 1978; Ingram and Frazier, 1980;
Lentz and Tschirgi, 1963; Rockness, 1985; Tinker and
Neimark, 1987; Wiseman, 1982; and Zeghal and Ahmed, 1990;)
and in the management literature in the analysis of portions
of the annual report (primarily Management's Letter to the
Shareholders) (Bettman and Weitz, 1983; D'Aveni and

MacMillan, 1990; and Staw, McKechnie and Puffer, 1983).
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Content analysis has the characteristics of objectivity,
systematization and quantification (Kassarjian, 1977). The
requirement of objectivity necessitates that the categories
of analysis be defined in a manner precise enough that
different analysts may apply them to the same document and
obtain the same results. Systematization ensures that the
categories that have been defined are exhaustive and
mutually exclusive. The quantification aspect of content
analysis ensures that the data are rendered in a form
suitable not only for statistical methods but also for

interpretation and inference.

When using content analysis there are three basic decisions
that have to be made (Holsti, 1969):
(1) cCategories - what is the subject matter?
(2) Units - What will be the unit of analysis: words,
sentences, themes, paragraphs?
(3) System of enumeration - Will it be frequency,

space or intensity?

In using content analysis, reliability is often measured and
determined by the percentage of agreement between judges w .o
have analyzed the same material. The validity of content

analysis is determined by the choice of categories and

content units.
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The following section outlines the response to these three

decisions and address reliability and validity issues.

3.4.2 Claggjification process

The first step is to determine which passages from the text
are relevant to the research questions under study.
Therefore, the first decision to be addressed in the clas-
sification process is choice of key words used to describe
envircnmental issues. Several key words such as: spills,
pollution, emissions, discharge, effluent, toxic waste,
recycling, environmental, ecological, re-forestation, site
decommissioning, and sustainable development signal that
some type of environmental disclosure is being made. The
text surrounding such key words is selected, analyzed and
categorized. (See Appendix A for the complete list of key

terms used to extract text.)

A schema for categorization has been established based on:
(1) the disclosure suggestions (see Chapter Two) of several
organizations (0SC, OREE, AIMR, CICA, ICAEW, IISD, UN); (2)
a pilot study conducted by the author (1992); and (3) the
index categories used by Wiseman (1982). (See Appendix B
for the content analysis coding sheet which lays out the
four classes and 25 categories/dependent variables discussed

below.)
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There are four classes to be used in the categorization
process:
I Subject Matter
(with 8 categories/dependent variables);
II Information Type
(with 10 categories/dependent variables);
III Location
(with 4 categories/dependent variables); and
IV Tense

(with 3 categories/dependent variables).

The first class, subject matter, categorizes the type of the
envircnmental issue being discussed. This class examines
the topic of discussion rather than the type of information
presented during the discussion (Class II). There are eight
categories in this class:
(1) Products of the Firm
This would include the use of recycled mater-
ials in products or the production of "env-
ironmentally-friendly* products. It would
also include description about the processes
to make such products.
(2) By-products of the Firm
This includes all emissions and waste pro-

duced by the firm.
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(3) Pollution Control
Discussion here would revolve around the
reduction or elimination of unwanted by-prod-
ucts.

(4) Conservation
This would include protection of habitat and
re~-forestation.

(5) Site Restoration
This category is more specific than the other
categories as it refers to the only environ-
mental issue specifically required to be
accounted for by the CICA Handbook. It has
been established as a separate category in
order to evaluate the response to this
accounting requirement.

(6) External Demands
This category captures all the discussion
surrounding the social, political and legal
demands that affect the firm. This category
would include discussion of laws affecting
the firm, potential or actual litigation and

compliance with laws.
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(7) Environmental Policy
Discussion in this category would include
formal policy statements by the firm as well
as general statements of commitment to the
environment.
(8) Management Systenms
This would include discussion of special
studies and environmental management systems.
This category includes discussion of environ-
mental audits and their results, employee
training programs and the existence of

environmental officers or committees.

The second class, information type, categorizes the type of
information presented surrounding the environmental issue
being discussed. Use of this class is meant to aid in
determining what of the disclosure presented is accounting
information and what is not currently regarded as accounting
information. There are ten categories in this class. The
first five categories represent accounting information and
the last five categories represent non-accounting infor-

mation.




(1)

(2)

(3)
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Dollars

This includes information presented in quan-
tified dollar terms, e.g., "Last year $20
million was spent on pollution control
equipment."” This is considered accounting

information.

Financial Impact

Risk

This includes disclosure using terms such as:
costs, savings, earnings, investment, liquid-
ity, purchase, expense, capital, and revenue.
An example of this information type in use
is: "Investment will be made in pollution
control equipment.® This is considered
accounting information.

Management-General

This is discussion regarding compliance with
laws, development of environmental management
systems and environmental audits. Words
indicating risk management include: control-
ling, limiting, and reducing. Information in
this category will provide general infor-
mation about risk management, e.qg., “We are
reducing emissions.” This is considered

accounting information.
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(4) Risk Management-Quantified
This category provides the same type of risk
management information as the third category.
However, information in this category is
presented in a quancified manner, e.g., "We
have reduced our emissions by 20% during the
past year." This is considered accounting
information.

(5) Risk Management-Compliance
This category provides the same type of risk
management information as the third and
fourth categories. However, information in
this category discloses compliance or non-
compliance with environmental laws, e.g., "We
have reduced our emissions by 20% during the
past year and are now in compliance with all
relevant environmental legislation." This is
considered accounting information.

(6) Acts/Processes-Quantified
This is information that discusses activities
or processes undertaken by the firm. This
information is presented in a quantified
manner and does not refer directly to risk
managenent, e.g., "During the past year our
SC, emissions were 75,000 kilotonnes.® This

is considered non-accounting information.



107

(7) Acts/Processes-General
This is information that discusses activities
or processes that the corporation has under-
taken. This information is presented in a
non-quantified manner and does not refer
directly to risk management. This is con-
sidered non-accounting information.

(8) Legislation and Regulation
This is discussion surrounding environmental
laws that apply to the firm. It includes
discussion on what is required and expected
of the firm. It also includes the firm's
participation in the regulatory process. For
example, efforts at obtaining certain en-
vironmentally-related permits would be
included in this category. This is con-
sidered non-accounting information.

(9) General Information
This is information that is specific to the
company but does not discuss company ac-
tivity. For example, "We endorse efforts made
by Environment Canada in this area.” This is

considered non-accounting information.
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(10) Non-specific Information

This is information presented that is not
specific to the company. For example,
"Environment Canada is conducting a study."
This is considered non-accounting infor-

mation.

The third class, location type, categorizes where in the

annual report the information is presented. (This class is

only used for Stage I of this thesis.) It is hoped that the

credibility aspect of information can be answered by

recording here in the annual report the text is located.

There are four categories in this class:

(1)
(2)
(3)
(4)

Audited Financial Statements;

Management Discussion and Analysis;

Letter to the Shareholders; and

Corporate Overview (i.e., the balance of the

annual report).

Categories (1) ard (2) are regulatory disclosure whereas

categories (3) and (4) represent voluntary disclosure.

Based on the extent of the involvement of the independent,

external auditor, the Ontario Securities Commission and

management's representation, the credibility of the

information declines as the user moves down the list from

(1) Audited Financial Statements to (4) Corporate Overview.




109
The fourth class, tense, has three categories:
(1) Past;
(2) Present; and

(3) Future.

By including this class in the categorization scheme it is
possible to determine if environmental issues are presented
in an ex post or ex ante fashion, (i.e., whether or not the

information is retrospective or prospective).

The second decision to be made in content analysis is units.
Coding was done using sentences as the unit of measurement.
Sentences have been chosen as a unit because they represent
a complete thought. Where sentences contain several tyyses
of information, coding was done based on the first clause of

the sentence.

The third decision in using content analysis is system of
enumeration. Enumeration was done on the basis of a count
of sentences instead of column inches or pages (space) or
intensity. It is felt that sentence count provides the most
accurate system of enumeration given the subject matter and

the source documents.

The validity of the categories used for data indexing has

been supported by the literature as discussed in Chapter
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Two. The use of a multi-method approach (content analysis
of written disclosure and interviews) serves to enhance to

validity and reliability of the results.

I classified and coded all written disclosure. (See Appendix
B for a copy of the coding sheet.) However, in order to
obtain some measure of the reliability of the classification
process, a graduate student was employed to classify the
same material on a test basis. The student was trained as
to the use of content analysis and the definitions of the
categories used for classification purposes. (A training
guide, given to the student, has been provided in Appendix
C. This training guide provides an indication of how
sentences - artificially constructed for illustration
purposes - would be coded using the classification scheme
that has been adopted for this thesis.) As discussed in
Chapter Four, an inter-rater reliability was calculated at

84.02% and found to be acceptable.

Appendix D provides more detail on the following: (1)
defining environmental information; (2) determining the
context for coding; and (3) determining what information

will not be coded (e.g., the Table of Contents).
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3.4.3 Risclosure and firm characteristics

Information on firm characteristics were gathered from the
annual r.ports during Stage I - data selection process.
Information on three variables were collected: (1) Industry
(determined by the sampling process); (2) Size (to be
measured by total assets); and (3) Profitability (to be
measured by return on total assets). Time (year of annual
report) is the fourth independent variable to be used in the
analysis. As indicated by Table 2, in Chapter Two these
characteristics are draw from a body of corporate respon-
sibility/environmental disclosure literature (for example
Cowen, Ferreri and Parker, 1987; Trotman and Bradley, 1981;

and the United Nations Economic and Social Council, 1992).

Size was split into three categories: (1) those companies
with $100 million or more in total assets; (2) those
companies with over $10 million in total assets and less
than $100 million in total assets; and (3) those .ompanies

with less than $10 million in total assets.

Profitab.lity (measured by return on assets) was split into
two categories: (1) those companies greater than or equal to
the industry mean; and (2) those companies less than the

industry mean.
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SUMMARY OF RESEARCH QUESTIONS

In summary, this thesis addresses the following research

questions (stated in the null form).

Stage 1

(1) Has the quantity and nature of environmental disclosure
in annual reports in Canada changed over the last 23

years?

RQ,:

RQ,:

RQ, H

RQ,:

RQ,:

Over time, there has been no difference in
the quantity of environmental disclosure
presented in annual reports.

Over time, there has been no difference in
the type of subject matter presented in
environmental disclosure in annual reports.

Over time, there has been no difference in
the type of information presented in en-
vironmental disclosure in annual reports.

Over time, there has becn no difference in
the location of environmental disclosure
presented in annual reports.

Over time, there has been no difference in
the tense of information presented in en-
vironmental disclosure in annual reports.

(2) Are there industry differences in the quantity and
nature of environmental disclosure in annual reports in

Canada?

RQ,:

RQ,:

On an industry basis, there is no difference
in the quantity of environmental disclosire
presented in annual reports.

On an industry basis, there is no difference
in the type of subject matter presented in
environmental disclosure in annual reports.



RQ,:

RQ,:

RQo¢
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On an industry basis, there is no difference
in the type of information presented in
environmental disclosure in annual reports.

Oon an industry basis, there is no difference
in the location of environmental disclosure
presented in annual reports.

Oon an industry basis, there is no difference
in the tense of information presented in en-
vironmental disclosure in annual reports.

(3) 1Is there a relationship between the size of a company
and the quantity and nature of environmental disclosure
in annual reports produced by the company?

RQ;:

RQ,;:

RQ;5:

RQ,,.¢

RQ,s:

Based on the size of a company, there is no
difference in the quantity of environmental
disclosure presented in annual reports.

Based on the size of a company, there is no
difference in the type of subject matter
presented in environmental disclosure in
annual reports.

Based on the size of a company, there is no
difference in the type of information
presented in environmental disclosure in
annual reports.

Based on the size of a company, there is no
difference in the location of environmen-
tal disclosure presented in annual reports.

Based on the size of a company, there is no
difference in the tense of information
presented in environmental disclosure in
annual reports.
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(4) Is there a relationship between the pr=fitability of a
company and the quantity and nature of environmental
disclosure in annual reports produced by the company?

RQ,s: Based on the profitability of a company,
there is no difference in the guantity of
environmental disclosure presented in annual

reports.

RQ,;: Based on the profitability of a company,
there is no difference in the type of
subject matter presented in environmental

disclosure in annual reports.

RQ,;: Based on the profitability of a company,
there is no difference in the type of
information presented in environmental
disclosure in annual reports.

RQ,y¢ Based on the profitability of a company,
there is no difference in the location of
environmental disclosure presented in annual

reports.

RQy: Based on the profitability of a company,
there is no difference in the tense of
information presented in environmental
disclosure in annual reports.

{S) What portion of environmental disclosure found in
annual reports falls within the domain of accounting?

Stage II

(6) What is the nature of the environmental reports which
have become a communication vehicle in recent years?

This question does not lend itself to research
questions stated in the null form. Rather, this
question shall be addressed through a description
of the information found during the data collec-

tion.
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(7) How does the disclosure in environmental reports
compare with the disclosure in annual reports?

RQ,;: There is no difference between annual
reports and environmental reports with
regard to the quantity of environmental
disclosure.

RQ;: There is no difference between annual
reports and environmental reports with
regard to the type of subject matter pres-
ented in environmental disclosure.

RQj: There is no difference between annual
reports and environmental reports with
regard to the type of information presented
in environmental disclosure.

RQ,: There is no difference between annual
reports and environmental reports with
regard to the tense of information presented
in environmental disclosure.

Stage III

(8) In 1991, (for the sub-sample), what was the nature of
the sum total of additional environmental disclosure
issued by the corporation?

This guestion does not lend itself to reszarch

questions stated in the null form. Rather, this
question shall be addressed through a description
of the information found during the data collec-

tion.

(9) For the 1991 sub-sample, how dces environmental
disclosure outside the annual report compare with the
disclosure in the annual report?

RQ,;s¢ There is no difference between annual
reports and other additional disclosure with
regard to the gquantity of environmental
disclosure.




RQ,4:

RQ,:

RQp

Stage IV
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There is no difference between annual
reports and other additional disclosure with
regard to the type of subject matter pres-
ented in environmental disclosure.

There is no difference between annual
reports and other additional disclosure with
regard to the type of information presented
in environmental disclosure.

There is no difference between annual
reports and other additional disclosure with
regard to the tense of information presented
in environmental disclosure.

(10) For the 1991 sub-sample, what is the management process
in issuing environmental disclosure? Questions of who
determines the disclosure and why disclosure c.aoices
were made will be explored here.

This question does not lend itself to research
questions stated in the null form. Rather, this
guestion shall be addressed through a description
of the information found during the data collec-

tion.

(11) What role did the accounting function play in the
management and release of environmental disclosure?

This question does not lend itself to research
questions stated in the null form. Rather, this
question shall be addressed through a description
of the information found during the data collec-
tion.




CHAPTER FOUR

RESULTS OF EXAMINING ANNUAL REPORTS

Section 4.1 INTRODUCTION

This chapter focuses on the environmental disclosure found
in the selected sample of annual reports. Section 4.2
reviews the research questions under study. Section 4.3
discusses the data collection and the content analysis
coding. Section 4.4 provides a brief overview of the annual
reports in the context of the four industries. Section 4.5
presents the raw data collected and addresses certain
assumptions regarding the statistical analysis used.

Section 4.6 presents the results of the statistical analysis
of the independent variable Time. Section 4.7 presents the
results of the statistical analysis of the independent
variable Industry. Section 4.8 presents the results of the
statistical analysis of the independent variable Size.
Section 4.9 presents the results of the statistical analysis
of the independent variable Profitability. Section 4.10
analyzes the disclosure in the context of three disclosure
dichotomies outlined in Chapter Two. A conclusion to the

<hapter is found in Section 4.11.

117
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Section ¢.2 RESEARCH QUESTIONS

Several research questions were posed in connection with the
quantity and nature of environmental disclosure. These can
be grouped into four areas of query which focus on four

independent variables: Time, Industry, Size, Profitability.

The question of ¢uantity of disclosure is examined using a
single dependent variable, which provides the number of
sentences devoted to environmental issues. These data are

evaluated with the statistical method of ANOVA.

The question of nature of disclosure is examined using four
classes of dependent variables. These classes are:
I Subject Matter

(with 8 categories/dependent variables);

II Information Type

(with 10 categories/dependent variables);
III Location
(with 4 categories/dependent variables); and
IV Tense
(with 3 categories/dependent variables).
The nature of the disclosure is evaluated using the

statistical method of MANOVA.
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Specifically, the research questions to be addressed have
been stated in null form and grouped according to ..depen-

dent variables, below.

(1) Has the quantity and nature of environmental disclosure
in annual reports in Canada changed over the last 23
years?

RQ,: Over time, there has been no difference in
the quantity of environmental disclosure
presented in annual reports.

RQ,: Over time, there has been no difference in
the type of subject matter presented in
environmental disclosure in annual reports.

RQy: Over time, there has been no difference in
the type of information presented in
environmental disclosure in annual reports.

RQ,: Over time, there has been no difference in
the location of environmental disclosure
presented in annual reports.

RQ;: Over time, there has been no difference in
the tense of information presented in en-
vironmental disclosure in annual reports.

(2) Are there industry differences in the quantity and
nature of environmental disclosure in annual reports in
Canada?

RQ,: On an industry basis, there is no difference
in the quantity of environmental disclosure
presented in annual reports.

RQ;: On an industry basis, there is no difference
in the type of subject matter presented in
environmental disclosure in annual reports.

RQ,: Oon an industry basis, there is no difference
in the type of information presented in
environmental disclosure in annual reports.




RQ,:

RQ,o?
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Oon an industry basis, there is no difference
in the location of environmental disclosure
presented in annual reports.

Oon an industry basis, there is no difference
in the tense of information presented in en-
vironmental disclosure in annual reports.

(3) 1Is there a relationship between the sise of a company
and the quantity and nature of environmental disclosure

in annual reports produced by the company?

RQ,,:

RQ,;¢

RQ;5:

RQy,:

RQ,s:

RQ6:

RQ;;:

Based on the size of a company, there is no
difference in the quantity of environmental
disclosure presented in annual reports.

Based on the size of a company, there is no
difference in the type of subject matter
presented in environmental disclosure in
annual reports.

Based on the size of a company, there is no
difference in the type of information
presented in environmental disclosure in
annual reports.

Based on the size of a company, there is no
difference in the location of
environmental disclosure presented in annual

reports.

Based on the size of a company, there is no
difference in the tense of information
presented in environmental disclosure in
annual reports.

(4) Is there a relationship between the profitability of a
company and the quantity and nature of environmental
disclosure in annual reports produced by the company?

Basec on the profitability of a company,
there is no difference in the quantity of
environmental disclosure presented in annual
reports.

Based on the profitability of a company,
there is no difference in the type of
subject matter presented in environmental
disclosure in annual reports.
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RQ,;s: Based on the profitability of a company,
there is no difference in the type of
information presented in environmental
disclosure in annual reports.

RQ,y: Based on the profitability of a company,
there is no difference in the location of
environmental disclosure presented in annual
reports.

RQy,: Based on the profitability of a company,
there is no difference in the tense of

information presented in environmental
disclosure in annual reports.

(5) What portion of environmental disclosure found in
annual reports falls within the domain of accounting?

Section 4.3 DATA _COLLECTION

Annual reports wers obtained in paper or fiche form from the
following libraries: Western Business School Library,
London Public Library, Administrative stdhies Library at
York University and the Metropolitan Reference Library in
Toronto. From these locations, 183 of the 186 reports in
the sample were obtained. (Section 4.4 explains why the

main sample consisted of 186 and not 200 reports.)

The three annual reports that were missing were ordered from
Micromedia. (Micromedia retains microform copies of all
Oontario Securities Commission Filings.) Micromedia was

unable to locate the three reports in question. The

conmpanies which produced the reports were contacted and the
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three reports were requested. Two of the reports were for

1969 and the other was for 1979. The companies were unable

to provide copies dating that far back.

Therefore, the sample under investigation consisted of 183
annual reports. Table 11 found just before Section 4.5
identifies, by company and industry, the 183 annual reports

analyzed and the 17 that were unobtainable.

Each annual report was coded in its entirety by me using the
Data Coding Sheet found in Appendix B. In order to ensure
the reliability of the coding, a second judge was used to
test the coding on a sample basis. The second judge was a
recent MBA graduate. The second judge's sample was
established by selecting ten annual reports from each
industry on a random basis for a total of 40 annual reports.
(Note: if the report was only available on fiche at the
Metropolitan Library or at York University it was replaced

with another selection. This was done tc avoid the judge's

travelling to Toronto.)

The second judge received training through an hour and a
half briefing and a 50 page instruction guide. The
instruction guide consisted of the following:

(1) a list of the annual reports to be coded by the

second judge;
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(2) a 12 page description of content analysis in
general and the categories to be used specifically
for this study;

(3) a 13 page list of key terms used to extract
sentences for coding;

(4) an eight page guide of constructed sentences to
show all possible combinations of subject matter
and information type;

(5) a three page content analysis protocol to outline
the approach to coding;

(6) a six page detailed description of the categories
on the coding sheet; and

(7) a six page guide to determining tense, extracted

from The Elements of Grammar (Shertzer, 1986).

The second judge was asked to review the guide and ensure
that the instructions were clear before coding was begun.
During the coding, the second judge posed a few questions

for clarification.

The inter-rater reliability between the first and second
judge was calculated using the percentage of each annual
report that was coded in agreement. On this basis, the
overall level of reliability achieved was 84.02%. The
inter-rater reliability was also calculated on the basis of

sentence identification only. The reliability for this
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measurement was 90.45%. Per Kassarjian (1977, p. 14)
"researchers can be quite satisfied with coefficients of
reliability above 85 percent. Studies with reported
reljabilities of less than 80 percent should be treated with

suspicion.” Thus, the inter-rater levels of reliability

achieved are acceptable.

8ection 4.4 DESCRIPTION OF DATA

This section provides a brief overview of the nature of the

annual reports selected for examination.

4.4.1 Investment management industry

Beczuse of the nature of this industry in Canada, it was not
possible to obtain 10 companies that had been in this
industry, incorporated prior to 1969 and publicly traded
from 1369 onwards. Therefore, for some of the companies
selected it was not possible to obtain 1969 and 1979 annual
reports. Specifically, there are six companies in the
sample for 1969 and 1979. The sample has 10 companies for

the years 1989, 1990 and 1991.

The investment management companies range fromr total assets
of less than $10 million to over $2 billion in 1991. Except

for a couple of the small companies, the industry is
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profitable for each of the five years under study. While
the annual reports for the larger companies are similar to
annual reports found for other industries, many of the
reports reviewed for this industry were very plain in
appearance - no graphics, no photos, limited colour - and

they contained almost no voluntary information.

4.4.2 Mining industry

There are a sufficient number of mining companies in Canada
that were incorporated ar® publicly traded from 1969 onwards
to ensure a sample of 10 companies with annual reports that
should have been available for each of the five years in
gquestion. However, it was not possible to obtain 3 annual
reports for the sample. Therefore, there are eight
companies in the sample for 1969, nine companies in the
sample for 1979 and 10 companies in the sample for 1989,

1990 and 1991.

Many of the mining companies are small, (i.e., with total
assets in 1991 of less than $10 million). For the most
part, these small companies are primarily engaged in
exploration. Many of the companies in the sample suffered
financial losses during the years under review. There are

three companies in the sample that during at least one of
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the years under review had retained earnings in a deficit

position.

There are a sufficient number of oil and gas companies in
Canada that were incorporated and publicly traded from 1969
onwards to ensure a sample of 10 companies with annual
reports available for each of the five years in question.
Therefore, there are 10 companies in the sample for 1969,

1979, 1989, 1990 and 1991.

The selectcd sample is comprised of various types of
companies. Many of the companies are small, (i.e., with
total assets in 1291 of less than $10 million). Some of
these companies engage primarily in exploration. Some of
the companies are subsidiaries controlled by large oil and

gas parent companies. There are no clear cut trends on

profitability.

4.4.4 Pulp and paper industry

Because of the nature of the pulp and paper industry in
Canada, there were only 11 companies that were incorporated

prior to 1969. Not all of these were publicly traded during

1969 and 1979. One of the companies was not in the pulp and
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paper industry in 1969. The eleventh company that was not
chosen for the sample was not publicly traded in 1969 and
1979. The sample consists of six companies for 1969, eight

companies for 1979 and 10 companies for 1989, 1990 and 1991.

Nine of the ten companies in the sample have total assets
greater than $100 million in 1991. Four of the ten
companies have total assets greater than $1 billion in 1991.
Thus, the sample consists of large companies. he pulp and
paper industry has suffered substantial financial losses in

1990 and 1991 and most of the companies in the sample

suffered losses during one or both of these years.
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Table 11
Annual Reports Obtained and Analyzed
* = coded (183 reports in total)
SHP = Shares Held Privately (13 reports in total)

ARM = Annual Report Missing (3 reports in total)
NSM = Not in Same Industry (1 report in total)

1969 1979 1989 1990 1991

INVESTMENT

MANAGEMENT

Canadian General %* * * * *
Economic Investment * * * * *
Garbell Holdings SHP SHP * * *
MPG Investment * * * * *
Pioneer LifecCo SHP SHP * * *
Power Corporation * * * * *
Power Finaricial Corp. SHP SHP * * *
Third Canadian Gen. * * * * *
Trans Rampart SHP SHP * * *
United Corporations * * * * *
MINING

Anglo Dominion * * * * *
Brunswick Mining * * * * *
Canada Tungsten * * * * *
Moneta Porcupine * * * * *
NSR Resources & * * * *
Newhawk Gold Mines ARM ARM * * *
Nova Beaucage * * * * *
Redstone Resources * * * * *
Tintina Mines ARM * * * *
Win-Eldrich Mines * * * * *
OIL AND GAS

American Leduc * * * * *
First Calgary Pet. * * * * *
Numac 0il & Gas * * * * *
Place Resources * *® * * *
Prairie 0il Royalties * * * * *
Ram Petroleuns * * * * *
Scurry~Rainbow 0il * * * % *
Sogepet Limited * * * * *
Trans-Dominion Energy * * * * *
United Reef Petrlm. * * * * *
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Table 11 (Cont.)
Annual Reports Obtained and Analyzed
* = coded (183 reports in total)
SHP = Shares Held Privately (13 reports in total)
ARM = Annual Report Missing (3 reports in total)
NSM = Not in Same Industry (1 report in total)

1969 1979 1989 1990 1991

PULP AND PAPER

Abitibi-Price Inc. * * * * *
Cdn. Pacific Forest * * * * *
Donohue Inc. * * * * *
Fletcher Challenge * * * * *
Quebecor SHP * * * *
Repap Enterprises SHP SHP * * *
Rolland Inc. * * * * *
Roman Corp. NSM * * * *
Scott Paper * * * * *
West Fraser Timber SHP SHP * * *

Section 4.5 RAW DATA AND STATISTICAL ASSUMPTIONS

Raw data results are presented in three tables and three
figures. The raw data results for Sentence Count over Time
by Industry are listed in Table 12 and the mean number of
sentences is graphed in Figure 1. The raw data results for
Sentence Count over Time by Size are listed in Table 13 and
the mean number of sentences is graphed in Figure 2. The
raw data results for Sentence Count over Time by

Profitability are listed in Table 14 and the mean number of

sentences is graphed in Figure 3.
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Mean # of Sentences
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Disclosure Trends
By Industry

Figure 1

Disclosure Trends over Time by Industry
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Figure 2

Disclosure Trends over Time by Size
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Disclosure Trends
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Figure 3

Disclosure Trends over Time by Profitability
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Many of the cells in Tables 12, 13 and 14 have a value of
zero, indicating that no disclosure of the specified type
was found. This can be informative in and of itself for it
indicates categories where a change has taken place from no
disclosure to disclosure. However, this does not lend
itself to statistical analysis. Such cells have means of
zero and standard deviation of zero. including zero cells
in the statistical analysis renders the mean square error

term and interpretation of the results ambiguous at best.

Therefore, for the independent variables Industry, Size and
Profitability, data have been aggregated across time (as
suggested by Paunonen and Gardner, 1991). Even after
aggregation, several of the categories of the dependent
variables have zerco-value cells at certain levels. These
zZero-value cells are identified, as appropriate, under each
combination of independent and dependent variable and the
categories to which they pertain are eliminated from the
statistical analysis. In order to consider the information
provided by the zero-value cells, Section 4.10 provides a

comprehensive analysis which includes all zero-value cells.

The independent variable Time is evaluated on a repeated

measures basis.
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Analvsi ith Indust sj  Profitabilit

Quantity of information is analyzed under the variables
Industry, Size and Pro“itability using analysis of variance
(ANOVA). When using ANOVA, which produces an F test,
certain assumptions are made about the nature of the data.
These assumptions are: (1) samples are selected randomly and
independently from the respective populations; (2) all
population probability distributions are normal; and (3)

population variances are equal.

The first assumption of random selection has been met and

through aggregation, independence is achieved.

Based on the results of the Kolmogorov-Smirnov goodness of
fit test, the second assumption of normality is not met.
However, Kirk (1982, p. 75) indicates that "the F test is
quite robust with respect to violation of the normality

assumption.*”

The third assumption, was tested with the Cochrans C test
for homogeneity of variance and it was found that this
assumption of equality of population variances is not met.
Kirk (1982, p. 78) indicates that when sample n's are equal
"there is little reason to test the homogeneity of variance

assumptions prior to performing an analysis of variance."
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While the sample n's under study are not equal, the
differences should not be substantial enough to influence
the interpretation of significance level. Tabachnick and
Fidell (1989, p. 324) would appear to support this. They
indicate that to ensure robustness, the ratio of the largest
to smallest sample size should not be greater than four to
one. As the ratio of largest to smallest in the samples
under study is only 29 to 11 (for profitability), it would

seem that the robustness of the F test can be relied upon.

Where ANOVA results are found to be significant at a level
of p <= .05 a posthoc analysis of means is used to determine
which means differ. This is conducted using a Dunn's t

multiple comparison test, again with a significance level of

p <= .05.

Nature of information is analyzed under the variables
Industry, Size and Profitability using multiple analysis of
variance (MANOVA). When using multivariate analysis of
variance (MANOVA) certain assumptions are made about the
nature of the data. These assumptions include: (1) samples
are selected randomly and independently from the respective
populations; (2) all population probability distributions

are normal; and (3) population variances are equal.




139
The first assumption of random selection has been met and

through aggregation independence is achieved.

Although the assumption of normality is not met, Tabachnick
and Fidell (1989, p. 378) indicate that if there are at
least 20 degrees of freedom in the error term in the
univariate case that MANOVA ics ropust. After aggregation
and elimination of zero cells, the degrees of freedom in the
various univariate analyses are sufficient to ensure that
MANOVA is robust enough to withstand the violation of the

normality assumption.

The third assumption of homogeneity of variance is also
violated. However, the key to robustness lies in both the
number of dependent variables used and the extent to which
sample sizes are unequal. The greatest discrepancy in
sample size occurs in the independent variable Size which
has a ratio of 29 to 11. While this is less than ideal, it
should still render the Manova sufficiently robust. Because
of this violation, Pillai's criterion is used instead of
Wilk's Lambda to evaluate multivariate significance.

Tabachnick and Fidell indicate that Pillai's criterion is

more robust.

Where MANOVA results are found to be significant at a level

of p <= .05, a univariate analysis is undertaken (using the
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same level of significance (p <= .05) per Hummel and Sligo,
1971). Where the univariate results are significant, a
posthoc analysis of means is used to determine which means
differ. This is conducted using a Dunn's t multiple

comparison test, again with a significance level of p <=

005.

Analysis with Time

Both quantity and nature of information under the variable
Time are analyzed using a repeated measures MANOVA. The
discussion above, concerning MANOVA statistical assumptions
and analysis of results applies to the variable Time as
well. However, there is one additional assumpticn that is
required for the within subjects analysis that is used in a
repeated measures design. That is the assumption of
sphericity. 1In cases where the assumption of sphericity is
violated, an adjustment is made to the degrees of freedom
using the Huynh-Feldt Epsilon (Norusis, 1990, p. B-119) and

the F ratio is re-evaluated accordingly.

Table 15 presents the mean number of sentences found by
independent variable prior to adjustment for missing annual
reports and zero-value cells. This is followed by Table 16
wnich lays out a guide to 16 further tables which present

the mean number of sentences for each level of the dependent
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variables: Subject Matter, Information Type, Location and
Tense. These 16 tables are interspersed with the results of

the analysis.

Table 15

Mean Number of Sentences by Independent Variable

TIME 1269 1979 1989 1990 1991
3.233 3.212 10.400 15.025 19,225
n = 30 n = 33 n = 40 n = 40 n = 40
INDUSTRY Investment Pulp &
0.096 3.553 1.700 39.388
n = 42 n = 47 n = 50 n = 44
SIZE Small Medjum Large
0.297 2.881 26.808
n = 64 n = 51 n = 68

PROFITABILITY Low High
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Table 16
Upcoming Tables Which Present Results
for Each lLevel of the Dependent Variables

VARIABLE fQuant- |Sub- Infor- Signif.
3 ject mation Results

Matter

Industry jTable

Section 4.6 - \' -

4.6.1 Quantity of disclosure over time

A repeated measures design requires that each year include
annual reports from the same companies as the other years.
Therefore, because 1969 represents the year with the fewest
annual reports, 30, it is the companies which provided these
reports that are retained for the remaining years after
1969. Thus, this repeated measures analysis produces a 5
cell design with 30 annual reports per cell. The means and

standard deviations are presented in Table 17.
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Table 17
Quantity over Time
Mean number of sentences

(Standard deviation)

| laseo 170 [ioss  [1990  lisen |

Sentence 3.233 3.333 11.667 15.933
cOunt (10 166) | (11.211) (22.553) 1(25.194)

The repeated measures analysis indicates that the following

contrasts are statistically significant. 1In other words,
the quantity of disclosure differs between the following
years:

1991 quantity is > 1979;

1991 quantity is > 1969;

1990 quantity is > 1979; and

1990 quantity is > 1969.

Therefore, I have to reject the null form of RQ,. I
conclude that, over time, there has been a statistically
significant (p <= .05) difference in the quantity of
environmental disclosure presented in annual reports. This
difference takes the form of an increase in the quantity of
disclosure. However, it should be noted that this increase

appears to be incremental as the difference between adjacent

years or adjacent decades is not statistically significant.
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The means and standard deviations for the various levels of

subject matter over time are outlined in Table 18. Because

subject matter categories 2--By-products, 5--Site
Restoration and 7--Policy have zero-value cells they were
eliminated from the analysis. (Note that the analysis

includes the 30 companies reporting in 1969.)

A repeated measures MANOVA was performed and the results
indicate that subject matter does differ over time.
Therefore, I have to reject the null form of RQ,. I
conclude that, over time, there has been a statistically
significant (p <= .05) difference in the type of subject
matter presented in environmental disclosure in annual
reports. Subject matter has changed over time for the
following categories and between the following ysars:
= 1--Product:
1991 use is > 1969;
1991 use is > 1979; and
1989 use is > 1969.
= 6--External Demands:
1991 use is > 1969; and
1991 use is > 1979.
- 8--Management Systems:

1991 use is > 1979.




| (1)
Product

Table

18

Subject Matter over Time

Mean number of sentences

(Standard deviation)

- 196 11979 1989 1990 1991

.433
(1.478)

.600
(2.737)

3.700
(9.033)

3.167
(6.237)

3.933
(8.473)
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(2)
By-product

.000
(.000)

.067
(.365)

.133
(.346)

.367
(1.650)

.733

(2.490)

| (3)
Pollution
Control

1.300
(4.829)

.400
(1.163)

1.000
(2.792)

1.000
(2.519)

1.200
{(3.199)

(4)
Conserva-
tion

.300
(1.149)

1.100
(3.294)

1.200
(2.809)

1.633
(4.986)

1.467
(3.060)

(S)
Site Rest-~-
oration

.000
(.000)

. 000
(.000)

. 167
(.531)

.567
(2.079)

2.067
(4.177)

(6)
§t External
Demands

.500
(1.570)

.967
(4.038)

1.633
(3.899)

2.267
(4.777)

3.300
(6.331)

(7)
Policy

.000
(.000)

.000
(.000)

1.100
(3.220)

.867
(3.159)

.900
(2.833)

(8)
Management
'Systems

Total Mean
# of
Sentences

.700
(2.020)

.200
(.761)

1.000
(2.304)

1.800
(3.718)

11.667

2.333
(4.978)
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4.6.3 Information type over time

The means and standard deviations for the variocus levels of
information type over time are outlined in Table 19.

Because information type categories 4--Risk Management-
Quantitative and 10--Non-specific have zero-value cells they

were eliminated from the analysis. (Note that the analysis

includes the 30 companies reporting in 1969.)
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Table 19
Information Type over Time
Mean number of sentences

(Standard deviation)

(1)
Dollars

. 167
(.531)

. 700
(1.579)

1.300
(3.030)

2.300
(4.829)

(2)
Financial
Impact

133
(.434)

.967
(2.297)

.900
(2.171)

2.067
(2.970)

(3)
Risk Mgnmt.
-General

.400
(2.010)

.233
(.817)

367
(.890)

1.000
(2.289)

(4)
Risk Mgmt.
=Quant.

.233
(1.278)

.100
(.403)

.067
(.365)

.133
(.571)

(5)
Risk Mgnmt.
=Comp .

. 067
(.254)

.133
(.571)

.033
(.183)

.167
(.461)

.467
(1.074)

(6)
Acts-~
Quant.

{ .300

.267
(1.015)

.367
(1.159)

.567
(1.612)

.700
(1.705)

(7)
Acts-~-
General

1.667
(5.529)

1.400
(4.680)

4.067
(8.792)

4.767
(9.358}

5.600
(10.417)

(8)
Laws and
Regn.

.367

1 (1.159)

.267
(.785)

.467
(1.224)

1.167
(2.394)

1.833
(3.249)

(9)
General

.367

1 (1.033)

.100
(.403)

2.500
(7.943)

1.600
(3.962)

1.333
(3.809)

(10)
Non-
| Specific

Total Mean
# of
_Sentences

.000
(.000)

.233
(.898)

.500
(1.592)

.767
(2.596)

.500
(1.333)

15.931
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A repeated measures MANOVA was performed and the results
indicated that information type does differ over time.
Therefore, I have to reject the null form of RQ,. I
conclude that, over time, there has been a statistically
significant (p <= .05) difference in the type of information
presented in environmental disclosure in annual reports. It
was found that information type has changed over time for
the following categories and between the following years:
- 1--Dollars:
1991 use is > 1969;
1991 use is > 1979; and
1991 use is > 1989.
- 2--Financial Impact:
1991 use is > 1969;
1991 use is > 1979;
1991 use is > 1989; and
1991 use is > 1990.
- 7--Acts/Processes-General:
1991 use is > 1969;
1991 use is > 1979; and
1990 use is > 1979.
- 8--Laws and Regulation:
1991 use is > 1969;

1991 use is > 1979; and

1991 use is > 1989.
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4.6.4 Location of information over time

The means and standard deviations for the various levels of
location of information over time are outlined in Table 20.
Because location of information category 2-Management
Discussion and Analysis has zero-value cells it was
eliminated from the analysis. (Note that the analysis

includes the 30 companies reporting in 1969.)

A repeated measures MANOVA was performed and the results
indicate that location of information does change over time.
Therefore, I have to reject the null form of RQ,. I
conclude that, over time, there has been a statistically
significant (p <= .05) difference in the location of
environmental disclosure presented in annual reports. It
was found that location of information has changed over time
for the following categories and between the following
years:
- 1--Financial Statements:
1991 use is > 1969;
1991 use is > 1979; and
1991 use is > 1989.
-~ 4-=-Corporate Overview:

1991 use is > 1969; and

1991 use is > 1979.
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Table 20
Location of Information over Time
Mean number of sentences

(Standard deviation)

.233
(.626)

.800
(1.495)

1.667
(2.644)

{2) Mgmt.
IDisc. and
i Analysis

. 767
(2.269)

1.467
(4.175)

2.433
(4.599)

(3) Letter
to Share-
| holders

1.767
(4.207)

3.267
(6.868)

2.567
(4.454)

(4)

7.167

6.133
(15.339)

9.267
(17.861)

Corporate | (18.248)
Overview

Total Mean |
# of !
LSgntencesiw

4.6.5 Tense_of information over time

The means and standard deviations for the various levels of
tense of information over time are outlined in Table 21. As
there were no zero-value cells, no categories needed
deletion. (Note that the analysis includes the 30 companies

reporting in 1969.)

A rcpeated measures MANOVA was performed and the results

indicate that tense of information does differ over time.
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Therefore, I have to reject the null form of RQ;. I
conclude that, over time, there has been a statistically
significant (p <=.05) difference in the tense of information
presented in environmental disclosure in annual reports. It
was found that tense of information has changed over time
for the following categories and between the following
years:
- l--Past Tense:
1991 use is > 1969; and
1991 use is > 1979.
- 2--Present Tense:
1991 use is > 1969;
1991 use is > 1979; and
1989 use is > 1969.
= 3--Future Tense:
1991 use is > 1969; and

1991 use is > 1979.
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Table 21
Tense of Information by Time
Mean number of sentences

(Standard deviation)

i (1) ; 1.100 3.567 4.233 6.233
§ Past 3 (3.478) (8.419) (8.144) (9.895)

(2) 1.600 4.967 5.867 7.367
| Present (5.347) [(11.171) [ (12.233) |(12.475)

| (3) .633 1.400 1.567 2.333
| Future | (2.512) | (3.125) | (3.191) | (4.s51)

Total Mean
# of j 15.933

Sentences

4.6.6 ct time on 4@ su

The various analyses undertaken indicate that environmental
disclosure has increased incrementally over time with no
statistically significant increase between decades or years.
This finding is consistent with recent surveys outlined in

Chapter One (Blunn, 1992; and Harris 1992).

In addition to examining whether or not there has been an
increase in disclosure, this thesis examines the cateyories

in which the increase in disclosure is evident. Under the
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categories of subject matter, information type, location of
information and tense of information I established that this
increase in disclosure appears in only some of the

categories. Table 22 summarizes which categories reflect an

increase in environmental disclosure.
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Table 22
S8ignificant Differences due to Time

(* = significant at p <= .05)

| [
| |
t f
‘ i x
| suBJECT MATTER || * * x|
Product | :
[ t
‘ External { * * ‘
: Demands |
| Manageaxent | * |
i Systems i
| INFO. TYPE |« * * |
‘ Dollars :
Financial ! * * * * ‘
; Impact i §
}
Acts-~ | * * f
General ; L
Non- | - *
Specific |
LOCATION |+ * *
Fin. stmt. j ;
f
Corporate | * * :
Overview { ‘
TENSE [ * *
Past i
[ Present ; * * *
ﬂ Future i * *
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Section 4.7 - v -

4.7.1 Quantity of disclosure by jindustry

The variable Industry was analyzed by aggregating the
information over the five years on an industry basis. This
produces a 4 cell desigr with 10 aggregate measures in each
cell. The means and standard deviations are presented in

Table 23.

Table 23
Quantity by Industry
Mean aggregate number of sentences
(Standard deviation)

Investment Hinlng 0il and Pulp and
ﬂanagement Gas Paper

Sentence .467 17.033 8.500 214.008
| count. (1.033) | (43.836) | (9.132) | (219.597)

An ANOVA was performed and the results indicate that the

following contrasts are statistically significant. 1In other
words, the quantity of disclosure differs between the
following industries:
Pulp and Paper quantity is > Investment Management;
Pulp and Paper quantity is > Mining; and

Pulp and Paper quantity is > Oil and Gas.
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Therefore, I have to reject the null form of RQ,. I
conclude that, on an industry basis, there is a
statistically significant (p <= .05) difference in the

quantity of environmental disclosure presented in annual

reports.

4.7.2 Subject matter by industry

The means and standard deviations for the various levels of
subject matter by industry are outlined in Table 24. The
investment management industry has a large number of zero-
value cells and therefore has been deleted from the
analysis. As well, because subject matter categories 4--

Conservation and 7--Policy have zero-value cells they were

eliminated from the analysis.
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Table 24
Subject Matter by Industry
Mean aggregate number of sentences
(Standard deviation)

Investment | Mining Oil and Pulp and
Management | [ Gas _____ | Paper

.267 1.400 .700 67.383
(.584) (4.427) (1.337) (69.572)

(1)
‘Product

.400
(1.265)

4.367
(8.623)

2.300
(6.929)

(2)
By-procuct

1.300 .300 21.308

[ (3)
(.000) (3.466) (.675) (21.274)

Peollution
| Control

| (4)
i Conserva-
| tion

{ (5)
| Site
| Restoration

| (6)
| External
f Demands
E (7)
Policy

.000 1.100 . 000 37.500
(.000) (3.479) (.000) (44.767)

.000 3.800 4.100 1.000
(.000) (9.199) (4.677) (1.764)

.200 2.833 2.600 43.367
(.632) (6.496) (4.142) (48.831)

.000 1.167 .000 10.850
(.000) (2.520) (.000) (11.809)

.000 3.133 .400 28.233

| (8)
(7.767) (.699) (25.625)

i Management
| Systems

;Total Mean
| # of
QSentenqesr

17.033 8.502 214.008

A MANOVA was performed and the results indicate that subject
matter differs by industry. Thus, I have to reject the null

form of RQ,. I conclude that, on an industry basis, there
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statistically significant (p <= .05) difference in the type
of subject matter presented in environmental disclosure in
annual reports. Subject matter differs between the
following industries for the following categories:

1--Product:

Pulp and Paper use is > Mining; and

Pulp and Faper use is > 0il and Gas.
- 3--Pollution Control:

Pulp and Paper use is > Mining; and

Pulp and Paper use is > 0il and Gas.
- 6--External Demands:

Pulp and Paper use is > Mining; and

Pulp and Paper use is > 0il and Gas.
- 8--Management Systenms:

Pulp and Paper use is > Mining; and

Pulp and Paper use is > 0il and Gas.

4.7.3 Informatjon tvpe by industry

The means and standard deviations for the various levels of
information type by industry are outlined in Table 25. The
investment management industry has a large number of zero-
value cells and therefore has been deleted from the
analysis. As well, because information type categories 5--

Site Restoration and 6--Acts/Processes-Quantitative have

zZero-value cells they were eliminated from the analysis.
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Table 25
Information Type by Industry
Mean aggregate number of sentences

(Standard deviation)

nvestment 0il and Pulp and
anagement 7 Gas Paper

(1) ! 3.500 1.400 18.375
Dollars 5 (10.058) (1.838) (17.814)

(2) 3 2.300 2.400 13.750
i Financial | (6.001) | (2.836) (12.459)
Impact

(3) 5 1.267 .200 7.823

Risk Mgmt. | (3.460) (.422) (7.663)
- General ’

(4) ; .300 .100 1.200
Risk Mgmt. | (.949) (.316) (3.458)
- Quant.

(S) | . 867 .000 4.692
Risk Mgmt. | (1.642) (.000) (5.145)
- Comp. :

(6) | .300 .000 11.925

Acts~- 1 (.949) {.000) (14.558)
Quantified §

(7) ? 4.967 1.500 100.267
| Acts- | (12.410) | (2.068) (109.230)
General ‘

(8) ? 1.867 2.300 12.783
Laws and | (3.985) | (3.622) (12.687)
Regn. ]

(9) i 1.567 .300 26.917
General : (4.400) (.675) (24.781)

(10) f .100 .300 16.267
Non- : (.316) (.675) (32.516)
Specific

Total Mean |
# of 5 17.033 214.008

1 Sentences
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A MANOVA was performed and the results indicate that
information type does differ by industry. Therefore, I have
to reject the null form of RQ,. I conclude that, on an
industry basis, there is a statistically significant (p <=
.05) difference in the type of information presented in
environmental disclosure in annual reports. It was found
that information type differs between the following
industries for the following categories:
- l-=Dollars:
Pulp and Paper use is > Mining; and
Pulp and Paper use is > 0il and Gas.
- 2-=-Financial Impact:
Pulp and Paper use is > Mining; and
Pulp and Paper use is > 0Oil and Gas.
- 3--Risk Management-General:
Pulp and Paper use is > Mining; and
Pulp and Paper use is > 0il and Gas.
- 7--Acts/Processes-General
Pulp and Paper use is > Mining; and
Pulp and Paper use is > 0il and Gas.
- 8~-Laws and Regqulations:
Pulp and Paper use is > Mining; and
Pulp and Paper use is > Oil and Gas.
- 9--General:
Pulp and Paper use is > Mining; and

Pulp and Paper use is > 0il and Gas.
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The means and standard deviations for the various levels of
location of information by industry are outlined in Table
26. The investment management industry has a zero-value

cell and therefore has been deleted from the analysis.

A MANOVA was performed and the results indicate that
location of information does differ by industry. Therefore,
I have to reject the null form of RQ,. I cconclude that, on
an industry basis, there is a statistically significant (p
<= ,05) difference in the location of environmental disclos-
ure presented in annual reports. It was found that location
of information differs between industries for the following
categories:

- 1--Financial Statuments:

Pulp and Paper use is > Mining.
- 2--Management Discussion and Analysis:

Pulp and Paper use is > 0il and Gas.

3-~Letter to Shareholders:
Pulp and Paper use is > Mining; and
Pulp and Paper use is > 0il and Gas.
- 4-~Corporate Overview:
Pulp and Paper use is > Mining; and

Pulp and Paper use is > 0il and Gas.
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Table 26
Location of Information by Industry
Mean aggregatc number of sentences

(Standard deviation)

Investment

. Management
(1) 1.600 11.267
Financial (3.406) (12.580)

Statenents

(2) 4.367 16.825
Mgmt. Disc. (13.233) (16.372)
and Analysis

(3) : 5.333 32.642
Letter to (12.731) (16.681)
Shareholders

(4) 5.733 153.275
Corporate (15.255) (203.074)
Overview

Total Mean
F of .467 17.033
Sentences : 7

4.7.5 Tense of information by industry

The means and standard deviations for the various levels of
tense of information by industry are outlined in Table 27.
The investment management industry has a zero-value cell and

therefore has been deleted from the analysis.

A MANOVA wvas performed and the results indicate that tense

of information does differ by industry. Therefore, I have




to reject the null form of RQ,.
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I conclude that, on an

industry basis, there is a statistically significant (p <=

.05) difference in the tense of information presented in en-

vironmental disclosure in annual reports.

It was found that

tense of information differs between industries for the

following categories:

- l--Past:

Pulp and

Pulp and Paper

- 2=--Present:
Pulp and
Pulp and

- 3--Future:
Pulp and
Pulp and

Paper

Paper

Paper

Paper

Paper

use

use

use

use

use

use

is
is

is

is

is

is

Mining;

Nil and

Mining;

0il and

Mining;
0il and

and

Gas.

and

Gas.

and

Gas.
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Table 27
Tense of Information by Industry
Mean aggregate number of sentences

(Standard deviation)

Investment | Mining ¢il and
Management | 4c¢as |

3.800 79.542
(3.994) (72.460)

7.833 4.100 108.483
(20.211) (4.771) (127.300)

2.000 .600 25.983
(6.325) (1.075) (24.367)

| Total
Mean
# of
Sentences

214.008

4.7.6 Effect of industry on disciosure

The various analyses undertaken indicate that the extent of
environmental disclosure differs by industry. This finding
is consistent with recent the work done by Thompson, Olsen

and Dietrich (1987); and United Nations Economic and Social

Council (1992).

In addition to examining whether or riot ther  are
cifferences in disclosure, this thesis examines the

categories in which the increase in disclosure is evident.
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Under the categories of subject matter, information type,
location of information and tense of information I
established that this difference in disclosure appears in
only some of the categories. Table 28 summarizes which

categories reflect differences in environmental disclosure.

Table 28
Significant Differences due to Industry

(* = significant at p <= .05)

.
Pulp & Paper >
0il & Gas

* % !

| SUBJECT MATTER
Product

Pollution
Control

External * *
Demands
Management * *
Systems
INFO. TYPE * *
Deollars
Financial * *
Impact
Risk Mgnmt. * *
- General
* *

Acts-
General

Laws and
Regulations

General
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Table 28 (Cont.)
Significant Differences due to Industry

(* = significant at p <= .05)

Fin. Stmt.

Mgmt. Disc.
& Analysis

Letter to
Shrnldr.

Corporate
Overview

i TENSE
Past

Present

Future

Section 4.8 RESULTS - INDEPENDENT VARIA -

4.8.1 Quantity of disclosure by size

The variable Size was based on total assets. Small
companies are those which have total assets less than or
equal to $10 million. Medium companies are those which have
total assets greater than $10 million but less than $100
million. Large companies are those that have total assets

greater than or equal to $100 million. The Size variable
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was analyzed by aggregating the information over the five
years on an size basis. (Note that if a company changed
size over the five years, it was classified based on the
most frequently occurring level of size.) This produces a 3
cell design with 13 companies in the small size; 9 in the
medium size and 18 in the large size. The means and

standard deviations are presented in Table 29.

Table 29
Quantity by sSize of Company
Mean aggregate number of sentences

(Standard deviation)

small | ,

*,_ S— o _“

| Sentence 1.846 9.731 127.139
_;ount“ (3 236) (16 725) (190 890)

An ANOVA was performed and the results indicate that the

following contrasts are statistically significant. In other
words, the quantity of disclosure differs between the
following size companies:

Quantity for Large Companies is > Small Companies.

Therefore, I have to reject the null form of RQ,. I

conclude that, on a size bacis, there is a statistically
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significaat (p <= .05) difference in the quantity of

environmental disclosure presentecd in annual reports.

4.8.2 Subject matter by size of company

The means and standard deviations for the various levels of
subject matter by size of company are outlined in Table 30.
Because subject matter categories 2--By-products, 4--
Conservation, and 7--Policy have zero-value cells, they were

eliminated from the analysis.

A MANOVA was performed and the results indicate that subject
matter does not differ by size of company. Therefore, I can
not reject the null form of RQ,,. I conclude that, based on
the size of a company, there is no difference in subject
matter presented in environmental disclosure in annual

reports.
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Table 30

Subject Matter by S8ize of Company

Mean aggregate number of sentences

(Standard deviation)

Small
Companies
<= $10

Medium
Companies

> $10 mill.
and

< $100 mill.

(10.417)

Large
Companies
>= $100

(61.311)

| (2)
i By-product

.556
(1.333)

3J.648
(8.060)

1 (3)
| Pollution
i Control

.222
(.667)

12.505
(18.663)

| (4)
| Conservation

.278
(.833)

21.306
(37.608)

1 (S)
| Site
| Restoration

.462
(1.391)

1.6:37
(3.317)

3.778
(7.329)

| (6)
| External
Demcnds

.538
(1.450)

2.481
(4.857)

25.593
(41.224)

(1)
i Policy

.000
(.000).

.407
(-813)

6.472
(10.123)

| (8)
| Management

Total Mean

| # of

.308
(.63C)

: Sentences

.648
(1.303)

17.102
(23.314)

127.139
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4.8.3 Information type by size of company

The means and standard deviations for the various levels of
information type by size of company are outlined in Table
31. Because information type categories 3--Risk Management
~-General, 4~-Risk Management-Quantified, 5--Risk Management
-Compliance, 6--Acts/Processes-Quantified, 9--General and

10--Non-specific have zero-value cells, they were eliminated

from the analysis.

A MANOV2. was performed and the results indicate that
information type does not differ by size of company.
Therefore, I can not reject the null jorm of RDy,. I
conclude that, based on the size of a company, there is no
difference in information type presented in environmental

disclosure in annual reports.
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Information Type by S8ize of Company

Mean aggregate number of sentences/(Standard deviation)

] i - . LA -
| | small Medium Large
} Companies Companies Companies
| <= $10 mill. | > $10 mill. & | > = $100
(1) : .077 .889 12.431
Dollars I (.277) (1.833) (16.268)
1 (2) f .308 .806 9.681
| Financial (1.109) (1.402) (11.038)
| Impact
| (3) | .oo00 .185 5.167
| Risk Mgnmt. | (.000) (.556) (6.806)
| - General i
(4) | .000 .000 .889
Risk Mgmt. ( (.000) (.000) (2.632)
- Quant. t
b (5) | .000 .546 2.815
Risk Mgmt. | (.000) (.841) (4.467)
| -~ Comp. )
| (6) | .000 .000 6.792
| Acts- f (.000) (.000) (12.147)
| Quantified
b (7) .846 6.324 55.579
! Acts- 1 (1.725) (15.095) (94.490)
| Ceneral l
| (8; .615 .407 8.824
i Laws and (1.446) (.641) (10.836)
|l (9) .000 .463 15.759
| General I (.000) (.942) (22.356)
1 (10) .000 .111 9.204
| Non- (.000) (.333) (25.020)
|specitic |
§Tota1 Mean
| # of 127.139
| Sentences |
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4.8.4 Location of information by size of company

The means and standard deviations for the various levels of
location of information by size of company are outlined in
Table 32. Because location category 2--Management

Discussion and Analysis has zero-value cells it has been

eliminated from the analysis.

A MAIIOVA was performed and the results indicate that
location of information does differ by size of company.
Therefore, I have to reject the null form of RQ,. I
conclude that, based on the size of a company, there has
been a statistically significant (p <= .05) difference in
the location of environmental disclosure presented in annual
reports. It was found that location of information differs
for the following category and size of company:

= 3--Letter to Shareholders:

Large company use is > Small company; and

Large company use is > Medium company.
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Table 32
Location of Information by S8ise of Company
Mean aggregate number of sentences

(Standard deviation)

Small Medium Large
Companies Companies Companies
| <= $10 mill. | > $10 mill. | >= $100
‘ and mill.
< $100 mill

(1) 5 1.231 1.333 7.481
Financial (3.244) (2.693) (10.393)
i Statenments

(2) .000 4.352 10.486
Mgmt. Disc. | (.000) (12.443) (14.745)

| and Analysis

| (3) .308 2.565 20.981
Letter to i (.630) (3.418) (20.299)
| Shareholders |

(4) ; .308 1.481 88.190
Corporate i (.855) (2.042) (166.017)
Overvigw *

Total Mean ?
| # of 127.139

Sentencesr

The means and standard deviations for the various levels of
tense of information by size of company are outlined in
Table 33. Because tense of information category 3--Future

has a zero-value cell it has been eliminated from the

analysis.
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A MANOVA was performed and the results indicate that tense
of information differs by size of company. Thus, I have to
reject the null form of RQ,;. I conclude that, based on size
of company, there has been a statistically significant (p <=
.05) difference in the tense of information presented in en-
vironmental disclosure in annual reports. Tenrce of
information for the following category and size of company:

- 1--Past Tense:

Large company use is > Small company.

Table 33
Tense of Information by S8ize of Company
Mean aggregate number of sentences

(Standard deviation)

Small Medium Large
i Companies Companies Companies
§ <= $10 mill. | > $10 mill. >= $100
! and mill.

47.954
(65.227)

‘ 63.366
Present ] (1.683) (11.757) (106.960)

| (3) | .000 .528 15.819
| Future (.000° (1.253) (21.688)

: Total Mean ‘
# of ; 127.139
} Sentences 1
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4.8.6 Effect of size of company on disclosure

The various analyses undertaken indicate that the extent of
environmental disclosure differs by size of company. This

finding is consistent with research done by Buzby, (1975);

Cowen, Ferreri and Parker, (1987); Lev and Penman, (1990);

Singhvi and Desai, (1971); Thompson, Olsen and Dietrich,

(1987); and Trotman and Bradley, (1981).

In addition to examining whether or not there are
differences in disclosure, this thesis examines the
categories in which the increase in disclosure is evident.
Under the categories of subject matter, information type,
location of information and tense of information I
established that this difference in disclosure appears in
only some of the categories. Table 34 summarizes which

categories ceflect differences in environmental disclosure.

Table 34
S8ignificant Differences due to 8ize of Company

(* = significant at p <= .05)

| LocaTION f
Letter to S/H |

| TENSE
Past




Section 4.9 - A4

The variable Profitability was based on return on total
assets (ROA), (i.e., net income or loss divided by total
assets), on a basis reiative to tha other selected companies

in the same industry. Low profitability companies were

those that had an ROA less than the industry mean. High
profitability companies were those that had an ROA greater
than or equal to the industry mean. This classification
scheme resulted in a 2 cell design with 11 companies being
classified as low profitability companies and 29 companies
beiry classified as high profitability companies. (Note
that if a company changed profitability cateqgories over the
five years, it was classified based on the most frequently

occurring profitability level.) The means and standard

deviations are presented in Table 35.
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Table 35
Quantity by Profitability
Mean aggregate number of sentences
(Standard deviation)
| ROA < ROA >=

| Industry Industry
|l Mean ___|Mean

Sentence 43.455 66.279
Count 1 (79.715) (158.336)

An ANOVA was performed and the results indicate that the

differences are not statistic-lly significant. 1In other
words, the guantity of disclosure does not differ between
the tJo levels of profitability. Therefore, I can not
reject the null form of RQ,. I conclude that, based on the
profitability of 2 company, there is no difference in the

quantity of environmental disclosure presented in annual

reports.

4.9.2 Subject matter by profitability

The means and standard deviations for the various levels of
subject matter by profitalility of conpany are outlined in

Table 36. No zero-value cells were identified and

therefore, no variables were deleted from the analysis.
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Table 36
Subject Matter by Profitability
Mean aggregate number of sentences

(Standard deviation)

| 1 roa < ROA >=
? Industry Industry
L Mean Mean
12.727 19.224
(23.298) (50.448)
[ (2) .273 2.333 |
| By-product (.647) (6.541) 3
| |
} (3) 5.182 5.934
| Pollution (11.712) (14.706)
} Control
| (4) 4.545 11.586 |
| Conservation (10.004) (31.110)
5 (5) .818 2.759 §
| site (1.662) (6.133)
i Restoration j
|
| (6) 8.545 13.655
| External (19.039) (33.337) |
EDemands L
1 (7) 5.273 2.144
| Policy (10.364) (5.945)
| | |
1 (8) [ 6.091 8.644 ;
| Management I (11.691) (19.444)
| Systems | ;
m —— C N 1
| Total Mean f i
j # of 43.455 66.279 %
Sentences_ I ,J
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A MANOVA was performed and the results indicate that subject
matter does rot differ by profitability of a company.
Therefore, ] can not reject the null form of RQ;;. I
conclude that, based on the profitability of a company,
there has been no difference in the type of subject matter

presented in environmental disclosure in annual reports.

4.9.3 Informatio itabilit

The means and standard deviations for the various levels of
information type by profitability of company are outlined in
Table 37. Because information type category 4--Risk
Management-Quantified has a zero-value cell, it has been

eliminated from the analysis.

A MANOVA was performed and the results indicate that
information type does not differ by profitability.
Therefore, I can not reject the null form of RQ,. I
conclude that, bas<. on the profitability of a company,
there has been no difference in the type of information

presented in environmental disclosure in annual reports.
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Information Type by Profitability
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Mean aggrecate number of senterices/(Standard deviation)

ROA <«

| ROA >=
{ Industry Industry
‘ Mean Mean
| .o —

[ (1) 3.636

| Dollars (9.146) (13.433)
1

l(z) 2.727 5.362
! Financial (5.515) (9.591)
| Impact

‘ (3) 1.636 2.644
i Risk Mgmt. (3.668) (5.682)
é - General

| (4) . 000 .552
| Risk Mgnmt. (.000) (2.097)
| = Quant.

i (5) .455 1.744
| Risk Mgmt. (.820) (3.746)
| - Comp.

| (6) 1.455 3.664
| Acts- (3.616) (9.992)
| Quantified

| (7) 17.545 30.184
| Acts- (32.642) (77.724)
| General

| (8) 3.273 4.638
| Laws and (6.857) (8.906)
| Regn.

| (9) 10.818 5.822
;General (20.410) (15.283)
| (10) 1.909 5.023
| Non- (4.527) (19.992)
| Specific

| Total Mean
| # of
;Sentence

43.455

66.279
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4.9.4 ca o

The means and standard deviations for the various leve.s of
location of information by profitability of company are
outlined in Table 38. No zero-value cells were identified

and therefore, no variables were deleted from the analysis.

A MANOVA was performed and the results indicate that
location of information does not differ by profitability.
Therefore, I can not reject the null form of RQ,. I
conclude that, based on the profitability of a company,
there has been no difference in the location of environmen-

tal disclosure presented in annual reports.
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Table 38
Location of Information by Profitability
Mean aggregate number of sentences

(Standard deviation)

ROA < ROA >=
i Industry Industry
Mean

| (1) 4.920
| Financial (8.685)
| Statenments

1 (2) 6.790
| Mgmt. Disc. (6.911) (13.604)
| and Analysis

(3) f 10.440
| Letter to (16.626) (17.130)
{ Shareholders i

(4) ; 44.129
Corporate (61.169) (134.312)
”0verview |

Total Mean |
# of 43.455
‘ Sentences

4.9.5 Tense of information by profjtability

The means and standard deviations for the various levs's Of
tense of information by profitability of company are
outlined in Table 39. No zero-value cellis were identified

and therefore, no variables were deleted from the analysis.

A MANOVA was performed and the results indicate that

information type does not differ by profitability.




Therefore, I can not reject the null form of RQ,. I

conclude that, based on the profitability of a company,

there has been no difference in the tense of information

presented in environmental disclosure in annual reports.

Table 39
Information Tense by Profitability
Mean aggregate number of sentences
(Standard deviation)
‘ ROA >=
! Industry Industry
| Mean e iean

14.273 25.842
(27.291) (55.093)

(2)
Present

20.818 33.626
(40.836) (87.416)

| (3

Future

Total Mean
| # of
Sentences

8.364 ‘ 6.810
(14.773) (17.133)

43.455 66.279

183
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4.9.6 Effect of profitability on disclosure

The various analyses undertaken indicate that environmental
disclosure does not differ by profitability of company. The
literature has had very mixed interpretation of this
variable. There are different definitions of the variable
and in some cases the variable has been treated as
independert while in other cases it has been treated as

dependent.

The findings of this research are consistent with the work
done by Cowen, Ferreri and Parker (1987); Freedman and Jaggi
(1986) ; and Ingram (1978). This research therefore
strengthens one side of the debate about the effect of
profitability and provides evidence to support those that

conclude that profitability has no effect on disclosure.

Section 4.20 EVALUATION OF DISCLOSURE

The environmental disclosure examined in this thesis has
been analyzed in detail to evaluate how time, industry, size
of company and profitability of company influence the
subject matter, information type, location of information
and tense of information of environmental disciosure.

However, it is important to evaluate the disclosure on a

broader basis.
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Thus, the disclosure is evaluated using the three
dichotomies derived from Lev (1992):
- accounting versus non-accounting information;
- regulatory versus voluntary information; and

- retrospective versus prospective information.

Accounting versas non-accounting jnformation

Type of information identifies accounting or non-accounting
information. As outlined in Chapter Three, I believe %that
the first five categories under type of information identify
accounting infr. .ation while the last five categories
identify non-accounting information. These categories are
reviewed as follows:

(1) Accounting information:

- Dollars;

Financial Impact;

Rizk Management-General;

Risk Management-Quantified; and

- Risk Management-Compliance;
(2) Non-Accounting information:

- Acts/Processes-Quantified;

- Acts/Processes-Genaral;

- Laws and Regqulations;

General; and

- Non-specific.
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Requlat lunt inf €]

This dichotomy hus arpitrarily identified certain sections
of the annual report (i.e., location of information)
voluntary and certain sections requlatory as follows:
(1) Regulatory:
- Financial statements; and
- Management Discussion and Analysis.
(2) Voluntary:
- Letter to Shareholders; and

- Corporate Overview.

There is no question that regulatory sections of the annual
report include choices within GAAP or information that is
above and beyond the bare minimum required. Thus using such
a broad brush stroke as section of the annual report to
differentiate regulatory versus voluntary information is

crude at best.

However, there are some important considerations regarding
the credibility of information that combine with this
arbitrary categorization to provide a more sophisticated
analysis of the nature of the information. In descending
order, the Financial Statements are the most credible

section of the annual report because they are audited by an

external, independent accountant. Next, the Management
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Discussion and Analysis section of the report is reviewed,
on a test basis, by the 0SC to ensura that required
information is present. Presumably, the OSC could take
punitive action if it was felt that the Management
Discussion and Analysis section did not meet minimum
requirements. Next, the Letter to Shareholders retains some
degree of credibility because it has the signature of the
CEO and/or president of the company. Therefore, the CEO or
president must be willing to accept the message contained
therein. Finally, the Corporate Overview, or remainder of
the annual report, retains a small amount of credibility

because it is reviewed by the external auditor.

Thus, regulatory information represents more credible

information than voluntary information.

Ret ‘i cive inf ti

No value judgments are passed on retrospective and
prospective information which comprise tense of ;. formation
as follows:
(1) Retrospective:
- Past tense; and
- Present tense;

(2) Prospective:

- Future tense.
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These two types provide different information for different
purposes. Retrospective information is used for ex post,
stewardship reporting. Prospective information is used for
ex ante, decision making purposes. The value of the

information lies with the needs of the user.

Tables 40, 41, 42 and 43 summarize these three information
dichotomies according to time, industry, size of company and

profitability, respectively.

Table 40
Sentence Count b7 Information Dichotomies over Time
Numnber of Sentences

(Percentage of total)

| sPECTIVE

: PRO-
SPECTIVE
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This study found 1989 sentences containing environmental
information amongst 183 annual reports. The total column in
Table 40 and each of the other three tables indicates that
one quarcer of all the sentences analyzed contained
accounting information, leaving three-quarters containing
non-accounting information. These tables also indicate that
seventeen percent of the sentences analyzed were located in
the regulatory sections of the annual report. Therefore, it
becones evident that more accounting information was
produced than regulatory information (25.2 % versus 17.0 %).
Even if all the regulatory information is accounting
information (which it is not, per review of the data coding
sheets) it is safe to conclude that a substantial part of
the accounting information provided on environmental

disclosure is voluntary in nature.

The tables also indicate that far more retrospective
information is provided than prospective information (87.4%
versus 12.6%). Hence environmental disclosure is provided
more for stewardship evaluation than prospective decision
making purposes. Given the extent of voluntary disclosure
(83.0%), it would appear that even in the non-requlated
components of disclosure firms are taking a conservative
approach to revealing future plans with regard to

environmental management.
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Table 40 jillustrates the trend over time for these three
information dichotomies. Fluctuations within these
dichotomies over the years is minimal. Thus, it would seem
that disclosure practices are relatively consistent over
time. There is a possibility that over time, there is a
greater emphasis on regulatory information. However, the
trend is not consistent and the increases are not

subhstantial.

Table 41
Sentence Count by Information Dichotomies by Industry

Number of Sentences

(Percentage of total)

Invest. 01l and
nqmt: Gas

ACCOUNTING
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Table 41 illustrates disclosure by industry for these three
information dichotomies. It is interesting to note that the
pulp and paper industry discloses significantly less
accounting information, as a percentage of its total
disclosure, than each of the other three industries (21.8%
versug half). It could be that this is due to the fact that
they provide significantly more environmental disclosure
than the other industries. Presumably the pulp and paper
industry provides the level of environmental disclosure it
does because it feels a need to communicate with various
stakeholders. It could be argued then that if the industry
wanted to improve its communication then it should provide a
relatively greater extent of accounting information (i.e.,

information useful for decision making purposes).

Of the four industries, the pulp and paper industry also
produces the least amount of regulatory information as a
percentage of total information provided. Again, because
regulatory information is more credible, it could be argued
that if the industry wanted to improve its communication,
then it should provide a relatively greater extent of
information in the regulatory components of the annual

report in order to enhance credibility.

The use of retrospective versus prospective information is

consistent amongst the resource based industries.
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Table 42
Sentence Count by Information Dichotomies by 8ize of Company
Number of Sentences

(Percentage of total)

! Small Medium Large
| <= > $10 mill. >=
] $10 mill. |< $100 mill. | $100 mill. J|

L 1
| ACCOUNTING |

| SPECTIVE

PRO-
| spECTIVE

Table 42 illustrates that the percentage of accounting
information versus non-accounting information is similar
across size of company. However, there are a few
differences in disclosure practices with regard to the
percentage of regulatory disclosure and retrospective
disclosure. As a percentage of total disclosure, medium

companies produce more regulatory disclosure than large

companies (26.5 % versus 15.5 %) and small companies produce
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more regulatory disclosure that medium companies (84.2 %
versus 26.5%). This might be expiained by the fact that
disclosure costs are proportionately higher for smaller
companies and therefore, they are reluctant to disclosure
more information than that which is required. Also, smaller
companies are less visible in the Watts and Zimmerman (1978)
sense and therefore do not feel as compelled to produce

voluntary information.

It appears that the extent of retrospective information
increases as the size of the company decreases. However,
the change in percentages involved is not nearly as dramatic

as in the case of regulatory versus voluntary disclosure.
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Table 43
Sentence Count by Information Dichotomies by Profitability
Number of Sentences

(Percentage of total)

ROA >=
Industry
A onn

Table 43 illustrates that there is little difference in
disclosure practices according to the profitability of a
company. This is consistent with the findings from the more

detailed statistical analysis presented earlier.
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Section 4¢.11 SUMMARY

This chapter focused on the environmental disclosure found
in the selected sample of annual reports. The research
gquestions under study were reviewed and the data collection
and content analysis coding were discussed. After a brief
overview of the annual reports in the context of the four
industries, the results of the statistical analyses were
presented according to the independent variables: Time,
Industry, Size of company and Profitability. Finally, the
disclosure was examined using three information dichotomies:
accounting versus non-accounting information; regulatory
versus voluntary information; and retrospective versus

prospective information.

The sample was randomly selected and therefore, the results
should be generalizable to the population in question.
Howcver, it should be ncted that the population is defined
as companies that were incorporated prior to 1969 and were
publicly traded from 1969 onwards. Once companies are
considered outside this time frame (i.e., outside the five
years in question, 1969, 1979, 1989, 1990 and 1991), or
outside the industries selected, generalizability may break
down. As well, the inability to obtain a complete sample

for the years 1969 and 1979 may have affected the results.
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Nevertheless given these caveats and with regard to the

specific sample under study, it would appear that the

following general conclusions can be made about the effect

of the independent variables:

(1)

(2)

Time has a significant effect on both the quantity of
environmental disclosure provided and on the nature of
environmental disclosure provided. It was found that
the quantity of disclosure differed between the
following years: 1991 was greater than 1969; 1991 was
greater than 1979; 1990 was greater than 1969; and 1990
was greater than 1979. The nature of disclosure also
changed over time for certain pairs of years in certain
categories under all four dependent variables: Subject
Matter, Information Type, Location of information and
Tense of information. (Time was defined as the years

1969, 1979, 1989, 1990 and 1991.)

Industry has a significant effect on both the quantity
of environmental disclosure provided and on the nature
of environmental disclosure provided. It was found
that the quantity of disclosure provided by the pulp
and paper industry was greater than each of the other
thrz2e industries. The nature of disclosure also
differed by industry in certain categories under all

four dependent variables: Subject Matter, Information




(3)

(4)
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Type, Location of information and Tense of information.
(Industry was defined as three resource based
industries - mining, oil and gas, and pulp and paper -
and one non-resource based company - investment

management. )

It should be noted that Industry was the independent
variable that explained the most differences in

disclosure practices.

Size of company has a significant effect on both the
quantity of environmental disclosure provided and on
the nature of environmental disclosure provided. It
was found that the quantity of disclosure provided by
large companies was greater than small companies. The
nature of disclosure also differed by size of company
in certain categories under the dependent variables:
Location of information and Tense of information.
(Size of company was defined as follows: small being
<= $10 million in total assets; medium being > $10
million and < $100 million in assets; and large being

>= $100 million in assets.)

Profitability has no significant effect on the quantity

of environmental disclosure provided or on the nature

of environmental disclosure provided. (Profitability
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was defined as being more or less profitable than the

mean return on total assets of the companies seiected

in that industry.)

By examining the environmental disclcsure using three

information dichotomies it was possible to derive the

following conclusions:

(1)

(2)

(3)

(4)

Use of these dichotomies is relatively consistent

over time.

As a percentage of its total disclosure, the pulp
and paper industry produces a significantly lower
percentage of both accounting and regulatory

disclosure.

As company size decreases the proportion of

regulatory disclosure increases.

Company profitability has no effect on disclosure
practices for any of the three information

dichotonies.




CHAPTER FIVE

RESULTS OF EXAMINING ENVIRONMENTAL REPORTS

S8ection 5.1 INTRODUCTION

This chapter describes the stage of this research which was
designed to examine environmental reports. Section 5.2
outlines the research questions that were posed. Section
5.3 describes the collection of data. Section 5.4 describes
the single environmental report that was found. A brief

summary is offered in Section 5.5.

Section 5.2 RESEARCH QUESTIONS

This stage of the research was designed to examine the
growing trcnd (per Deloitte Touche Tohmatsu International,

1993, for example) of stand-alone environmental reports.

The following questions were to be addressed:

(6) What is the nature of the environmental reports which
have become a communication vehicle in recent years?

(7) How does the disclosure in environmental reporte
compare with the disclosure in annual reports?

RQ,;¢ There is no difference between annual
reports and environmental reports with
regard to the quantity of environmental
disclosure.

199
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RQ,;: There is no difference between annual
reports and environmental reports with
regard to the type of subject matter
presented in environmental disclosure.

RQ,;: There is no difference between annual
reports and environmental reports with
regard to the type of information presented
in environmental disclosure.

RQ,: There is no difference between annual
reports and environmental reports with

regard to the tense of information presented
in environmental disclosure.

S8ection 5.3 DATA COLLECTION

The sample of environmental reports was to consist of all
environmental reports produced by the 40 companies in the
main sample for the five years under study. Environmental
reports were sought from the various libraries as the data

collection for annual reports was taking place.

As a result of the library search, no environmental reports
were found. Therefore, all 40 companies were approached by
phone to confirm whether or not a stand-alone environmental
report had been produced for the years in question. Contact
was made with a representative from all 40 companies.
Depending on the nature of the company, this representative
ranged from an individual in the public relations/corporate

communications department to the Manager, lnvestor Relations

or the Vice~President, Environment. In a few cases, the
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parent company or the parent of a parent company had
produced environmental reports for the period under study
(for example, the parent company of Brunswick Mining and
Smelting and the parent company of Flatcher Challenge
Canada). In one case, for Quebecor, a subsidiary had
produced an environmental report. 1In another case, the
company had not yet produced an environmental report but was
in the midst of developing one. However, there was only one
company in the main sample that had produced an environmen-

tal report. This report was produced for the first time in

1991.

8ection 5.4 DESCRIPTION OF DATA

The single environmental report was produced by Canadian
Pacific Forest Products Limited for 19%1. (Because this
company was included in the interview stage of this

research, it is possible to provide expanded comments on

this document.)

This report is not readily identifiable as an environmental
report. Rather, it takes the form of a 4 page bulletin
which is part of a bulletin serial, "Environmentally
Speaking”. This bulletin serial is produced by the company
and distributed to the general public five or six times a
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year. This was the first environmental report for the

company.

The newsletter vehicle was chosen because there was some
resistance by some of the corporate management groups to
such a publication. Concerns were axpressed as to how such
a report would be received in the marketplace. It was felt
that if such information was provided that the public would
just want more. Also, there was some concern that the

information in the report would not reveal a perfect record.

Nevertheless, the Vice-President, Environment and the Vice-
President, Communications and Governmental Affairs felt that
the report was necessary and were able to produce it because

they had the support of the President.

The company .eceived positive feedback on the first
environmental report which meant that there was support to

produce a full-scale 1992 report.

While the type of analysis that can be performed with one
environmental report is limited, the content analysis coding
of the report is set out below in comparison to the content
analysis coding for the Canadian Pacific Forest Products
annual report for the same year. The number of environmen-

tal disclosure sentences coded in the annual report is 69
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for a 54 page document. The number of sentences coded in
the environmental report is 56 for a four page document.
Thus, the annual report has 23% more environmental

disclosure sentences than the er..ironmental report.

s.4.1 Subject matter

As presented in Table 44, the most significant differences
in disclosure between the annual report and the environmen-
tal report appear to lie in the discussion of product and
by~-products. The annual report is more focused on the

product whereas the environmental report is more focused on

by-products.
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Table 44
Subject Matter in
Annual Report versus Environmental Report For

Canadian Pacific Forest Products Limited - 1991

Number of sentences

— Annual Environmental
| ] Report

Product

By-product

Pollution
Control

Conser-
vation

Site
Restoration

External
Demands

Policy

) Management
Systens

Total # of
Sentences

5.4.2 Information type

As presented in Table 45, the type of information presented

in the annual report differs from the information presented

in the environmental report. The annual report places more
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emphasis on dollars, financial impact and description of
general acts. The environmental report places more emphasis

on all three categories of risk management.

Table 45
Information Type in
Annual Report versus Environmental Report For
Canadian Pacific Forest Products Limited - 1991

Number of sentences

Annual Environmental
‘ ‘ Repo:t Report |

Dollars

Financial
I@Pact

Risk lMgmt.
- General

Risk Mgnmt.
- Quant.

Risk Mgmt.

Acts-
Quantified

Acts-~-
General

Laws and
Regn.

(9) General

(10) Non-
Specific

Total # of
Sentences A
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As presented in Table 46, there appears to be little

difference in the tense used between the two documents.

Table 46
Informacion Tense in
Annual Report versus Environmental Report For
Canadian Pacific Forest Products Limited - 199°

Number of sentences

Environmental
Vgcportr

(1) Past 21

(2) Present ‘ 27

| (3) Future
Total # of |
Sentences ;

Section 5.5 SUMMARY

.

This chapter discussed the results of examining the
environmental reports produced by the companies in the main

sample for the years under study. As it turned out, there
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was only one environmental report that met the sample
criteria. A brief description of the genesis of this report
was offered and the content of this report was compared with

the annual report for the same year.

As noted, there were some concerns at Canadian Pacific
Forest Products as to how the marketplace would react to
such a document. It took the support of the president to
ensure that the environmental report was produced. Once the
first report was successful there was support to produce a

full-scale 1992 report.




CHAPTER SIX

RESULTS OF EXAMINING ADDITIONAL DISCLOSURE

Section 6.1 INTRODUCTION

This chap:er examines the additional environmertal disclo-
sure provided by a sub-sample of eight companies for the
year 1991. Section 6.2 reviews the research questions to be
addressed by this stage of the research. Section 6.3
describes the data collection process. Section 6.4 provideu
a description of the data collected. Section 6.5 contains
the statistical analysis of the quantity and nature of the
disclosure. Section 6.6 concludes the chapter with a

summary.

Section 6.2 RESEARCH QUESTIONS

This chapter addresses the following research questions

(stated in the null form).

(8) 1In 1991, (for the sub-sample), what was the nature of
the sum total of additional environmental disclosure
isrued by the corporation?

(9) For the 1991 sub-sample, how does environmental
disclosure outside the annual report compare with the
disclosure in the annual report?

208
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RQ,:¢ There is no difference between annual
reports and other additional disclosure with
regard to the quantity of environmental
disclosure.

RQy: There is no difference between annual
reports and other additional disclosure with
regard to the type of subject matter
presented in environmental disclosure.

RQ;: There is no difference between annual
reports and other additional disclosure with
regard to the type of information presented
in environmental disclosure.

RQy: There is no difference between annual
reports and other additional disclosure with

regard to the tense of information presented
in environmental disclosure.

Section 6.3 DATA COLLECTION

A sub-sample of eight companies was developed by selecting
two companies from each of th: four industries under study.
The sample was chosen on a purposive rather than random
basis. Because statistical techniques and generalizability
are limited with such a small sample, companies were chosen
on the basis of their size and the extent of the environmen-
tal disclosure that was found during the first two stages of

the research (annual reports and environmental reports).

Companies were chosen on their willingness to participate in
the interview process as outlined in Chapter Seven. Thus,

the sub-sample is consistent for both the additional

disclosure and interview stages of the research. Table 55




in Chapter Seven provides more information about the
companies selected for the sub-sample. Chapter Seven also
explains that four of the companies in the sub-sample

granted permission to be identified.

Data was obtained through three sources: (1) filings from
the Ontario Securities Commission (0SC) (available from
Micromedia's CanCorp Canadian Corporate Documents Service);
(2) the Canadian Business and Current Affairs (ZBCA) CD-Rom
which indexes a wide range of periodicals and newspapers
(over 500) including The Globe and Mail and The Financial
Post

the company.

and (3) other disclosure material provided directly by

L1}

Table 47 outlines the extent of environmental disclosure

collected and coded from the OSC filings.
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Environmental Disclosure Collected from the 08C Pilings

Company
I=Invest. Mgmt.
M=Mining

O=0il & Gas
P=Pulp & Paper

| # of Fiche
Listed

# of Fiche
with
Environ-
mental

VDisclosura

Total # of
Sentences
Coded

Company B

Company A

Bruns. M & S

Prairie 0il

Scurry-R.

cdn. Pacific

Company A

Table 48 outlines the extent of disclosure collected and

coded from the CBCA CD-Rom source.

Based on the number of

sentences coded, it becomes apparent that companies are

providing environmental disclosure in regulatory disclosure

documents outside the annual report.
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Table 48

Environmental Disclosure Collected from the CBCA CD-Rom

Company ‘ # of Total
I=Invest. Mgmt. Itenms # of
M=Mining : from Sen-
O=0il & Gas ! Company tences
P=Pulp & Paper ‘ Coded

COanngin

Company G

Company F
Bruns. M & S
Prairie 0il
Scurry-R.
Ccdn. Pacific
Company B

Only the two pulp and paper companies in the sample,
provided voluntary disclosure with environmental content

(indexed by the CBCA database).

Canadian Pacific Forest Products Limited was the only
company to provide additional disclosure. This disclosure
took the form of five issues of the company's bulletin
"Environmentally Speaking® which were published during 1991
as voluntary disclosure available to the general public. A

total of 190 sentences were coded over the five issues.
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The other types of additional disclosure were so limited
(and usually unavailable from the company) that they were

not analyzed by means of content analysis.

Section 6.4 DESCRIPTION OF DATA

The following tables outline the results of content analysis
coding in order to provide an indication of the quantity anad
nature of environmental disclosure provided by Canadian
Pacific Forest Products Linmited, the only company to provide
disclosure in all five media. Six of the other seven
companies had environmental disclosure in their annual
report and OSC filings only. The seventh company, Pulp and
Paper Company A in the pulp and paper industry had environ-
mental disclcsure in their annual report, 0SC filings and in

periodicals and newspapers indexed by the CBCA CD-Rom.

Table 49 provides a comparison of the subject matter found

in the five different media.
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Table 49

Subject Matter in

Environmental Disclosure Produced by

Canadian Pacific Forest Products Limited - 1991

Number of sentences

(as a percentage of total)

| (1)
Product

Environ- | OSC CBCA Bulletin
Report | mental Filings | Items Pro-
. _] Report . vided

(2)
By-product

(3)
Pollution
Control

i (4)
Conser-
 vation

| (5)
Site
Restoration

(6)
External
Demands

(8)
Management
Systens i

Total # of |
Sentences i

69 56 154 74 190




215
A review of the number of sentences provided as a percentage
of total sentences in Table 49, reveals that there is strong
consistency between the subject matter disclosed in the
annual report, OSC filings and CBCA items. The environmen-
tal report and the "Environmentally Speaking™ bulletin
appear to differ from these three media. The environmental
report focuses less on the product and more on by-products
(i.e., effluent and emissions). The "Environmentally
Speaking" bulletins focus less on the products and by-

products and far more on conservation.

Table 50 ocutlines the type of information found in the five
media used by Canadian Pacific Forest Products Limited. The
type of information provided differs somewhat from medium to
medium. The "Environmentally Speaking” bulletins focus on
general information and actions undertaken by the company.
The environmental report seems to focus on risk management
(all three types) and laws and regulations. The other three
media are quite similar in the type of information they

contain.
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Table 50 - Information Type in Environmental Disclosure

Produced by Canadian Pacific Forest Products Limited - 1991

Number of sentences/(as percentage of total)

(1)
Dollars

Environ-
nental
Report

0sC
Filings

Bulletin
Providea

(2)
Financial
Eggact

(3)
Risk Mgnmt.
~ General

(4)
Risk Mgmt.
= Quant.

(5)
Risk Mgmt.
~ Comp.

(6)
Acts~
Quantified

(7)
Acts-
General

(8)
Laws and
Regn.

(9)

General

Total # of | 69
Sentences |
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Table 51 demonstrates the tense of information used by
Canadian Pacific Forest Products. It would appear that for
th most part there is little difference between the
documents in the tense or time-orientation of the
disclosure. The only exception to this is the
"Environmentally Speaking" bulletins which seem to contain

very little future oriented information.

Table 51
Information Tense in
Environmental Disclosure Produced by
Canadian Pacific Forest Products Limited - 1991
Number of sentences

(as percentage of total)

Environ- Bulletin

mental Pro-
Report vided

(1)

(2)
Present

Total # of § 69 56 154 74 190
Sentences
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The following Tables 52 to 54 provided the mean number of
sentences for the eight companies in questions in their
annual rcport and in their 0SC filings. It is interesting
to note that the two investment management companies had
exactly the same levels of environmental disclosure in their
annual report and their OSC Filings. One company had no
sentences in either. The other company had one sentence in

both, coded the same way in both.

According to Table 52, there does not appear to be a
substantial difference in the type of subject matter
presented in the two media. Except that, the 0SC filings
seem to focus on the product (and production methods) to a

greater extent than the annual report.

According to Table 53, there does not appear to be a
substantial difference in the type of information presented
in the two media. Except that the 0SC filings seem to focus

more on general information.

According to Table 54, there does not appear to be a
substantial difference in the tense of information presented

in the two media.



219
Table 52
Subject Matter
Comparison of the Annual Report and 0SC Filings
For Eight Companies in the Sub-Sample For 1991
Mean number of sentences

(as a percentage of average total)

f Annual 0oscC
' 1 Report Filings
R ——— T : . .,
(1) f 6.13 16.13
Product j {(20.10) (33.96)
l (2) ! 2.25 3.50
By-Product E (7.38) (7.37)
J
(3) % 1.50 3.75
Pollution | (4.92) (7.89)
Control }
(4) | 2.75 5.63
Conservation : (9.02) (11.85)
|
(5) ; 5.00 4.75
Site | (16.39) (10.00)
Restoration i
| (6) | 6.75 8.00
External 1 (22.13) (16.84)
Demands ‘
(7) i 1.13 1.25
Policy § (3.70) (2.63)
!
(8) i 5.00 4.50
Management | (16.39) (9.47)
§ Systems i
| Average Total i 30.50 47.50
| # of Sentences i



Comparison of the Annual Report and OSC Filings

For Eight Companies in the Sub-sSample For 1991

Table 53 - Information Type
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Mean number of sentences/(as a percentage of average total)

(1)

Dollars

osC |
Filinqs ‘»Hnj

5.75
(12.11)

(2)
Financial
Impact

6.88
(14.48)

(3)
Risk Mgmt.
- General

1.63
(3.43)

(4)
Risk Mgmt.
- Quant.

1.38
(2.91)

(5)
Risk Mgmt.
- Comp.

1.13
(2.38)

(6)
Acts-
Quantified

2.88
(6.06)

(7)
Acts~-
General

12.88
(27.12)

(8)
Laws and
f Regn.

3.13
(6.59)

(9)
} General

9.63
(20.27)

| (10)
Non-
Specific

|
|
|
| Average Total i
| # of Sentences |

2.25
(4.74)
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Table 54
Information Tense
Comparison of the Annual Report and 08C Filings
For Eight Companies in the Sub-Sample For 1991
Mean number of sentences

(as a percentage of average total)

10.63 17.00
(34.85) (35.79)

(2) 15.88 23.63
Present ! (52.07) (49.75)

4.00 6.88
(13.11) (14.48)

Average Total |
i # of Sentences |

Section 6.5 STATISTICAL ANALYSIS

Because of the size of the sub-sample, it is necessary to
use non-parametric statistics (Siegel and Castellan, Jr.,

1988) for any statistical analysis.

The first question that was addressed was RQ,; which looks at
the difference in quantity between the annual report and any

additional disclosure. The nature of the data collected
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reduces this question to a comparison between the disclosure
in the annual report and the disclosure in the 0SC filings.
A Wilcoxon signed ranks test was performed and was found to

be not significant.

Therefore, for tha sub-sample under study, I conclude there
was no difference in the quantity of environmental disclo-

sure between the annual reports and the 0SC filings.

A Friedman two-way analysis of variance by ranks test was
used to address RQ,, RQ,; and RQ,. This set of three
questions examined the d. .ferences in subject matter,
information type and tense between the annual report and 0SC
filings. Unfortunately, it was not possible to find a non-
parametric test that would incorporate all levels of the
dependent variable for both the annual report and the 0SC
filings in the same analysis. Therefore, the Friedman test
was applied separately to each medium. This type of
analysis may be justified because there was no statistical
difference in the quantity of information contained in these
two media and because a qualitative analysis of this data in
the previous section revealed limited differences between

the two sets of data.

Using all eight companies in the sub-sample, the Friedman

test for differences in subject matter was found to be not
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significant for both the annual report and the 0SC filings.
Therefore, I conclude that there is no difference in subject

matter within each of these media.

Using all eight companies in the sub-sample, the Friedman
test for differences in information type was found to be
significant for the annual report at p <= .001 and the 0OSC
filings at p <= ,001. Multiple comparisons were performed
between the dependent variables to identify which levels of

Information Type differed.

For both the annual report and the O0SC filings, it was not
possible to identify any comparisons that were statistically
significant. 1t is suspected that the Friadman test is not
robust enough to handle the 10 levels of the dependent

variable, Information Type.

Using all eight companies in the sub-sample, the Friedman
test for differences in tense was found to be significant at
the p <= .10 level for annual reports and at the p <= .05
level for SC filings. Multiple comparisons were performed
and for both media it was found that the amount of infor-
mation provided in the present tense was significantly

different from the information provided in the future tense.
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Therefore, I conclude that the companies in the sub-sample
are providing a greater amount of present-oriented infor-
mation than future-oriented information in both the annual

reports and the 0SC filings.

8ection 6.6 SUMMARY

This chapter examined the additional environmental disclo-
sure provided by a sub-sample of eight companies for the
year 1991. The section on data collection indicated that
outside of the annual report, additional environmental
disclosure is found primarily in the 0SC filings mandated by
securities requlations. Only two companies of the eight
provided any additional environmental disclosure in
periodicals or newspapers. And, only one company of the
eight provided additional environmental disclosure through

voluntary corporate documents.

The quantity and nature of environmental disclosure found in
the 0SC filings as compared to the annual report were
analyzed qualitatively and statistically. It should be kept
in mind that the sub-sample was not selected on a random
basis. Therefore, it is not possible to make

generalizations about the results.
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It was found that there was no difference in the quantity of
disclosure provided through the two media. And, there were

few differences found between the nature of the disclosure

provided through the two media.

As far as differences within each medium. It would appear
that in both media the information is more present oriented
than future oriented. The results of the statistical tests
on possible differences in information type were not

conclusive. No differences were found with regard to the

use of subject matter.




CHAPTER BEVEN

RESULTS OF INTERVIEWS

S8ection 7.1 INTRODUCTION

This chapter examines the results of the interviews
conducted with the eight companies in the sub-sample.
Section 7.2 reviews the research questions under study.
Section 7.3 describes the data collection process. Section
7.4 addresses research questions nine and ten by presenting
an overview of the results of the interviews. Section 7.5
casts the results of the interviews in the Gibbins,
Richardson and Waterhouse (1990) framework. A summary to

the chapter is provided in Section 7.6.

Section 7.2 RESEARCH QUESTIONS

This chapter addresses the following research questions.

(10) For the 1991 sub-sample, what is the management process
in issuing environmental disclosure? Questions of who
determines the disclosure and why disclosure choices
were made will be explored here.

(11) What role did the accounting function play in the
management and release of environmental disclosure?

226
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Section 7.3 DATA COLLECTION

As described in Chapter Six, the research was designed to
ensure that the companies that comprised the interviewing
sub-sample were the same companies that were used to examine
additional disclosure provided beyond the annual report and
environmental report. A sub-sample of eight companies was
developed by selecting two companies from each of the four
industries under study. The sample was chosen in a
purposive manner based on the size of the company and the
extent of the environmental disclosure that was found during
the first two stages of the research (annual reports and

environmental reports).

As described in Chapter Five, contact was made with each of
the 40 companies in the main sample to determine whether or
not the company had produced an environmental report for any
of the years under study. Many of the individuals contacted
during this stage held senior positions. In several cases
these individuals expressed interest in the research and
those that met the size and disclosure criteria for the sub-
sample were tentatively requested to assist in the interview
stage. In one case a company expressed interest in the
research but was not asked to participate because it was
apparent that English was not the working language of the

company.
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Other companies were identified to complete the sample of
eight. Then, contact was made with the appropriate
individual at all eight companies. The appropriate in-
dividuals varied from company to company and included:
Controller, Corporate Secretary-Treasurer, Vice-President or
Director of Environment, Vice-President or Manager ot
Community Affairs and Manager of Investor Relations. 1In the
case of one larg: company, I was only able to speak with the
Controller's secretary. I discussed the nature of my
research with these contact individuals and indicated that I
would like to interview the individuals responsible for
environmental disclosure. (In the case of the non-resource
based companies which had essentially no environmental
disclosure, I indicated that I wanted to discuss disclosure
practices in general.) I indicated that the interviews
would require an hour to an hour and a half of each
individual's time. More detailed information and a covecring
letter was sent to each contact. 1In all cases, the
individuals agreed, on behalf of themselves and other

involved individuals, to assist me.

Thus, the sub-sample consists of two companies chosen from
each of the four industries. 1In all four industries, the
companies chosen were the larger companies from the main

sample.
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Both of the o0il and gas companies are managed by their
parent company. Scurry-Rainbow has Home Oil Limited as a
parent with 88.1% interest as of March 1992 and Prairie 0il
Royalties has Norcen Energy Resources Limited as a parent
with 74.4% interest as of March 1992. 1In fact, neither of
the o0il and gas companies have any employees. Therefore,
the interviews essentially represent the practices and views

of the parent companies.

The number of individuals interviewed ranged from one to
three per company. The interviews lasted from 45 minutes in
the case of one interview to over four hours in the case of
two interviews. Over the eight companies a total of 17
individuals were interviewed. For the most part these
individuals held the positions of the contact individuals
listed above and were involved with investor relations,
community affairs or held an environment position. The

President was also interviewed at one of the companies.

In the case of one company, when I arrived to conduct the
interview, I was directed to speak with the Assistant
Controller rather than the Controller with whom I had made
the appointment. The substitution posed no apparent
problems given that the Assistant Controller was hired to

manage the compar.y's disclosure.
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Interviews for seven of the eight companies were conducted
in person. One company, located in Vancouver felt that I
was foolish to travel "all the way to Vancouver® to
interview two individuals. As a result, this interview was
conducted by telephone with the two individuals using a

single speaker phone.

Interviews were conducted using an open-ended questionnaire
with 16 gquestions. Questions were asked in roughly the
order shown. The order may have changed or slightly
different phrasing may have been used depending on the flow

of the interview.

The first four questions, listed below, may appear to be
unrelated to the topic of disclosure. However, they served
many purposes: (1) they served as background information on
the environmental management systems of the company; (2)
they were a good way to establish rapport with the infor-
mant; and most importantly, (3) they set the stage for
determining what information the company may be collecting
to be available for disclosure.

(1) Do you have any environmental executives?

(2) Do you have an environmental committee of the
board of directors?

(3) Do you have an environmental policy?

(4) Do you use environmental audits?
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Questions five through 11, listed below, dealt with the
mechanics or management of the disclosure process in a
variety of media. These questions used all 1991 disclosure
as a basis for discussion. Discussion also considered
disclosure practices in 1992 and 1993. Although environmen-
tal disclosure was the focus of the discussion, much was
raevealed during the interviews about disclosure practices in

general.

(5) What is the process for preparing and who is your
audience for annual reports?

(6) Do you have an environmental report? If so, what
is the process for preparing it and who is your
audience?

(7) what is the process for preparing other Ontario
Securities Commission filings?

(8) What is the process for preparing information
releases and who is your audience?

(9) Have you contributed to trade journal articles?
If so, what is the process for preparing such
articles and who is your audience?

(10) Do you have brochures, educational material or
employee newsletters? If so, what is the process

for preparing such documents and who is your
audience?

(11) Do you engage in advertising? If so, what is the

process for preparing the advertising and who is
your audience?

Questions 12 through 15, listed below, became more general
and were directed at learning about the evolution and
anticipated future of disclosure practices. Again, although

environmental disclosure was the focus of the discussion,
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much was revealed during the interviews about disclosure
practices in general.

(12) What changes have happened in these procedures?

(13) What changes do you expect will happen in these
procedures?

(14) what do you expect will happen with environmental
disclosure in your industry in the future?

(15) Where do you stand on the disclosure of "bad"
news?

Question 16, listed below, attempted to develop and
understanding of the factors that influence the nature of a
company's environmental disclosure.

(16) What are the factors that have motivated your
corporate environmental disclosure?

Interview notes were recorded during the interview and
augmented immediately after the interview. To ensure the
reliability of interview information, the interview comments
were summarized on a company by company basis. The
summaries, which ranged from four to eight pages, were then
sent to the respective companies for verification. The
contact individual at each company was asked to ensure that
the summary was accurate and furthermore that any quotes

noted in the summary were accurate.

Given that the topic under study is public disclosure and

with a view to enhance the research credibility and useful-
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ness, I asked each company if I could identify them when
discussing and documenting my research. Four companies
agreed to be identified: cCanadian Pacific Forest Products,
Prairi» 0il Royalties, Scurry-Rainbow and Brunswick Mining
and Smelting. Companies that preferred anonymity are to be
referred to as Pulp and Paper Company A, Mining Company A,

Investment Company A and Investment Company B, as the case

may be.

All eight companies returned their summaries with only minor
corrections. The summaries as approved, with requested

corrections incorporated, can be seen in Appendix E.

Table 55 outlines the companies that were interviewed and
their total assets to provide an indication of the size of

the company. As well the extent of the largest shareholding

in each company is shown.
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Company A

INTERVIEW RESULTS
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Because this segment of the research does not lend itself to

statistical analysis, a detailed breakdown of the interview
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resvlts on a question by question basis are offered. Prior
to this detailed discussion, Table 56 offers an overview of

where the questionnaire responses converge or diverge

amongst the companies interviewed. (Note that gquestions one

to four apply to resource based companies only.)
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Table S6

Overview of Responses to Interview Questionnaire

Environmental executives

! RESPONSES RESPONSES
| CONVERGE DIVERGE

(2)

Environmental committee

(3)

Environmental policy

g e e

(4)

Environmental audits

(5)

Preparation of annual

rggorts

| (6)

Preparation of environ-

mental reports

(7)

Preparation of other
f£ilings

0sC

(8)

Preparation of information

releases

Preparation of trade
journal articles

(10)

Preparation of brochures,
educational material, etc.

(11)

Preparation of environmen-
tally related advertising

(12)

What changes have happened

(13)

What changes will happen

(14)

Future of environmental
disclosure in industry

Disclosure of bad news

Factors motivating

environmental disclosure
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Table 57 - Interview Question #1

DO YOU HAVE ANY ENVIRONMENTAL EXECUTIVES?

C P B M P S I 1I
P & M I R C N N
F P S N A U VvV V
P A A I R A B

a) At the Vice-President level * &

b) At the Director level * *

c) At the Manager level * *

d) Not Applicable! * *

Although the individuals holding environment positions were
found at various levels in the organization there were
similarities in the intent of the position and the reporting
relationships held by the position. The director at
Brunswick Mining and Smelting reports directly to the
President. The director at Prairie 0il Royalties reports to
a non-operating Vice-President. The manager at Scurry-
Raiubow reports to a non-operating Vice-President while the
manager at Mining Company A reports to an operating Vice-
President and the President. It would seem that the
resource based companies that were interviewed have placed

emphasis on establishing an environmental management

! The designation Not Applicable will be used to indicate questions that do not apply to
the company in question. This will be the case for several questions for the investment
management companies which have perceived minimal environmental impact. It will also be
the case for companies that do not produce the disclosure in question.
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position that is senior or relatively senior in the company

and usually independent of operations.

Table 58 - Interview Question #2

DO YOU HAVE AN ENVIRONMENTAL COMMITTEE OF THE BOARD OF
DIRECTORS?

C P B M P S I 1
P & M I R C N N
F P S N A U V vV
P A A I R A B
a) Yes * *
b) No * * & *
c) Not Applicable * %
e

In the case of Prairie 0il Royalties the Environmental
Management Committee has access to the Board through the
President. The three other resource based companies thac do
not have an environmental committee have opted to make the
entire board responsible for environmental matters. Mining
Company A has only eight board members and the Manager,
Environmental Affairs reports to the entire board on a
routine basis. In the case of Pulp and Paper Company A, the
board made a conscious decision not to establish a separate
environmental committee but rather make the entire board
responsible for environmental matters. At Brunswick Mining
and Smelting it was felt that a separate environmental

committee of the board was not warranted. Given the extent
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of the company's operations, the Director, Environment is
able to provide a comprehensive quarterly report to the
entire board. Thus, the entire board is advised of

environmental matters and is responsible for environmental

matters.

Table 59 - Interview Question #3

DO YOU HAVE AN ENVIRONMENTAL POLICY?

C P B M P 8§ I 1
P & M I R C N N
F P S N A U V V
P A A I R A B

a) Company policy * ok

b) Parent company policy *

c) Company and parent company policy * &

d) Industry assoc. policy only *

e) Not Applicable * *

It is general practice for the three resource based industry
associations to ensure that all members adhere to an
industry-wide environmental policy as a condition of
membership in the industry association. 1In cases a), b) and
c) each company is also adhering to an industry association

environmental policy.

The three companies that developed their own policies felt

that it was important for the company to develop its own
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policy. For example, one of these companies, Brunswick
Mining and Smelting, set out to establish its own policy in
addition to the parent company policy in order to sansitize
the outside directors to the environmental policy and ensure

that they endorsed the policy.

S R

Table 60 - Interview Question #4

DO YOU USE ENVIRONMENTAL AUDITS?

C P B M P S8 I 1
P &§ M I R C N N
F P S N A U V V
P A A I R A B

a) Yes ® * & % % &

b) Not Applicable L

When did you begin performing environmental audits?
C P B M P 8 I I
P & M I R C N N
F P S N A U V V
P A A I R A B

1992 *

1991 * *

1989 * &

mid 1980's *

Not Applicable *

All six of the resource based companies interviewed used
environmental auditing to one extent or another. Brunswick

Mining and Smelting began environmental auditing in the mid-
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1980°'s as a result of parent company (Noranda Minerals Inc.)
environmental auditing activity. Mining Company A indicated
that some environmental auditing had been done in the early

1980°'s but that the first formal environmental audit was

performed in 1989.

In many cases, the engineering consulting firm A. D. Little
was engagad to train employees for environmental auditing,
to assist in the development of audit protoccl and to act as
audit team leaders, at least for the first round of
environmental audits. Audits are typically conducted by
company employees from sites independent of the site under

audit. The frequency of environmental audits varies from

company to company.

The information on environmental performance garnered during

the environmental audit is one of the key sources (albeit

summarized) for environmental disclosure.
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Table 61 - Interview Question #5

WHAT IS THE PROCESS FOR PREPARING AND WHO IS YOUR AUDIENCE
FOR ANNUAL REPORTS?

WHAT IS THE PROCESS?

(The Corporate Secretary classification covers a Controller-
Secretary in one case and a Secretary-Treasurer in the other
case. The classification for Community Affairs includes a
Vice-President and a Director and a Manager.)

Who has responsibility for theme of annual report?

C P B M P 85 I I
P & M I R C N N
F P S N A U v vV
P A A I R A B

a) President *

b) President and Community Affairs *

c) Community Affairs * *

d) Manager, Investor Relations *

e) Assistant Controller *

f) Corporate Secretary * *

Who has responsibility for coordination of annual report?

C P B M P S I 1
P & M I R C N N
F P &S N A U V Vv
P A A I R A B
a) Community Affairs * * *
* *

b) Manager, Investor Relations
c) Assistant Controller *
d) Corporate Secretary * *




Table 61 (Cont.)

Do you use external consultants?

C P B M
P & M I
F P 8§ N
P A A

a) For theme/design *

b) For writing

c) For design and writing *

d) No * *

Who prepares Letter and Corporate Overview?
C P B M
P & M I
F P 8§ N
P A A

a) President and Division Managers *

b) President and Secretary-Treasurer

c) Community Affairs *

d) Manager, Investor Relations

e) Assistant Controller

f) Corporate Secretary *

g) External consultant *

Who prepares Financial Statements and Notes and
C P B M
P & M I
F P 8 N
P A A

a) President and Secretary-Treasurer

b) Controller *

c) Finance Dept. * &

d) Asst. Controller and Finance Dept.

e) Corporate Secretary *
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Table 61 (Cont.)
WHO IS YOUR AUDIENCE?

(This question had multiple responses for all but one
company.)

C P B M P S5 I I
P & M I R C N N
F P S N A U V V
P A A I R A B

a) Shareholders * * * * & * & &

b) Investors *

c) Financial community and analysts * * * &

d) Employees * ® *

e) Potential shareholders * *

f) Potential investors * *

g) Customers * *

h) Gaeneral public * *

i) Regulators and government * *

j) Academics * *

k) Creditors, existing and potential *

1) Company's marketing dept. *

m) Potential investeas *

The diversity in company practices is clearly evilent in the
above overview. While the Financial Statements and MD&A are
prepared by those in an accounting function, the overall
theme for the annual report and the Letter and the Review of
Operations are prepared by a diverse group of individuals.
Interestingly, at Brunswick Mining and Smelting, and at Pulp
and Paper Company A the President had significant
involvement in the annual report preparation process. It
would appear that this is influenced by the President's
personality and how the President views the nature of the

annual report.
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The President of Brunswick Mining and Smelting indicated
that he spent a substantial apount of time working on the
annual report because he feels that the annual report is an
important document and an important exercise for internal
discipline. He says that the exercise of preparing the
annual report permits us to “"take stock of what we are doing

and vhere we are going."

There is also diversity in whom the companies perceive to be
their audience. At one end of the spectrum, Investment
Company B listed a single audience group - shareholders

whereas Investment Company A listed nine audience groups.

There were some strong similarities between the disclosure
practices of the companies. For all six resource based
companies, environmental disclosure found in the annual
report is the responsibility of the Vice-President or
Director or Manager, Environment (as the case may be). (In
only one of the six resource based companies, Scurry-

Rainbow, was this individual a professional accountant.)

All eight companies engaged in several r.view cycles
obtaining input through corporate executives. One informant
from Investment Management Company A best expressed the

common sentiment by saying that a good annual report is
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produced as a result of significant review and involvement

by several parties.

Table 62 - Interview Question #¢

DO YOU HAVE AN ENVIRONMENTAL REPORT? IF SO, WHAT IS THE
PROCESS FOR PREPARING IT?

C P B M P s I 1
P & M I R C N N
F P § N A U V V
P A A I R A B

a) Yes *

b) No, but planning one *

c) No, parent company does one *

d) No ®* * &

e) Not Applicable * &

WHO IS YOUR AUDIENCE?
C P B M P S 1 I
P & M I R C N N
F P S N A U V V
P A A I R A B

a) Shareholders * &

b) Employees LA I

c) Regulatory authorities LA

d) Government/pcliticians * &

e) Investment analysts *

f) Community associations/public LA

g) Customers *

h) Competitors *

i) Not Applicable * % % & &

As discussed in Chapter Five, Canadian Pacific Forest
Products Limited, was the only company to have an

environmental report in 1991. Pulp and Paper Company A is
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planning one for 1993. Substantial information about
Brunswick Mining and Smelting, is included in its parent
company environmental report. In addition, Brunswick Mining
and Smelting is contemplating doing a four or eight page
environmental report which would be inserted in the parent
company environmental report. Such a stand-alone insert
would be included in all parent company environmental

reports distributed by the company.

At the 1992 annual shareholders' meeting the President of
Pulp and Paper Company A committed to producing an environ-
mental report by Earth Day 1994. In early 1993 there had
been management discussions about the need to produce an
environmental report. At the same time the Taskforce on the
Churches and Corporate Responsibility sent a letter to the
company (as part of a mass mailing) encouraging the company
to engage in environmental auditing and environmental
reporting. The Vice-President, Environmeatal Affairs and
others from the company met with Taskforce representatives
and indicated that the compeny was planning to produce an
environmental report but that the analysis was incomplete

and the President had not yet made a decision in this

regard.

Therefore representatives of the Taskforce, which holds

shares in the company, indicated to the Vice-President,
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Environmental Affairs t'..t they would challenge the
President on this issue at the Annual Meeting and that they

hoped that it would not embarrass the President.

The President was apprised of the likely challenge. The
Taskforce raised the guestion at the annual meeting and the

President responded with his commitment.

Both 0il and gas companies indicated that much of their
communication with the general public is by way of door-to-
door contact and community meetings in the areas surrounding

their operational sites.

Thus, three of the companies interviewed have involvement to
one degree or another with environmental reports. The

process for each of these is discussed briefly.

Brunswick Mining and Smelting (BMS) has involvement with an
environmental report through its parent company. The parent
company, Noranda Minerals inc. which has published an
environmental renort since 1990, will approach BMS for
information for the environmental report or else use
information obtained from BMS through the regular compliance
reporting process. Once the parent company has prepar~d the
environmental report, BMS has the opportunity to review the

report and amend it if necessary.
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Pulp and Paper Company A has designated the Manager,
Community and Government Affairs as being responsible for
the environmental report. (In this company it is the
Manager, Investor Relations that has responsibility for
coordinating the annual report.) In preparation for the
first environmental report, the Manager Community and
Government Affairs undertook a review of environmental
rerorts produced by other companies in the pulp and paper
industry. Also, there was a concern that the environmental
report be consistent with the annual report. Therefore, the
external consultant who assists with the nreparation of the

annual report will assist with the preparation of the

environmental report.

Chapter Five provides some of the background behind the
development of Canadian Pacific Forest Products Limit~ >
(CPFP) first environmental report in 1991. The second
environmental report produced for 1992 results took the form
of a full-scale report. The Vice-President, Communications
and Governmental Affairs is responsible for both the annual
report and the environmental report. However, the
environmental report is developed with substantial input

from the Vice~President, Environment.

The Vice-President, Environment wrote the first, (i.e.,

1991) environmental report. An external consultant was
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hired to write the 1992 environmental report. However, the
report did not reflect the company's situation nor did it
use appropriate terminology. Therefore, the Vice-President,
Environment and his immediate subordinate wrote much of the
second report. Again, review of other environmental reports

in the industry was a factor in the planning process.

Table 63 - Interview Question #7

WHAT IS THE PROCESS FOR PREPARING OTHER ONTARIO SECURITIES
COMMISSION FILINGS?

Who has responsibility for coordination of documents?

cC P B M P S I I
P &« M I R C N N
> P S N A U V VY
Y A A I R A B

a) Finance and Community Affairs *

b) Manager, Investor Relations * *

c) V-P, Law and Corporate Secretary *

d) Corporate Secretary * *

e) Controller *

f) Assistant Controller *

e — — —— =

Even though these filings are statutory requirements, there
is often voluntary information included such as management
comments and overview of operations. Some companies, such
as Brunswick Mining and Smelting will involve division

managers in the preparation of 0SC filings.
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Any environmental information in the filings tends to be
written by the individual holding the environment position.
Environmental disclosure in the Annual Information Form
(AIF) can be more expanded and technical than what is found
in the annual report because of the statutory requirements

of the AIF.

The audience for these documents is essentially limited to
existing and prospective shareholders and the investment
community. Over the eight companies it was found that while
quarterly reports are sent to all shareholders as a matter

of cours:, the AIF is usually available for shareholders

only on request.

Table 64 - Interview Question #8

WHAT IS THE PROCESS FOR PREPARING INFORMATION RELEASES?

Who has responsibility for coordination of information
releases?

C P B M P S 11
P &« M I R C N N
F P S N A U V V
P A A I R A B

a) Community Affairs * * *

b) Investor Relations *

c) Investor Rel. and Comm. Affairs *

d) Corporate Secretary * *

e) Internal Legal Counse.l *
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Information releases are usually issued to provide financial
information (earnings announcements) and information on key
operational activities. The 0OSC requires such material
items to be disclosed to the public by way of information
release. Every company interviewed except Brunswick Mining
and Smelting indicated that they limited their information

releases to those required by the 0SC.

Brunswick Mining and Smelting specifically said that they
provided voluntary information releases in addition to those
material releases required by the 0SC. As well, they
sometimes develop two releases for a particular item. One
may be aimed at the community (the province in which BMS

operates) and the other may be aimed at the industry.

Table 65 - Interview Question #9

HAVE YOU CONTRIBUTED TO TRADE JOURNAL ARTICLES? IF SO, WHAT
IS THE PROCESS FOR PREPARING SUCH ARTICLES?

Have you contributed to journals?

C P B M P 5§ I 1
P & M I R C N N
F P § N A U VvV V
P A A I R A B
a) Company contributes to journal * *
b) Limited or no involvement * LA B B
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Table 65 (Cont.)
Who has responsibility for preparing contributions?
C P B M P § I I
P & M I R C N N
F P S N A U V V
P A A I R A B
a) Community Affairs *
b) Environment or Division Managers *
c) Not Applicable * * & * & &

Trade journals do not appear to be a key vehicle in
corporate communication. The Vice-President, Communications
and Governmental Affairs at Canadian Pacific Forest Products
writes articles for submission to trade journals. Brunswick
Mining and Smelting has been solicited by trade journals to
provide articles. Because the solicitation is specific,
whomever (Director, Environment or Division Managers) is
closest to the issue will be responsible for preparing the

article.
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Table 66 - Interview Question #10

DO YOU HAVE BROCHURES, EDUCATIONAL MATERIAL OR EMPLOYEE
NEWSLETTERS? IF SO, WHAT IS THE PROCESS FOR PREPARING SUCH
DOCUMENTS?

Do you produce brochures (relating to environmental
matters)?

C P B M P s 1 I
P & M I R C N N
F P S N A U V V
P A A I R A B
a’ Yes * *
b) No * * & * & &

Do you produce educational material (relati. 3y to environmen-
tal matters)?

C P B M P s 11
P & M I R C N N
F P S N A U V V
P A A I R A B
a) Yes *
b) No * * * * * * *®

Do you produce employee newsletters (discussing environmen-
tal matters)?

c P B M P 8 I I
P &4 M I R C N N
F P § N A U V V
P A A I R A B
a) Yes * X &
b) No * % % & 4

|




255
The two companies that produced brochures were Canadian
Pacific Forest Products (CPFP) and Brunswick Mining and
Smelting (BMS). CPFP produces a bulletin titled "Environ-
mentally Speaking" which is distributed to the general
public four or five times a year. BMS produced a brochure
to acquaint the community with the issues surrounding the

re-opening of an operational site.

BMS is the only company that produces educational material,
independently and with a degree of environmental content.
These brochures are written at a grade six level and the

environmental content varies from brochure to brochure.

Three companies produce employee newsletters. The CPFP
newsletter is written by the corporation for employees and
contains material from "Environmentally Speaking" bulletins.
BMS used to have an employee newsletter for each of its
three divisions, written by personnel in the respective
divisione. 1In Fall 1993 the three newsletters were
amalgamated into one newsletter. In Pulp and Paper Company

A each business unit produces its cwn employee newsletter.

A few side issues were raised during the interviews.
Brunswick Mining and Smelting indicated that written
communication is not used for employee education purposes.

Rather, this is accomplished through formal training
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programs. Canadian Pacific Forest Products indicated that
they would like to prepare more brochures and educational

material. However, the money was not in the budget.

Table 67 - Interview Question #11

DO YOU ENGAGE IN ENVIRONMENTALLY-RELATED ADVERTISING? IF
SO, WHAT IS THE PROCESS FOR PREPARING SUCH ADVERTISING?

C P B M P s I 1
P & M I R C N N
F P S N A U V V
P A A I R A B
a) Yes * *
b) No * * * * & &

The two companies that advertise are BMS and CPFP.
Advertising at BMS is limited to the local paper and would
relate to such issues as the bird sanctuary created by the

company, for example.

For CPFP environmentally-related advertising has been
undertaken in the U.S. (the company's largest market) trade
journals since the end of 1991. However, this advertising
campaign has been managed by the marketing department. The
Vice-President, Communications and Governmental Affairs was
consulted beforehand. However, this is not standard process

with all advertising campaigns.
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Prairie 0il Royalties does not advertise. However, the
industry association has advertised in an attempt to change
public perception about the industry. The conclusion was

thet the advertising had no impact.

e

Table 68 - Interview Question #12

OVER THE LAST FEW YEARS, WHAT CHANGES HAVE HAPPENED IN YOUR

DISCLOSURE PROCEDURES?
(This question had multiple responses.)

C P B M P 8§ I I
P & M I R C N N
F P S N A U V V
P A A I R A B

a) Disclosure levels have increased * * *

b) Site Restoration costs now req'd. * * &

c) More env. perform. info. in A/R * *

d) Production of E/R * *

e) Increase in regulatory req't. * &

f) Production of employee newsletter *

g) Production of env. news bulletin *

h) Change in corporate culture *

i) Changes depend on personalities *

j) Not much change *

A/R = Annual Report
E/R = Environmental Report

A few comments obtained during the interviews may help to
expand on this summarization. An individual at CPFP
indicated that there has been a change in the culture in the
company and a realization of the need to "tell it like it

is.” The environmental performance of the company changed
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in the 19280's but these changes were not being communicated

outside the company.

Mining Company A indicated, "What we are doing in the annual
report hasn't changed too much." Since 1986, the company
has been disclosing site restoration costs in its Financial
Statements. An individual at this company also offered the
following comment: "People are more sensitive to it
(disclosure) now because of OSC requirements which are

forcing companies into disclosing more."

Table 69 ~ Interview Question #13

WHAT CHANGES DO YOU EXPECT WILL HAPPEN TO YOUR DISCLOSURE
PROCEDURES?
(This question had multip.ie responses.)

C P B M P S I 1
P & M I R C N N
F P S N A U V V
P A A I R A B

a) No significant change likely * * & * %

b) 1st Env. Report to be produced *

c) Get middle mgrs. "buy in" to E/R *

d) More info. as EMS matures *

e) A few more press releases *

f) May be more disclosure * %

EMS = environmental management system
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Although five of the companies indicated that there were no
significant changes likely in the future, responses c) to f)

indicate minor possible changes.

Scurry-Rainbow also indicated that if they went private
(wvhich they did) then their disclosure practices would

change dramatically based on the lack of requirements to

disclose.

Prajrie 0Oil Royalties indicated that while the parent still
held greater than 60% of the shares in the company, the
ownership percentage had been reduced from earlier levels

and thus more press releases may be a possible change.

One comment addresses what has been seen by some as the
faddish aspect of the growing emphasis on environmental
issues. The President of BMS feels that the company is in a
business that impacts the environment and therefore the
environment will always be an issue, but "the current
emphasis on the environment is faddish. As time marches on
the environment will lose its attraction.” The environment
is a key aspect of the business because the company can
operate only with the consent of the public, but in future
the environment will be on a level that is more consistent
with other important aspects of operations. "We are not in

the business of being environmental winners or environmental
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purists but we can't afford not to do well in environmental
matters." The potential business impact is simply too

great.

The question of duplication between disclosure in the
environmental report and the annual report was raised by
Canadian Pacific Forest Products and Pulp and Paper Company
A. Both indicated that their environmental report would be
distributed with their annual report. Because of the extent
of environmental performance information in the environmen-
tal report and the distribution method, they would include
only minimal amounts of environmental performance infor-

mation in the annual report.
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]

Table 70 - Interview Question #14

WHAT DO YOU EXPECT WILL HAPPEN WITH ENVIRONMENTAL DISCLOSURE

IN YOUR INDUSTRY IN THE FUTURE?
(This question had multiple responses.)

C P B M P § I I
P & M I R C N N
F P S N A U V V
P A A I R A B
a) Possible need for extl. auditors *
b) Discl. should remain voluntary LA I
C) More co. should produce E/R *
d) E/Rs will becume standard * *
e) No comments * %
f) Results of E/A to remain private * ok
g) More environmental disclosure * L
h) All types of discl. to expand *
E/A = Environmental Avudit
]

Brunswick Mining and Smelting made comments regarding
obtaining an independent audit owinion on environmental
reports: "if it doesn't add any value then don't bother."
We are not in favour of external auditing of environmental
reports because it wouldn't change the information being
reported and therefore doesn't add any value at this time.
However, if the credibility of environmental information
becomes an issue in the frture then an independent cpinion

could add +alue.

Several informants made comments regarding a d.sire to keep

environmental parformance reporting on a voluntary
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disclosure basis. One informant at Brunswick Mining and
Smelting said that environmental disclosure needs to remain
on a voluntary basis. If the disclosure becomes regulated
then it will become inflexible and users will likely become
inundated with information. However, some voluntary
standardization to allow comparability over time and between

companies would be desirable.

This sentiment was repeated by another informant at Pulp and
Paper Company A. The hope is that environmental reports
remain voluntary. Industry associations may begin to set
industry standards. The concern is that if companies are
"too loose" with their information then environmental

reporting may become regulated.

A third informant -t Canadian Pacific Forest Products
offered similar comments on the topic: the preference is for
environmental reporting to r=main voluntary. The industry
will need to self-police in order to ensure environmental

reporting remains voluntary.

One informant at Pulp and Paper Company A noted: there are
no rules in environmental reporting but if the reporting is
to be of value, it should follow quasi-financial reporting

rules.
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Table 71 - Interview Question 15

WHERE DO YOU STAND ON THE DISCLOSURE OF "BAD" NEWS?

C P B M P 8 I I

P &« M I R C N N

F P §S N A U VvV vV

P A A I R A B

a) Must disclose it * *x * % %k % % %
— — - — RS

This question achieved unanimity amongst all eight com-
panies. Following is a sample of comments which typifies
the responses received to this question.

All of our monitoring data is sent to the government.
Therefore, any member of the public has access to this
information. We would rather deal with the public
directly and answer any questions than have them obtain
the information from the government.

There is no choice but to provide full disclosure. The
bad news has to be reported to the government. So, it
is public kr:wledge anyway.

“There is nothing that we do that's unfavourable that
has not been reported to the government." Therefore,
all our bad news is already available to the public.
"We are very committed to putting out the good, the bad
and the ugly."

Because of government regulation, the government is
already fully aware of all "bad" news.

Current OSC requirements dictate that any information
that may have a material impact on the stock has to be
disclosed, good or bad.

"We don't have anything to hide."
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Table 72 - Interview Question #16

WHAT ARE THE FACTORS THAT HAVE MOTIVATED YOUR CORPORATE
ENVIRONMENTAL DISCLOSURE?
(This question had multiple responses.)

omto N
Prue

nXw
>R
-=» Xy
macOownm
PCZH
W<Z -

a) Info relevant to S/H needs *
b) Interest groups

c) E/R produced by competitor
d) Customer demands

e) Educating elected govt.

f) We have a good story

g) Educate employees

h) Public expectations

i) Investor expectations

j) "Regulatory" (CICA/OSC) req't. *

k) Good business practices *

1) Good corporate citizenship *

m) Reassure S/H and public *

n) Not Applicable * &

* % ¥ ¥ ¥

* % % % *

Clearly a wide range of respcnses was expressed. Both pulp
and paper companies indicated that one of the reasons for
producing environmental disclosure was to educat:¢ elected
government politicians. They both made a clear distinction
between elected politicians and bureaucrats. Both companies
felt that the bureaucrats were sufficiently aware of the

company's environmental performance throughL the company's

detailed reports to government.
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Both pulp and paper companies also indicated that they felt
that there was a real difference in attitude between the
people living in the cities in Southern Ontario and the
people living and working in the pulp and paper communities.
The industry is in the north but the voters are in the
south. The people in the south get their information
filtered by the news media that may have either a limited
understanding and/or a certain agenda. Both companies feel
that it is important to produce an environmental report to

communicate the company's environmental performance to the

public.

summary

Sixteen basic questions were asked of each informant and the
results proved very similar in some cases and very diverse
in other cases. These questions also offered some interes-
ting insights into the environmental disclosure process. I
shall begin by presenting the disclosure practices common
across the companies interviewed, to be followed by
disclosure practices in which the interviewed companies
diverge. This is then followed by an overview of the

insights derived from the interview process.
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Similariti

(1)

(2)

(3)

(4)

(5)

All of the six resource based companies have a
designated individual responsible for environmental
matters. This is an upper management position, or a
position with direct accountability to the President
and/or Board of Directors. (See Table 57 - Interview

Question #1.)

All of the six resource based companies adhere to an
environmental policy. This policy may be developed by
the company, the company's parent or the industry as-
sociation of which the company is a member. (See Table

59 - Interview Question #3.)

All of the six resource based (ompanies use environmen-
tal auditing to one extent or another. (See Table 60 -

Interview Question #4.)

Trade journal articles have very limited use for
corporate communications. (See Table 65 - Interview

Question #9.)

Environmentally-related advertising is minimal. (See

Table 67 - Interview Question #11.)
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(6) Disclosure levels have increased over recent years on
both a voluntary and regulatory basis. (See Table 68 -

Interview Questicn #12.)

(7) Most of the companies felt that the current level of
disclosure output should remain fairly constant in the

near future. (See Table 69 -~ Interview Question #13.)

(8) It was felt that on an industry-wide basis, there would
be an increase in environmental disclosure. (See Table
70 - Interview Question #14.) This is not consistent
with the comments made by the individuals that felt
that their own disclosure levels wvould remain fairly
constant in the near future. Perhaps, the individuals

interviewed see their companies as industry leaders in

disclosure.

(9) There was a unanimous response amongst all eight

companies that "bad news" must be disclosed. (See

Table 71 - Interview Question #15.)

Differences

(1) The resource based companies were divided as to whether

or not there should be an environmental committee of

the Board of Directors. (See Table 58 - Interview




(2)

(3)

(4)

(5)
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Question #2.) The majority seemed to have made a
conscious dacision not to establish such a committee in
favour of making the entire Board responsible for

environmental matters.

There is a great deal of diversity in the nature of the
individuals responsible for the annual report. (Sew
Table 61 - Interview Question #5.) Perceived audiences
for the annual report differ from company to company.
(See Table 61 - Interview Question #5.) However, the
iterative review process and notion of the annual
report as a consensus document was common to all eight

companies. (See Table 61 - Interview Question #5.)

Environmental reports are being prepared or planned by
the two largest companies which are pulp and paper
companies. The other resource based companies do not
appear to be planning to undertake such disclosure.

(See Table 62 - Interview Question #6.)

0SC filings are prepared by different individuals from

company to company. (See Table 63 - Interview Qu.stion

#7.)

Information releases are prepared by different in-

dividvuals from company to company. (See Table 64 -




(6)

(7)
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Interview Question #8.) However, all but one of the
companies indicated that the information releases that
were issued were limited to material release items as

required by the OSC.

Essentially only two companies provide brochures and

educational material. (See Table 66 - Interview

Question #10.)

The motivations for disclosure differed from company to
company. (See Table 72 - Interview Question #16.) It
appeared as though the two pulp and paper companies
felt the strongest pressure from the general public/in-
terest groups to provide environmental disclosure.

This may be because of the industry the companies

operate in or it may be as a result of the size of the

companies.

Additional insights were derived from the interviews. These

are:

(1) Environmental issues have created a need to change
management structures and functions. The resource
based companies have responded uniformly by
creating upper level environmental management
positions and undertaking environmental auditing.

However, the need for an environmental committee



(2)

(3)

(4)
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of the board and the nature of the role played by
directors differs from company to company.
Although further research into this area of
management structure and corporate governance is
advised it is outside the realm of mainstream

accounting research.

The companies interviewed provided a list of a
broad range of stakeholder groups that influenced
disclosure management and were seen as audier.ces
for the environmental disclosure. Further
research to more clearly identify user groups and
their needs would be beneficial to the disclosure

management process.

External consultants such as public relations
consultants are used in the disclosure management
process. Their role is further evaluated in
Section 7.5 which examines the interview results
in the context of the Gibbins, Richardson,

Waterhouse (1990) mode. of disclosure management.

Personalities in the corporation appear to have an
influence on the disclosure managemnent process.
In two of the companies the President had a strong

influence on the disclosure outputs. The role of
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(6)
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such personalities is further evaluated in Section
7.5 which examines the interview results in the
context of the Gibbins, Richardson, Waterhouse

(1990) model of disclosure management.

Based on the interviews it appears tl.at environ-
mental reports will become more common. Although
there is a strong desire to maintain them as
voluntary documents, there is also an understa-
nding that some form of standardization is
required in order to rake the documents com-
parable. Future research could monitor this
change with a view to aid in standard setting

where required.

Although not as commonly discussed in the inter-
views, there appears to be a potential role in the
future for external auditors to provide an opinion
on environmental reports. However, before this
role can be assumed it will be necessary to
develop environmental auditing and reporting
standards. At this time research is more ap-
propriately focused on developing such standards.
However, it may be interesting to survey attitudes
towards obtaining independent verification of

environmental reports.
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Section 7.5  INTERVIEW RESULTS CAST IN GIBBINS, RICHARDSON
AND WATERHOUSE MODEL

Section 7.4 presented the results of the interviews in a
summary matter and illustrated that while disclosure
practices have some common characteristics across the
companies interviewed there are also some characteristics of
disclosure management that differ significantly from company

to company.

This section of the chapter takes the interview results one
step further. The interview results are cast in the
Gibbins, Richardson and Waterhouse (1990) model of the
management of financial disclosure in order to test the
model and determine if the model provides any additional

insights.

a and Wa ouse

The Gibbins, Richardson and Waterhouse (GRW) model was
outlined in Chapter Two. Based on twenty interviews, GRW
developed a model to explain and predict corporate financial
disclosure. Their model includes six categories of
disclosure outputs, i.e., dependent variables and five

categories of independent variables that influence the set

of disclosure outputs.
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For a number of reasons only the indnpendent variables of

the GRW model are tested:

(1)

(2)

(3)

My research addresses a much more focused set of
outputs (i.e., environmental disclosure) than the
GRW model;

The environmental disclosure has already been
captured in significant detail through the content
analysis and statistical analysis in Chapter Four;
and,

In the GRW model, the independent variables are

much better defined than the dependant variables.

The independent variables in the GRW model are defined as

follows:

(I) Firm's disclosure position

- a relatively stable preference for the way
disclosure is managed

- There are two dimensions:

(1) Ritualism which is uncritical adherence toward
prescril.d norms; and

(2) Opportunism which is seeking out firm specific
advantage in the disclosure of financial

information.
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(II) Antecedents

- There are two types of antecedents:
(1) internal and
(2) external.
- Internal antecedents include:
(a) corporate history,
fb) corporate strategy and
(c) internal politics.
- External antecedents include:
(a) institutional factors such as:
(i) legislation,
(ii) interorganizational norms and
(iii) industry norms and
(b) market factors such as:
(i) regulation of markets,
(ii) use of financial markets,
(iii) factor markets and

(iv) competitive position.

(III) Disclosure issues
- These are defined by externally imposed disclos-
ure requirements and by facto.s internal to the
firm. The firm's disclosure position is relative

to its perception of rorms and opportunities.
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(IV) External consultants and advisors

- These individuals play the following rcoles:

(1)
(2)
(3)
(4)
(5)

they help identi€y norms and opportunities;
they identify formal and informal rules;
they provide technical advice and an opinion;
their involvement adds credibility; and

they are a strategic resource in bargaining.

(IV) Structure

-~ Issues provide the stimulus for disclosure while

structures are the activating force.

(1)

Internal structure provides for the assignment

of disclosure management responsibility and

policies and procedures.

12) External structure provides information

demands channelled through other organizations.

ibbins, Richardson and Waterhouse mode

The interview results, as cast in the GRW model, are

presented in summary form in Table 73. It can be seen that

for the most part the interview results support the model.
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Dis<lcsure Position

This variable characterizes the company as taking either a
ritualistic disclosure position or an opportunistic
disclosure position. Opportunistic companies were easy to
identify. Specifically:

- Canadian Pacific Forest Products began producing
the "Environmentally Speaking" bulletin in 1990 and
produced its first environmental report in 1991.

- At Brunswick Mining and Smelting the disclosure
process is not repetitive, nor does it involve passive
roles for management. The President takes an active
role and managers in operations are responsible for
providing content.

- Investment Management Company A responded
proactively to changes in GAAP by seeking advice how to
both comply with GAAP and present the information that

the c.mpany felt was the best disclosure.

However, labelling the other companies as ritualistic was
more difficult. For example, even though Scurry-Rainbow was
labelled as taking a ritualistic disclosure position, it is
in fact more opportunistic that Prairie 0il Royalties.
Scurry-Rainbow chose to disclose environmental information

and site restoration costs in 1990 whereas Prairie 0il

Royalties did not provide such information until 1991.
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Pulp and Paper Company A was classified as ritualistic even
though it is planning to reiease an environmental report on
its 1993 operations. This behaviour was classified as
ritualistic because the company is not an industry leader in
this regard. Several other pulp and paper companies, which
did not meet the criteria for selection in the sample have

already produced environmental reports.

Thus, following this reasoning, a ritualistic disclosure
position can only be identified relative to what other

companies in the same industry are doing.

ts - te

The GRW model identifies three types of internal an-
tecedents: (1) Corporate history; (2) Corporate strategy;

and (3) Internal politics.

There was little evidence to support corporate history as an
antecedent. Canadian Pacific Forest Products referred to a
change in the culture and the environmental performance of

the company and /.ccordingly a need to communicate this

change.

Corporate strategy, as defined by GRW, is a variable that

has little support from the interview results. The
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definition states that as firms choose their markets and
where their shares are listed they are faced with certain
disclosure norms. However, all the compa:iies interviewed
were listed on the Toronto Stock Exchange. Therefore, there
was no difference in disclosure norms based on where the

shares are listed.

Internal politics was a clear factor in disclosure
management in the case of three companies:

- At Canadian Pacific Forest Products it was the
support of the President that enabled the first
environmental report to be produced despite some
concern by others that the report would not reveal a
perfect record.

- At Brunswick Mining and Smelting the President
sees the annual report as an important document that
imposes internal discipline and he takes an active role
in its preparation.

- At Pulp and Paper Company A, the Pre. ident
insisted that there be something on the enwvirornment in
the 1992 annual report (and there was) even though some
executives felt that it would be more appropriate to

provide this information in the upcoming environmental

report.




280

There is one key area which does not appear to be included
in the GRW model that has a strong effect on disclosure for
several of the companies interviewed. This is the share
ownership of the company. All of the companies in the
sample except for Investment Company B were the subsidiary
of a parent company. However, only three of the companies,
Brunswick Mining and Smeltinqg, Scurry-Rainbow, and Prairie
0il Royalties made reference to the effect that this had on
their disclosure. These companies indicated that their
annual reports are not used to provide information to the
major shareholder. These major shareholders, through the
Board and other reporting functions, have substantially more
access to information about the company than is afforded by
the annual report. An informant at Prairie 0il Royalties
made a comment that illustrates the effect that ownership
can have on disclosure. The informant indicated that
Prairie 0il Royalties may provide more press releases in the
future because the ownership percentage held by the parent
company has dropped. Therefore, I would suggest that this
factor should be included in the GRW model as an additional
type of internal antecedent. It would also be interesting
to undertake further research to determine why only three of
the seven companies having greater than 50% of their
outstanding shares held by a single party felt that this

influenced their disclosure.
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In connection with this additional factor of share ownership
held by the parent company is the share ownership the
company holds in subsidiary companies. Investment
Management Company A indicated that the Management
Discussion and Analysis section in their annual report is
coordinated with the Management Discussion and Analysis

sections provided by their various subsidiaries.

The GRW model outlines two major groups of factors as
external antecedents: (1) Institutional and (2) Market.
Under the Institutional group there are three sub-factors:
(i) legislation; (ii) interorganizational networks; and

(iii) industry norms.

Legislation is clearly a factor in disclosure management
apart from the changing securities regulations that affects
all companies listed on securities exchanges. A key item
that affected all the mining, and oil and gas industries is
the CICA Handbook requirement to accrue site restoration

costs.

Interorganizational networks, described by GRW to affect

credit unions for example, did not appear to be a factor in
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the disclosure practices of any of the companies inter-

viewed.

Industry norms, however, was a factor that influenced

several companies:

- At Canadian Pacific Forest Products one of the
motivations to p:oduce an environmental report was the
fact that another company in the industry had already
produced one. "If the other company was going to tell

their story then our company should too."

- At Pulp and Paper Company A several environmen-
tal revorts from other companies were considered as
part of the planning rrocess for their first environ
mental report.

- Both Investment Management Company A and
Investment Management Company B indicated that as part
of the planning process, *hey reviewed annual reports

put out by other companies in their industry.

Under the market group of factors there are four sub-~-
factors: (i) regulation of markets; (ii) use of financial
markets; (iii) factor markets; ani (iv) competitive

position.

Regulated markets did not appear to be an explicit factor.

It may be argued though that government regulations on
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cutting and site restoration affect the resource based
industries. However, there was no indication from the
informants that this had an effect on their disclosure

practices.

Use of financial markets was a minor factor in determining
disclosure practices. Investment Management Company A
indicated that their Management Discussion and Analysis
section was prepared at a prospectus level in anticipation

of using it in a future prospectus.

Prairie 0il Royalties indicated that the annual report wvas
used by the marketing department as a marketing device.

Otherwise, reporting to employees was the only indication
that factor markets influenced the dis<losure practices of

the companies interviewed.

Competitive position did not appear to be a factor in
disclosure practices beyond the influence produced by

industry norms.

Discl.sure Issues

According to GRW, "Disclosure processes are activated by
specific issues, according to the norms and opportunities

perceived in each (p. 132).% It appears to me that the
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disclosure issues are in fact a latent variable which

manifests itself in one of tvo ways:

(1) issues that are considered during the disclosure
management process and are rejected - and
therefore very difficult to measure; or

(2) issues that are considered during the management
process and are accepted and developed into

disclosure - and therefore relatively easy to

measure.

Given that disclosure issues are best measured by measuring
disclosure outputs it would seem that the variable should be
deleted from the model as it is more appropriately treated

as a dependent variable than an independent variable.

External Consultants and Advisors

Support for this variable was mixed. GRW envisioned five
roles for external consultants and advisors:
(1) they help identify norms and opportunities;
(2) they identify formal and informal rules;
(3) they provide technical advice and an opinion;
(4) their involvement adds credibility; and

(5) they are a strategic resource in bargaining.
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There was no support for the first role. As far as the
second role, only Investment Management Company A indicated
that external parties aided in the identification of formal
and informal rules. As all of the companies in the sample
were listed companies that required an audit it can be
expected that the external auditors fulfilled the third and
fourth role to one degree or another. With regard to the
fifth role, only Investment Management Company A made
reference to the use of external advisors as a strategic

resource.

There is a sixth role for external consultants which falls
outside the realm of accounting and therefore, likely
outside the GRW model and that is the role played by
external writers and designers to improve the nature of the
communication in the annual report. Pulp and Paper Company
A employed an external consultant for design and writing
purposes. Brunswick Mining and Smelting employed an
external consultant for theme development and design
purposes and Investment Company A employed an external

consultant for writing purposes.

Structure - Internal

All of the companies interviewed, except Pulp and Paper

Company A provided evidence of an internal structure, i.e.,
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clear respoasibility for disclosure management assigned
and/or clearly understood policies and procedures. Pulp and
Paper Company A was experiencing some down sizing and
reorqganizing. Thus, roles and responsibilities were

soriewhat unsettled.

While evaluating the internal structure for disclosure
management for the various companies, two different
management styles emerged: one was a top-down approach, the
other was a bottom-up approach. Canadian Pacific Forest
Products, Pulp and Paper Company A, Investment Management
Company A, Investment Management Company B, and Mining
Company A all exhibited a top-down approach whereby
management appeared to be responsible for the entire
disclosure process. (It should be noted that in some of the

cases this may be due to the number of employees.)

Both Scurry-Rainbow and Prairie Oil Royalties made reference
to the use of formal and informal networks to gather
information. An informant at Prairie 0Oil Royalties
described it as a bottom-up process. However, these two
companies are not as far along the continuum as Brunswick
Mining and Smelting. Brunswick Mining and Smelting was the
only company of the eight that had a true bottom-up process
whereby operational managers are involved in the actual

writing of the annual report.
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Structure - External

The GRW model describes this as "the extent to which
external demands for information are channeled through
organizations that claim to represent thicrd-party interests
(p. 133)." This is clearly a strong factor for the resource
based industries which are influenced by government regula-
tions to disclose certain information directly to government
officials. Also, the resource based industries are
influenced by environmental interest groups. Based on the
companies interviewed it would seem that the pulp and paper
industry is the most affected by such groups as both
companies referred to two population segments Ontario -
those that live in the cities and don'’t understand the
issues and those that live in the country and make their
living from the environment. The two minina companies
appeared to be moderately influenced by interest groups.

The o0il and gas companies appeared to be the least
influenced by interest groups but this may be due to the
fact that the companies interviewed are upsiream companies

responsible for exploration and drilling.

summary

Although some of the sub-factors were not supported, the

interview results provide strong overall support for the GRW
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model of disclosure management. Nevertheless, a broader
sample may provide even stronger support. For example,
under the variable, Antecedents - internal, stock exchange
listing is posited to affect disclosure. However, this
could not be tested by the current study becauvse all

companies selected were listed on the TSE.

Based o¢n the discussion above, there are four areas where I

would suggest amendments to the GRW model:

(1) an expanded definition of ritualistic disclosure
position to clarify that disclosure position is

determined relative to other companies in the same

industry;

(2) the addition of share ownership (both of company

and by company) as a factor in the Antecedents -

internal variable;

(3) the deletion of disclosure issues as a variable as
this variable can be best examined by measuring

disclosure outputs; and

(4) the addition of another level to the Structure -
internal variable to differentiate companies that

prepare their disclosure on a top-down or a

bottom~up basis.
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Section 7.6 SUMMARY

This chapter examined the results of the fourth and final

stage of this research which is the interviews conducted

with the eight companies in the sub-sample.

A sub-sample was chosen in a purposive manner and thus the

larger companies from each of the four industries were

selected. Therefore, the results are not generalizable to a

larger population. However, it is felt that the depth of

these interviews provides some interesting insights into the

disclosure management process.

Sections 7.4 and 7.5 each offer their own summaries which

provide conclusions and suggestions for future research.

These two summaries are only briefly revicwed here.

Similarities in disclosure practices

(1)

(2)
(3)
(4)
(5)
(6)

Designated individual responsible for environmental
matters.

Adherence to an environmental policy.
Environmental auditing performed.

Trade journal articles have limited use.
Environmentally-related advertising is minimal.

Disclosure levels have increased over recent years.
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(7) Interviewed companies' current level of disclosure
output should remain fairly constant in the near

future.

(8) On an industry-wide basis, there will be an increase in
environmental disclosure.

(9) "Bad news" must be disclosed.

Differences in disclosure practices

(1) Resource based companies divided on use of an environ-
mental committee of the Board of Directors.

(2) Great deal of diversity in individuals responsible for
the annual report and in perceived audiences for the
annual report. However iterative review process

common.
(3) Environmental reports not common.

(4) OSC filings are prepared by different individuals from
company to company.

(5) Information releases are prepared by different in-
dividuals from company to company and at all but one of
the companies are limited to material release items as

required by the OSC.
(6) Limited used of brochures and educational material.

(7) The motivations for disclosure differed from company to
company.

Additional insights
(1) Environmental issues have created a need to change

management structures and functions.

(2) The companies interviewed described a broad range of
stakeholder groups.

(3) External consultants such as public relations
consultants are used in the disclosure management
process.

(4) Personalities in the corporation appear to have an
influence on the disclosure management process.
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(5) Environmental reports will become more common.
(6) There may be a potential role in the future for
external auditors to provide an opinion on environmen-
tal reports. However, before this role can be assumed

it will be necessary to develop environmental auditing
and reporting standards.

house model

Although some of the sub-factors were not supported, the
interview results provide strong overall support for the GRW

model of disclosure management.

Four amendments to the model were suggested:

(1) An expanded definition of ritualistic disclosure
position.

(2) The addition of share ownership (both of company
and by company) as a factor in the Antecedents -
internal variable.

(3) The deletion of disclosure issues as a variable.

(4) The addition of another level to the Structure -
internal variable to differentiate companies that
pr.pare their disclosure on a top-down or a
bottom-up basis.




CHAPTER EIGHT

SUMMARY AND CONCLUSIONS

8ection 8.1 INTRODUCTION

This chapter concludes the thesis. Section 8.2 provides the
objectives of this thesis. Section 8.3 outlines the results
of Stage I, the study of annual reports. Section 8.4
outlines the results of Stage II, the study of environmental
reports. Section 8.5 outlines the results of Stage III, the
study of additional disclosure. Section 8.6 outlines the
raesults of Stage IV, interviews of disclosure preparers.
Areas for future research are discussed in Section 8.7.
Section 8.8 concludes the thesis with a brief summary of the

key contributions of this thesis.

Section 8.2 OBJECTIVES OF THE THESIS

This thesis set out, in four stages, to accomplish the

following objectives:

(1) Determine the quantity of environmental disclosure
and describe the nature of environmental
disclosure.

(2) Determine if there has been a change in the
guantity and nature of environmental disclosure

over time.

(3) Dztermine the characteristics of firmc providing
environmental disclosure.

292
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(4) Explore the extent of accounting information found
in the environmental disclosure and the role of
accountants in producing environmental disclosure.

(5) Explore the management process behind the produc-
tion of environmental disclosure.

These four stages included:

(1) The development of a unique content analysis
protocol and its application to 183 annual reports
from a random sample of TSE companies (Stage I);

(2) An exploration into the existence of environmental
reports produced by the main sample (Stage II);

(3) A study of other disclosure (primarily 0SC
filings) produced by a sub-sample of eight
purposively selected companies (Stage III); and

(4) Interviews of disclosure preparers in the sub-

sample of the same eight companies (Stage 1V).

Any conclusions regarding the results found in these four
stages must be put into the context of the sample selected
before generalizations are made. For Stage I and Stage II,
the sample consisted of companies randomly chosen from four
industries. These companies were incorporated prior to 1969
and publicly traded on the TSE from 1969 onwards. These
companies continued to operate through 1979, 1989, 1990 and
1991. To the extent that this criteria is kept in mind, the

findings should be generalizable to other companies meeting

the same criteria in the same industries.
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For Stage III and Stage 1V, the sub-sample of eight in-
dustries was constructed in a purposive manner by selected
the two largest companies in each of the four industries
under study (investment management, mining, oil and gas and
pulp and paper). Therefore, the conclusions derived from
Stage III and Stage IV are not generalizable to a larger
population. However, the results form Stage IV were
extensive enough to be used to test the Gibbins, Richardson

and Waterhouse (1990) model of disclosure management.

Section 8.3 SUMMARY OF STAGE 1 RESULTS

The study of annual reports in Stage I (Chapter Four)
included four independent variables that were matched singly
with each of four dependent variables. The independent
variables were drawn largely from the literature on social
responsibility/environmental disclosure and narrative
disclosure. They are:
(1) Time (1969, 1979, 1989, 1990, 1991);
(2) Industry (investment management, mining, oil and
gas, and pulp and paper);
(3) Size of company (small - less than or eg—-al to
$10 million in total assets; medium - greater than
$10 nillion but less than $100 milliocn in total
assets; and large - greater than or equal to $100

million in total assets); and
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(4) Profitability (low - ROA less than industry mean
for companies in sample; and high - ROA greater
than or equal to industry mean for companies in

sample).

The four dependent variables measured the nature of the
disclosure. Likewise these were drawn from the literature.
Although, the dependent variables were more influenced by
practitioner literature than academic literature. The four
dependent variables are:

(1) Subject Matter (includes eight categories);

(2) Information Type (includes ten categories);

(3) Location of information (includes four

categories); and

(4) Tense of information (includes three categories).

Quantity of inforration was also treated as a dependent
variable. It was measured as the count of sentences per

annual report containing environmental information.

The results are presented by independent variable with
reference to the relevant literature as outlined in Table 2

in Chapter Two.
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Time (General Research Question #1)

Time has a significant effect on both the guantity of
environmental disclosure provided and on the nature of
environmental disclosure provided. It was found that the
gquantity of disclosure differed between the following years:

1991 and 1969; 1991 and 1979; 1990 and 1969; and 1990 and

1979.

The nature of disclosure also changed over time for certain
pairs of years in certain categories under all four
dependent variables: Subject Matter, Information Type,

Lozation »f information and Tense of information.

The results support both the Guthrie and Parker (1989)
conclusion that corporate social reporting is a long-
established practice and the Blunn (1992) conclusion that
annual reports are providing more discussion of environmen-
tal issues. This thesis demonstrates that disclosure has
increased, in agreement with Blunn. But, the thesis has
also demonstrated that as early as 1969 some companies were
providing environmental disclosure. Therefore, environcen-

ta) disclosure is an older phenomenon (i.e., not new within

the last five years) and a phenomenon that is increasing.
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Industry (General Research Question #2)

Industry has a significant effect on both the quantity of
environmental disclosure provided and on the nature of
environmental disclosure provided. It was found that the
quantity of disclosure differed between pulp and paper and

each of the other three industries.

The nature of disclosure also differed by industry in
certain categories under all four dependent variables:
Subject Matter, Information Type, Location of information
and Tense of information. It should be noted that Industry
was the independent variable that explained the most

differences in disclosure practices.

The results support the conclusions of the United Nations
Economic and Social Council (1992) which also found the
forestry industry to be the highest producer of
environmental disclosure. As well, the results are
consistent with the general conclusions reached by Ingram
(1978) and Thompson, Olsen and Dietrich (1987). The results
differ from Cowen, Ferreri and Parker (1987) who did not
find industry to be a strong influence in the type (i.e.,
subject matter) of disclosure produced. This may be due to
the use of different definitions of subject

matter/disclosure type.
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Size (General Research Question #3)

Size of company has a significant effect on both the
quantity of environmental disclosure provided and on the
nature of environmental disclosure provided. It was found
that the quantity of disclosure differed between large

companies and small companies.

The nature of disclosure also differed by size of company in
certain categories under the dependent variables: Location

of information and Tense of information.

This positive effect of size on disclosure supports the
findings of Cowen, Ferreri and Parker (1987); Trotman and
Bradley (1981); Ingram (1978); Buzby (1975); Singhvi and
Desai (1971); and Thompson, Olsen and Dietrich (1987).

Profitabjlity (General Research Question #4)

Profitability has no significant effect on the quantity of
environmental disclosure provided or on the nature of

environmental disclosure provided.

This lack of association between profitability and
disclosure is consistent with the findings of Cowen, Ferreri

and Parker (1987); Freedman and Jaggi (1986); Bowman and
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Haire (1975); and Guthrie and Parker (1989). Anderson and
Frankle (1980); Ingram (1978); and Singhvi and Desai (1971)
came to different conclusions. I suspect this is due to the

way profitability of economic performance was measuraed.

The Domain of Accounting (Research Ouegtion #5)

The environmental disclosure in annual reports was then
examined using three information dichotomies. These
dichotomies were derived from Lev (1992) with some adap-
tation. This was undertaken to both confirm the results
generated by statistical analysis and to determine what
portion of this environmental disclosure is accounting

information.

It can be seen by the following four conclusions that the
information dichotomies support the conclusions derived by
statistical analysis as discussed above.

(1) Use of these dichotomies is relatively consistent

over time. (Relates to General Research Question

#1.)

(2) As a percentage of its total disclosure, the pulp
and paper industry produces a significantly lowver

percentage of both accounting and regulatory
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disclosure. (Relates to General Research Question

#2.)

(3) As company size decreases the proportion of
regulatory disclosure increases. (Relates to

General Research Question #3.)

(4) Company profitability has no effect on disclosure

practices for any of the three information
dichotomies. (Relates to General Research

Question #4.)

Tables 40 through 43 found in Chapter Four indicate the
portion of accounting information for the variables Time,
Industry, Size of company and Profitability. Accounting
information is defined as the first five categories under
the dependent variable, Information Type. Non-accounting
information is the last five categories under the dependent
varjable, Information Type.
Accounting information:
-~ Dollars;
- Financial Impact;

- Risk Management-General;

Risk Management-Quantified; and

Risk Management-Compliance;
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Non-Accounting information:
- Acts/Processes-Quantified;
- Acts/Processes-General;
- Laws and Regulations;

General; and

t

- Non-specific.

Table 40 in Chapter Four indicates that the portion of
environmental disclosure that can be considered to be
accounting information has ranged from a low of 16.5% in
1969 to a high of 30.2 % in 1979. Thus, the percentage has
remained relatively constant over time at an overall per-

centage of 25.2%.

Table 41 in Chapter Four indicates that the portion of
information that can be considered to be accounting
information ranges from 21.8% in the pulp and paper industry
to 50.0% in the investment management industry. The mining
industry and the oil and gas industry are very close at
48.5% and 48.2% respectively. Because the bulk of environ-
mental disclosure is provided by the pulp and paper
industry, the percentage of accounting information is 25.2%

over the five industries.

Table 42 in Chapter Four indicates that the portion of

environmental disclosure that can be considered accounting
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information ranges from 23.1 % for medium companies to 26.3%

for small companies. Amongst the three sizes of companies

the average is 25.2%.

Table 43 in Chapter Four indicates that the portion of
environmental disclosure that can be considered accounting
information ranges from 20.3% for low profitability

companies to 27.6% for high profitability companies. Again,

the average is 25.2%

In short, only about one-quarter of the environmental

disclosure in the annual report can be considered accounting

information.

Future research is required in order to determine, from a
user point of view, what information is required and how

much accounting information is enough.

Section 8.4 SUMMARY OF STAGE 11 RESULTS

General Research Questijons #6 and #7

Oonly one environmental report (Canadian Pacific Forest
Products Limited) was found for the companies in the main

sample for the years under study. While the type of
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analysis that can be performed with one environmental report

is limited the results are reviewed briefly.

(1)

(2)

(3)

(4)

The annual report with 69 sentences coded contained
more environmental disclosure than the environmental
report with 56 sentences coded. (See Table 44.) This
is likely due to the fact that the environmental report

was only four pages in length.

With regard to subject matter, the annual report is
more focused on the product whereas the environmental

report is more focused on by-products. (See Table 44.)

With regard to type of information, the annual report
places more emphasis on dollars, financial impact and
description of general acts whereas the environmental
report places more emphasis on all three categories of

risk management. (See Table 45.)

There appears to be little difference in the tense used

between the two documents. (See Table 46.)

Although it is not possible to make any generalizations on a

sample size of one, it would appear that the results are

consistent with Zeghal and Ahmed (1990) and Lebar (1982) who




304
indicate that different reporting vehicles send different

messages.

Future research designed to investigate more companies with
environmental reports is needed before conclusions can be
made regarding the comparison of annual reports and

environmental reports

8ection 8.5 SUMMARY OF STAGE III RESULTS

General Research Ouestions #£8 and #9

Outside of the annual report, additional environmental
disclosure was found primarily in the 0OSC filings mandated
by securities regulations. Only two companies of the eight
(Canadian Pacific Forest Products and Pulp and Paper Company
A) provided any additional environmental disclosure in
periodicals or newspapers. And, only one company of the
eight (Canadian Pacific Forest Products) provided additional

environmental disclosure through voluntary corporate

documents.

The quantity and nature of environmental disclosure found in
the 0SC filings as compared to the annual report were
analyzed qualitatively and statistically. It was found that

there was no difference in the quantity of disclosure
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provided through the two media. And, there were few
differences found between the nature of the disclosure

provided through the two medi-=.

As far as differences within each medium. It would appear
thac in both media the information is more present oriented
than future oriented. The results of the statistical tests
on possible differences in information type were not
conclusive. No differences were found with regard to the

use of subject matter.

These results contradict the conclusions of Zeghal and Ahmed
(1990) and Lebar (1982). These two articles suggest that
different reporting vehicles send different messages. This
was not found to be the case in Stage III although it was
fourd to be the case in Stage 1I. This contradiction may
arise because of the small sub-sample used in the thesis
(eight companies) or perhaps the examination of different
vehicles (as in the case of Zeghal and Ahmed) or perhaps
finer screen on classifying information (as in the case with

Lebar) .

Further research needs to be performed in this area to
determine if companies are sending out different messages in

different reporting vehicles.
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Section 8.6 SUMMARY OF STAGE IV RESULTS

General Regearch Questions #10

Sixteen basic questions were asked of each informant and the
results proved very similar in some cases and very diverse
in other cases. Table 56 in Chapter Seven .ists the

questions and where responses were similar or different.

Similarities

(1) All of the six resource based companies have a
designated individual in an upper management position

responsible for environmental matters. (See Table 57 -

Interview Question #1.)

(2) All of the six resource based companies adhere to an
environmental policy. (See Table 59 - Interview

Question #3.)

(3) All of the six resource based companies use environmen-
tal auditing to one extent or another. (See Table 60 =-

Interview Question #4.)




(4)

(5)

(6)

(7)

(8)
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Trade journal articles have very limited use for
corporate communications. (See Table 65 - Interview

Question #9.)

Environmentally-related advertising is minimal. (See

Tabl2 67 - Interview Question #11.)

Disclosure levels have increased over recent years on
both a voluntary and regulatory basis. (See Table 68 -

Interview Question #12.)

Most of the companies felt that the current level of
disclosure output should remain fairly constant in the

near future. (See Table 69 - Interview Question #£13.)

It was felt that on an industry-wide basis, there would
be an increase in environmental disclosure. (See Table
70 - Interview Question #14.) This is not consistent
with the comments made by the individuals that felt
that their own disclosure levels would remain fairly
constant in the near future. Perhaps, the individuals
interviewed see their companies as industry leaders in

disclosure.
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There was a unanimous response amonget &ll eight
companies that "bad news" must be disclosed. (See

Table 71 - Interview Question #15.)

Rifferences

(1)

(2)

(3)

The resource based companies were divided as to whether
or not there should be an environmental committee of

the Board of Directors. (See Table 58 - Interview

Question #2.)

There is a great deal of diversity in the nature of the
individuals responsible for the annual report. (See
Table 61 - Interview Question #5.) Perceived audiences
for the annual report differ from company to company.
(See Table 61 - Interview Question #5.) However, the
iterative review process and notion of the annual
report as a consensus document was common to all eight

companies. (See Table 61 - Interview Question #5.)

Environmental reports are being prepared or planned by
the two largest companies in the sub-sample which are
pulp and paper companies. The other resource based
companies in the sub-sample do not appear to be

planning to undertake such disclosure. (See Table 62 -

Interview Question #6.)
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(5)

(6)

(7)
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OSC filings are prepared by different individuals from
company to company. (See Table 63 - Interview Question

#7.)

Information releases are prepared by different in-
dividuals from company to company. (See Table 64 -

Interview Question #8.)

Essentially only two companies provide brochures and
educational material. (See Table 66 - Interview

Question #10.)

The motivations for disclosure differed from company to
company. (See Table 72 - Interview Question #16.) It
appeared as though the two pulp and paper companies
felt the strongest pressure from the general public/in-
terest groups to provide environmental disclosure.

This may be because of the industry the companies
operate in or it may be as a result of the size of the

companies.

Additional insights were derived from the interviews. These

are:

(1) Environmental issues have created a need to change
management structures and functions. The resource

based companies have responded uniformly by




(2)

(3)

(4)

310
creating upper level environmental management
positions and undertaking environmental auditing.
However, the need for an environmental committee
oi the board and the nature of TChe role played by
directors differs from company to company.
Although further research into this area of
management structure and corporate governance is
advised it is outside the reulm of mainstrean

accounting research.

The companies interviewed provided a list of a
broad range of stakeholder groups that influenced
disclosure management and were regarded as
audiences for the environmental disclosure.
Further research to more clearly identify user
groups and their needs would be beneficial to the

disclosure management process.

External consultants such as public relations

consultants are used in the disclosure management

process.

Personalities in the corporation appear to have an
influence on the disclosure management process.

In two of the companies the President. had a strong

influence on the disclosure outputs.
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(6)
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Based on the interviews it appears that environ-
mental reports will become more common. Although
there is a strong desire to maintain them as
voluntary documents, chere is also an
understanding that some form of standardization is
required in order to uwake the documents com-
parable. Future research could monitor this
change with a view to aid in standard setting

where required.

Although not as commonly discussed in the inter-
views, there appears to be a potential role in the
future for external auditors to provide an opinion
on environmental reports. However, before this
role can be assumed it will be necessary to
develop environmental auditing and reporting
standards. At this time research is more ap-
propriately focused on developing such standards.
However, it may be interesting to survey attitudes
towards obtaining independent verification of

environmental reports.
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Interview results cast in the Gibbins, Richardson and
Waterhouse mudel of disclosure management

Although some of the sub-factors in the model were not
supported, the interview results provide strong overall
support for the GRW model of disclcsure management.
Nevertheless, a broader sample may provide even stronger
support. For example, under the variable, Antecedents -
internal, stock exchange listing is posited to affect
disclosure. However, this could not be tested by the

current study because all companies selected were listed on

the TSE.

Based on the discussion above, there are four areas vhere I

would suggest amendments to the GRW model:
(1) an expanded definition of ritualistic disclosure
position to clarify that disclosure position is
determined relative to other companies in the same

industry;

(2) the addition of share ownership (both of company

and by company) as a factor in the Antecedents -

internal variable;
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(3) the deletion of disclosure issues as a variable as
this variable can be best examin.. by measuring

disclosure outputs; and

(4) the addition of another level to the Structure -
internal variable to differentiate companies that
prepare their disclosure on a top-down or a

bottom-up basis.

general Regearch Ouegtion #£11

Hhat role did the accounting function play?

In the six resource based companies, each with their own
environmental management position, there was only one
individual with a professional accounting designation that
was responsible for environmental matters and hence,
environmental disclosure. This individual, at Scurry-
Rainbow, obtained this position by way of experience in the
internal audit department of the company. Other individuals
holding the environmental management position were for the

most part engineers.

Thus the small sample did not reveal an existing strong

primary role for the accounting profession. Therefore, this
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discussion moves from a report of findings to a discussion

about what role accounting should play.

What .9le should the accounting function play?

Birnberg (1980) discusses the concept of different ac-
counting for different purposes. He says that the current
problems that we have with disclosure are "“"the result of
contemporary economic relationships requiring more than a
single accounting to properly portray their effects to the
users of Financial Statements (p. 79)." Perhaps we can not
and should not try to squeeze environmental reporting into
our current model. But, the developing of new models is an

important topic for future research.

There are a number of areas within our current financial
reporting model that accountants need to concern themselves
with. These areas are:

- site restoration costs;

- capital expenditures;

- compliance with environmental laws; and

- need f: r environmental information.
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Site restoration costs

As a minimum, accountants need to understand how such
estimates as site restoration costs are being calculated.
Accounting has evolved to the point where other profes-
sionals play a role in developing financial information and
where accountants rely on these professionals. Actuaries
develop estimates for pension accounting purposes and
insurance reserves. Such estimates are reviewed by
accountants for reasonableness. Lawyers opine on the status
of litigation and advise accountants as to their estimation
of outcome. Such opinions are reviewed by accountants and
wvhere necessary are accrued and/or disclosed as contingen-

cles.

Likevise, if accountants are going to exercise due diligence
they need to take the site restoration estimates provided to
them by engineers and satisfy themselves as to the

reasonableness of the estimates.

Capital expendjtures

Site restoration costs are but one small component of
environmental disclosure. Capital expenditures on pollution
control and production equipment for environmentally-

friendly products such as recycled newsprint also form part
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of the accounting system. Accountants need to acquaint
themselves with such costs for both planning and record
keeping purposes. An article in The Globe and Majil (Gibbon,
1994) cites one company, Domtar, which will have to spend
$320 million over the next three years to bring its nine
pulp and paper mills into compliance with new provincial and
federal environmental standards. Of the $250 million set
aside for the company's capital expenditures in 1994, $100

million is for environmental improvements.

Note that recording environmental costs is not a trivial
matter. For example, one decision to be made is whether to
capitalize or expense the cost. A CICA research report,
Environmental Costs and Liabilities: Accounting and Finan-
cial Reporting Issues, (1993a) revealed that the study group

for the research report was unable to come to a consensus on

issues of capitalizing versus expensing environmental costs.

There should be little dispute that these are the kinds of
environmental items that accountants must concern themselves
with now, admittedly with the assistance of the appropriate

engineering, scientific and technical personnel.
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Compli ] . cal ]

Accountants must also ensure that the company is in
compliance with current environmental laws and, for planning
purposes, accountants should also understand what is likely
to happen to these laws in the future. This conclusion is
supported by Rittenberg, Haine and Weygandt (1992, p. 13),
"It is our view that internal auditors will be increasingly
called on to evaluate both (1) the entity's compliance with
applicable environmental laws a.d regulations and (2) the
entity's potential exposure to existing environmental

cleanup provisions."

Need for environmental information

External accountants must be aware of environmental issues
not only to ensure that estimates and contingencies are
appropriately reported but also to have an overall view of
how environmental matters can affect the health of an or-
ganization. The SEC Commissioner was reported to have saiad
in a speech: "Environmental costs are one of the critical
issues facing businesses today. (Deloitte & Touche Review,

1993, p. 1)."

If the demand for more environmental information increases,

as The Economist (1993) and Mahood (1993) suggest, then, as
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a minimum, accountants will have to consider how environmen-

tal issues will be reflected in the Financial Statements and

the MD&A.

Section 8.7 FURTHER AREAS OF RESEARCH

The work done in this thesis points out other areas which
have been studied, or are currently under study and need to
be studied both from an academic frame of reference and from

a practical and professional frame of reference.

Some of these areas include the following:

User needs

Further research to more clearly identify user groups and
their needs would be beneficial to the disclosure management
process. The accounting profession needs to identify and

respond to these needs.

Envi; tal ] tandard

There is a need to develop environmental reporting stan-
dards. As accountants have experience in setting financial
reporting standards they have expertise to contribute to the

environmental standard setting process. standardization is
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critical to ensure that environmental disclosure is

comparable between companies and over time.

Environmental indicators

There is a need to develop measures or indicators of
environmental performance. Given accountants training in

measurement, they have expertise to offer in this area.

Increased business knowledge

As environmental i .ues can have a significant impact on
business, accountants will need to learn more about how
these issues impact business as part of their knowledygye of
the business (for external accountants) or for managing the

business (for internal accountants).

Working with other professjonals

Environmental management is a multi-disciplinary area and
accountants will need to rely on the work of engineers,

scientists and technologists just as they now rely on ac-

tuaries and lawyers.
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If the credibility of environmental reports are called into

question, the accounting profession will have expertise to

offer in the rendering of opinions on reported information.

Hence, there is still much work left to do in this area of

environmental performance reporting.

Section 8.8 KEY CONTRIBUTIONS

This thesis has taken an exploratory, descriptive approach

with the following objectives in mind:

(1)

(2)

(3)

(4)

(5)

Describe the environmental issues that are
surrently being disclosed in annual reports and
other media and the nature of the information used

to present these issues.

Determine if there has been a change in the
quantity and nature of environmental disclosure

over time.

Determine the characteristics of firms providing
environmental disclosure.

Explore the extent of accounting information found
in the environmental disclosure and the role of
accountants in producing environmental disclosure.

Explore the management process behind the produc-
tion of environmental disclosure.

The four stages of the research set out to answer these

objectives with a combination of methods and sources of
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data. And, I believe that this thesis makes a contribution

to the field of accounting for the following reasons.

First, a specifically designed content analysis
clasgsification scheme was developed and can be used to
analyze further items of disclosure such as environmental
reports. The classification scheme outlines the subject
matter being discussed, the type of information used, where
the information is located and the tense of the information.
This classification scheme can also be used to prompt
discussion as to which of the categories of the

classification scheme relate to accounting and which do not.

Second, even though environmental performance reporting is
an increasing trend, this thesis provided data to indicate
that yes, the trend is increasing but that environmental
performance reporting has also been with us for several

decades.

Third, firm characteristics such as industry and size cof
company were found, consistent with the extant literature,
to have an effect on environmental disclosure. Profitabili-
ty, was found to have no effect on environmental disclosure

(also consistent with the extant literature.)
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Fourth, only about 25% of the environmental disclosure being
provided contains accounting information, as defined in this
thesis and the interviews demonstrated that accounting
currently plays a very limited role in the preparation of

environmental disclosure.

Fifth, interviews with 17 individuals over eight companies
served to illustrate some of the similarities and some of
the differences in current environmental performance
reporting practices. The results of these interviews were
also used to provide additional support for the Gibbins,

Richardson and Waterhouse model of disclosure management.

Hopefully, these contributions will further the development
of accounting and accounting practices to meet the challen-
ges of a rapidly-changing world which needs properly

communicated environmental information.




APPENDIX A
LIST OF KEY TERMS USED TO EXTRACT TEXT
(Derived from Annual Reports and Environmental

Reports Outside of Selected Sample)

accidental process emissions
accidental release

acid deposition

acid gas emissions

acid mine drainage

acid mine drainage water and metals
aciad rain

acidification

acute toxicity

adsorbable organic halides (AOX)
air emission control system

air emissions

air emissions inventory program
air emissions reduction project
air permit

air quality

air quility and meteorological monitoring
ambient air quality

ambient air quality requirements
ambient ground levels

animals

AOX

aquatic life

atmosphere

atmospheric emission requirements
atmospheric emissions

avian life

avoidance handcut

avoidance handcutting

backlog areas

benzene

biochemical oxygen demand (BOD)
biodegradability

biological treatment facility
bioremediation

bioremediation facility

bleach pulp

bleaches hardwood

bleaching mills

bleaching process

blue box

BOD

323




buffer zones
Business Council for Sustainable Development
by-product recovery
Canadian Eco Logo

carbon dioxide

carbon dioxide emissions
CFCs

chemical oxygen demand {(COD)
chlorine

chlorine bleaching
chlorofluorocarbons
clarifier

clean air

Clean Air Act

cleaned

cleaner materials

cleaner technologies
cleaner world

cleanup

cleanup operations
cleanup work

clearcut harvesting
clearcutting

co,

CO, emissions

cOoD

composting

conservation

conservation of resources
conserve

conserving energy
containment

contaminant infiltration
contaminants

contaminated
contaminated soils
contaminating a site
contamination levels
control equipment

control final water quality
corrosion protection
corrosion-related failures
cutting less vegetation
decommission
decommissioned
decommissioning
decontaminate

de-inked

de-inking facilities
de-inking facility
de-inking process

324




325

delivery spills

dioxin

dioxins

discharge

discharge levels
discharge of contaminants
discharge of product
discharged

discharges

disposal

disposal options

disposal sites

dust deposition rates

Eco Logo

ecological

ecological balance
Ecologo

ecology

aecosystem

aecosystems

effluent

effluent control processes
effluent monitoring
effluent quality

effluent treatment
effluents

electricity

electrolyte discharged
elevated concentrations of lead in soil
eliminating discharges
emission

emission assessments
emission control processes
emission control rates
emission controls
emission factors and data
emission levels

emission targets
emissions

emissions inventories
endangered species
endangered wetlands
energy bill

energy conservation
energy consumption

energy cost

energy efficiency

energy efficient

energy intensity

energy management

energy management plans
energy management programs



energy management workshops
energy reduction
energy reduction targets

energy savings

energy sources

enerqgy study
energy use

energy-savings suggestions
energy-savings targets

environment

Environment Canada
environment code
environment committee
environment ministry

environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmer.tal
environmental
environmental

advances

affairs staff
analysis

area

assessment
assessment study
assessments
auditing

auditing program
audits

awvard

awareness
awareness and concerns
benefits

business issues
codes of practice
commitment
committee

concerns
consideration
considerations
consulting

control facilities
control systems
control technology
co-ordinators
damage

data
decision-making
degradation
destruction
disruption
education
education and training
communication programs
engineering
engineers
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environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
Environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental

enhancement
equipment
expenditures

fund

goal

goals

groups

guidelines

impact

impact assessment
impact assessment studies
impact assessments
impacts
information
initiatives
investments

issue

issues

leadership
necessity
management
management and accountability
management operating systems
management system
management tool
matters
monitoring program
networks

objective
objectives
perfection
performance
planning consultant
policy

policy statements
practices

problems

processes

program

program management
progress report
projects
protection
Protection Agency

protection and water resources acts

protection guidelines
protection facilities

protection, preservation and renewal

quality
science
specialists
standards
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environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental
environmental

regulations

report

requirements

research

research and development
resources
responsibilities
responsibility

review

reviews

services staffs

solutions

standards

standards and regulations
story

stresses

studies

training and spill prevention

environmentalists

environmentally
environmentally
environmentally
environmentally
environmentally
environmentally
environmentally
environmentally
environmentally
environmentally
environmentally
environments

acceptable level
attractive

friendly

friendly operations
heedless economic growth
responsible manner
responsible way
safe manner
sensitive products
sound

sustainable

eroding wilderness lands

excess smoke
excessive smoke

exhaust emissions

extinct

extinct species
final closures
tish

fish and game associations
fish and wildlife officers

fisheries

forest land management
forest management
forest management practices

forest renewal

fossil fuel impacts

fuel consumption

fuel with a lower sulphur content

furans
future removal

gas and dust emissions
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gaseocus emissions

gasoline vapor recovery
gasoline vapors

global climate change

global warming

gold exploration project closed

Green Plan (from the Government of Canada)

greenbelting

greenhouse effect
greenhouse gas

greenhouse gas emissions
greenhouse gases

ground level concentrations
ground-level ozone
groundwater contamination
groundwater protection
H,S

habitat

Habitat Evaluation Procedures
halons

hazardous chemicals
hazardous waste

hazardous waste management procedures
hazardous waste sites
herbicides

hydrocarbon

hydrocarbon vapor recovery
hydrogen sulphide
impurities

incinerated

lambing

land

land disturbed

land impact

land restoratiaon

landtill

landfill sites
landfilling

leaching

lead antimony slag

lead concentrations

leak

leak detection

leak prevention

less wvaste

life cycle

life cycle impacts

life cycle management
life cycle stewardship
livestock

low sulphur diesel
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mammalian life
mandatory cleanup

metal discharges

minimize emissions

minimize packaging
minimizing impacts

mining activities disturb land
Ministry of Environment
Ministry of Forestry, Lands and Wildlife
National Round Table on Environment and Economy
natural capacity

natural environment

natural regeneration

natural resources

natural surroundings

natural wetland property
nitrogen oxides

nitrogen oxides emissions
non-hazardous waste
non-ozone-depleting
non-renewable

non-toxic

not satisfactorily restocked
No,

NO, emissions

nurseries

oily sludge

oily soils

old growth forest
organically contaminated waste water
ozone depletion

parks

pesticides

physical audits

plant seedlings

planted

pollutants

pollution

pollution abatement
pollution control equipment
polystyrene

post~consumer fibre
post~consumer polystyrene
pre-commercial thinning
preservation

preserve

preventing spills

prevention

process water

product stewardship

protect waterways
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protective booming

raw materials packaging requirements
receiving waters

reclaim

reclaimed

reclaiming

reclamation

reclamation activities
reclamation efforts
reclamation plans
reclamation work
reconditioned °

recover

racovered

recyclable

recycle

recycled

recycled fibre

recycled fine papers
recycled material

recycled papers

recycled pulp

recycling

recycling collection systems
recycling efforts

recycling service

recycling system

reduce

reducing

reaucing waste

reductions

reforestation

reforestation practices
reforestation programs
reforesting

regenerating the harvested sites
rehabilitation

remediation

replanted

replanting

reprocess

re-seed disturbed land
reseed naturally

re-shape the former open pit area
resource management
resource management practices
restock naturally
restocking

restoration

restoring sites

restoring surrounding terrain
retreatment




returnable
returnable containers
reusable containers

reuse

reuse and recycling program
reused

revegetation

river cleanup

Round Table on Environment and Economy
saving energy

seal off mine openings
sealing up the mine shaft
second growth forests
seedlings

seepage collection systems
seismic impact

seismic operations
selective cutting
silviculture

site assessment

site decommissioning

site effluent

site reclamation

site remediation

site restoration

skimming operations

smog

S0,

SO, emissions

S0, plume

soil

soil contamination

soil erosion

soil quality

soil removal and replacement
solid waste

solid waste management
spawning

species

spill containment facilities
spill detection

spill of tailings

spill prevention

spill prevention project
spillage

spills

stack sampling
stewardship

sulphur

sulphur dioxide

sulphur dioxide emissions
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sulphur dioxide levels

sulphur dust

sulphur recovery

sulphur recovery unit
sulphur-contaminated soil
sulphur-free

sulphuric acid released

sulphuric acid spill

suspended particulate

suspended solids

sustainability

sustainable development
sustainable development audits
sustainable development plan
sustainable development plans
sustainable development policy
sustainable development principles
sustainable development projects
Sustainable Development Task Force
sustainable economic development
sustainable production

sustained yield

switched from packaged to bulk
3Rs

toluene

total reduced sulphur (TRS)

total suspended particulate matter
total suspended particulates

total suspended solid materials (TSS)

total suspended solids
toxic

toxicity

trace levels

trace metals

treating water

treatment systems
treatment units

tree nurseries

tree nursery operations
trees

TRS

TSP

TSS

untreated discharges

used oil collection program
used oil recycling program
vegetation

vegetation management plan
voc

volatile organic compounds (VOC)
waste

waste disposal
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waste disposal techniques
waste investigations

waste management

Waste Management Act

waste minimization

waste reduction

waste reduction targets
waste reduction task force
waste streanm

waste treatment

waste treatment systems
waste water

waste water filtration plant
waste water treatment plant
waste-disposal requirements
wastes

wastewater treatment system
water

water and gaseous emissions
water conservation programs
water consumption

water contamination

water discharge permit
water discharges

water permit

water quality

water runoff

water treatment facilities
water treatment plant
water treatment systems
water use management
waterfowl

waterways

wetlands

wilderness

wilderness lands

wildlife

wildlife consultant
wildlife habitat

wildlife habitats

wildlife management programs
xylene

zZero discharge

Also: any reference to aquatic, avian and mammalian life
(e.g., bighorn sheep, caribou, cougar, deer, elk,
ferrets, moose, osprey, red fox, red-tailed hawks,
trout, white-tail deer)
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APPENDIX C
A TRAINING GUIDE FOR ALL POSSIBLE COMBINATIONS
OF 8UBCECT MATTER AND INFORMATION TYPE

(Sentences developed for training purposes only)

Subject Information
Matter Type

1 1 Sales of our recycled fine papers
product line have reached $12 million.

b § 2 Sales of our recycled fine papers
product line have been double an-
ticipated levels.

1 3 We perform quality audits on a regular
basis to ensure that our recycled fine
papers product line meets our high

standards.

1 4 We perform guality audits on a regular
basis to ensure that our recycled fine
papers product line contains at least
50% recycled fibre.

1 5 As a result of our quality audits, we
know “hat our newsprint has continually
maintained sufficient recycled fibre
content to comply with U.S. laws.

1 6 We have 32 different products in our
recycled fine papers product line.

1 7 We are expanding our recycled fine
papers product line.

1 8 U.S. federal legislation requires that
we ensure that all newsprint sold to
U.S. markets contains 50% recycled
paper.

1 9 We feel that it is important to promote
the use of recycled paper products.

1 10 Producing recycled paper products is an
important way to help preserve our
natural resources.




Subject
Matter

2
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Information
Type
1 We have spent $16 million dollars in the

last three years on elaborate systems to
test the dioxin levels in the effluent
from our St. James paper mill.

2 We have spent considerable sums in the
last three years on systems to test the
dioxin levels in the effluent from our
St. James paper mill.

3 Effluent testing is done at our St.
James paper mill in order to ensure that
government regulations on dioxin are not
violated.

4 Effluent testing is done on a twice
daily basis at our St. James paper mill
in order to ensure that government
regulations on dioxin are not violated.

S As a result of effluent testing done at
our St. James paper mill we have
documentation that indicates that we
were in compliance with government
reqgulations on dioxin.

6 Dioxins are found in the St. James paper
mill effluent at levels of 20 ppn.

7 Several of our pulp mills use chlorine
bleaching in their processes which is
seen as an environmentally unfriendly
process.

8 New provincial regulations require that
the level of dioxin in the effluent from
our St. James paper mill not exceed 25

ppm.
9 We believe it is important to reduce the
use of chlorine bleaching in our
operations.
10 It has not been proven that the chlorine

bleaching process has adverse environ-
mental consequences.
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Matter

3
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Information
Type
1 We plan to invest $33 million in pol-

lution control expenditures over the
next three years.

2 We plan to make a significant investment
in pollution control equipment in the
upcoming year.

3 We soon expect to receive a report from
our consultants which will outline
alternative technologies for pollution

control.

4 By the end of the year we had trained
65% of our operations people on the new
pollution control equipment.

5 By curtailing production during the year
we were able to reduce emissions so that
we could maintain compliance with legis-

lation.

6 We have spent the last 10 years
designing appropriate pollution control
technology for our St. James mill.

7 We have been working for some time on
designing new pollution control tech-
nology for our St. James Mill.

8 We expect that there will be tougher
environmental laws in the future regar-
ding pollution control.

9 We are concerned that pollution control
equipment is not always available in the
marketplace.

10 Pollution control equipment is not

alwvays available on the marketplace and
therefore appropriate technology has to
be developed.
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Matter

4

339

Information
Type
1 We have spent $23 million on our refor-

estation program in the current year.

2 We have made a considerable financial
commitment to our reforestation program.

3 To ensure that our reforestation
programs are effective, we monitor our
replanted areas.

4 To ensure that our reforestation
programs are effective, we monitor one
quarter of our replanted acreage on a
rotating basis every year.

S By monitoring our replanting programs we
have ensured that we have maintained
compliance with our provincial permit.

6 During the current year we have planted
230,000 seedlings as part of our refor-
estation program.

7 We increased our reforestation levels
this past year.

8 Our license with the provincial govern-
ment requires us to prepare a detailed
reforestation program which is available
for public review.

9 We endorse the recycling programs initi-
ated by our employees.

10 Recycling can offer many benefits.
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Matter

5
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Information
Type
1 In accordance with the recommendations

of the Canadian Institute of Chartered
Accountants, we have accrued $13.6
million in the current year for site

restoration.

2 The accrual for depreciation anad
depletion includes an amount for site
restoration.

3 To ensure that there are no adverse

environmental impacts from sites that
have already been closed we routinely
perform inspections of all closed mine

sites.

4 We have 16 decommissioned mine sites
that we monitor on a regular basis in
order to ensure that there are no ad-
verse environmental impacts.

S We have just completed the decommis-
sioning of our St. James mine and have
been awvarded a cer’ (ficate of approval
by the provincial gouvernment.

6 There are 13 mine sites which must be
considered when we estimate our accrual
for site restoration costs.

7 We have chosen to incorporate community
concerns into our site restoration plans
wherever feasible.

8 The Canadian Institute of Chartered
Accountants now recommends that we
accrue for site restoration costs.

9 We heartily endorse the recent recommen-
dations from the Canadian Institute of
Chartered Accountants for accounting for
site restoration costs.

10 Site restoration costs have a negative
impact on the bottom line.



Subject
Matter

6
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Information
Type
1 We have donated $70,000 to varicus

recycling pregrams in the couuiu.iities in
which we operate.

2 Satisfying stakeholder demands for
environmental responsibility will prove
costly in the short-run but will serve
to secure our long term survival.

3 We have appointed a community liaison
officer in each of our plants to respond
to public concerns about environmental
issues.

4 Last year we responded directly to 23
complaints from the public regarding air
emissions from our St. James mill.

5 During the course of the year we were in
compliance with all environmental legis-
lation.

6 We have received 1600 requests from the

general public for our brochure
"Recycling in Your Home®".

7 We have held several discussion forunms
on environmental issues which have
included members of thr public as par-

ticipants.

8 Because of public dem..ds, environmental
laws are getting more and more strin-
gent.

9 We feel that it is important to keep in

touch with the communities in which we
operate. This helps us to become a more
environmentally responsible company.

10 Stakeholder analysis is an important
tool in developing a sound environmental

management systemnm.




Subject
Matter

7
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Information
Type
1 We calculate that the development of our

new corporate environmental policy cost
us $20,000 in employee time.

2 We have instituted a new policy of
spending one half of one percent of our
gross revenue on donations to community

recycling projects.

3 our policy is to perform an environ-
mental audit on all operational sites on
a routine basis.

4 Our stated policy is to reduce SO,
emissions to 75,000 kilotonnes per year.

5 In keeping with our environmental
policy, we have been in compliance with
all environmental laws throughout the

year.

6 our environmental policy has been
distributed by mail to all 15,000
employees throughout Canada.

7 We have held nuwerous information
sessions throughout Canada to explain
our environmental policy to our
employees.

8 Environmental policies are not required
by law but are rather something that wve
choose voluntarily to develop.

9 We feel that it is important to have a
corporate environmental policy.

10 The Canadian Mining Association has
developed an environmental policy.
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Matter
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Information
Type
1 We have spent $56,000 in training

programs to acquaint our employees with
the environmental laws that are
applicable to their job description.

2 We have spent considerable sums in
developing training programs to acquaint
our employees with the environmental
laws that are applicable to their job
description.

3 We have esppointed a new Vice-President
of Environmental Affairs who will be
responsible for monitoring environmental
issues.

4 During the year we conducted environ-
mental audits on six of our pulp and
paper mills.

5 The environmental audits we completed
during the year indicate several
instances in which we were not in
compliance with the law.

6 We have developed six different training
programs which are designed to address
environmental awareness through the cor-
poration.

7 We have designed training programs to
provide our employees with the necessary
level of environmental awvareness.

8 There are numerous environmental laws
that were considered when we deve ' loped
our new environmental management systen.

9 We endorse the concept of environmental
auditing.
10 Environmental auditing is a new concept

that is now being employed throughout
the industry.
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APPENDIX D

CONTENT ANALYSIS PROTOCOL

{A) DEFINING ENVIRONMENTAL INFORMATION

Although a 1list of key words used to identify environmental
information has been provided in Appendix C, such words will
not always signal environmental information in all contexts.

Therefore, care must be exercised in labelling a key word as

environmental information.

For example, "natural resources" is a key term. But, if a
company describes itself as a natural resource company the
sentence would not be codel as it provides no information as

tc how the company impacts the natural environment.

Because three of the four industries chosen for the study
are natural resource industries, information referring to
their main activities of extracting/harvesting natural
resources will not be coded. In general, use of the
environment in the ordinary course of business will not be
coded. Rather, only information about the environmental
impact will be coded, i.e., only description of the
degradation and conservation/preservation of the environment

will be coded.




345
There are uses of the word environment which are not
relevant for the purposes of this study. Specifically,
environment can mean "surroundings" and when such meaning is
intended, the word environment will not be coded. For
example, "The company operates in the harsh environment of

the arctic circle." would not be coded.

For the purpose of this study, health and safety will not be
considered environmental information and will not be coded.
{(The only exception to this will be when environment is used
in the same sentence as health and safety.) Although this
distinction may be argued, the determining factor for
excluding health and safety rests with the fact that there
is a body of legislation dealing with health and safety that
is quite separate from legislation dealing with environmen-

tal matters.

The environment inside the firm will not be coded as this

generally refers to health and safety matters.

References to recreation will not be coded. For example,
"Our logging roads are used by cthers for recreational

purpcses." would not be coded.
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(B) DETERMINING THE CONTEXT FOR CODING

The context of coding environmental information will be

defined by three decision rules.

(1) Everything in the environmental report can be con-
sidered environmental information except for the
following: health and safety information, non-environ-

mental community interaction; and information about the

company.

(2) Often there are special sections in an annual reports
or documents that are clearly devoted to environmental
information. Everything in these sections will be con-
sidered environmental information except for the
following: health and safety information, uon-environ-

mental community interaction; and information about the

company.

(3) Where decision rules (1) and (2) are not relevant, the
unit of context will be the paragraph. Coding shall
begin with the identification of the first key word in

the paragraph and subsequent sentences referring to

this key word shall be coded.
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{C) INFORMATION TO BE CODED

All coding is to be done on the main idea of the sentence.

All text in the annual report that expresses a complete

thought will be coded. This includes all text throughout

the annual report, captions for photographs and graphs, and
graphics that use text. Headings will not be coded unless
they represent a complete thought. The only exception to
the "complete thought" stipulation will be line items in
Financial Statements which are by tradition presented in
caption form. All line items in Financial Statements that

use key words will be coded.
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(D) INFORMATION THAT WILL NOT BE CODED

There is information in the annual and environmental reports
that is presented in such a fashion that it generally does
not represent a complete thought. Information of this type
will, without exception, be excluded from coding. This
includes:

- Table of contents;

- Glossaries; and

- Corporate directories. (This usually consists of a

listing of directors, corporate officers, operating

managers and public relations officers.)

There is also often information in the annual and environ-
mental reports regarding the production of the report, e.q.,
“"This report was printed on recycled paper." Information of

this type will rot be coded.
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APPENDIX E
SUMMARY OF INTERVIEWS

CANADIAN PACIFIC FOREST PRODUCTS LIMITED
INTERVIEWS CONDUCTED ON SEPTEMBER 21, 1993

{Interviews conducted with (i) Vice President, Environment
and (2) Vice President, Communications and Governmental

Affairs)

(1) Do you have any environmental executives?

The Company has had a Vice President, Environment since
1990.

(2) Do you have an environmental committee of the board of
directors?

Yes, since 1992. The Committee is composed of 3 directors
of the Company and the President/Chief Executive Officer.

(3) Do you have an environmental policy?

The Environmental Protection Policy was written in February
1990. In October 1952 it was revised and the name of policy
was changed to Environmental Policy.

The environmental policy was developed by the Vice
President, Environment in consultation with managers of
operating units.

Although the Company adopted the environmental policy of the

industry association as a member of the association, the
Company felt it was important to develop ite own policy.

(4) Do you use environmental audits?

The process of environmental auditing was begun in 1992. A.
D. Little was retained to train employees for the environ-
mental audit team and act as team leaders. Environmental
audit team members are not employees at the location under
their audit. Environmental audits to be repeated at each
location every two years.
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(5) What is the process for preparing and who is your
audience for annual reports?

The key individual responsible for preparing the annual
report is the Vice President, Communications and Governmen-
tal Affairs. This individual works with the Finance
Department to produce the annual report. The theme and
format for the annual report are set by the Vice President,
Communications and Governmental Affairs. The Finance
Department is responsible for producing the Financial
Statements and Management Discussion and Analysis (MD&A)
sections of the annual report.

The Corporate Secretary is responsible for the Corporate
Overview section (addresses and list of directors, etc.).
The Vice President Communications and Governmental Affairs
writes the Letter to Shareholders (which is reviewed and
approved by the President) and Review of Operations (which
is reviewed and approved by operations managers).

The environmental content in the annual report is provided
by the Vice President, Environmenc.

The annual report is reviewed by external auditors and the
Audit Committee. As a rule there is no substantive feedback

from these parties.

The audience for the annual report is seen to be: sharehol-
ders, customers and employees.

(6) Do you have an environmental report? If so, what is
the process for preparing it and who is your audience?

The first environmental report was published in 1991 and
took the form of a four page bulletin. This bulletin was
part of an ongoing series of environmental bulletins which
continues to be published four or five times a year. There
was some resistance by some management groups to providing
the information in the environmental report because of
concerns of how it would be received in the marketplace.
There was some concern that the information in the report
would not reveal a perfect record.

However, the Vice President, Environment and Vice President,
Communications and Governmental Affairs f=2lt that the report
was necessary and were able to produce it because they had
the support of the President. A document more substantial
than the four page bulletin was not provided because of the
resistance against releasing the information.
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The Company received positive feedback on the first
environmental report. Therefore, for the second environmen-
tal report, the Vice President, Environment and the Vice
President, Communications and Governmental Affairs had the
necessary support throughout the Company to produce a full
scale report in 1992.

The audience for the environmental report is seen as the
public (through the media), employees, politicians,
bureaucrats, customers, competitors and various as-
sociations.

The 1993 environmental report will be distributed
automatically along with the 1993 annual report.

The process for developing the environmental report is
managed by the Vice President Communications and Governmen-
tal Affairs and the Vice President, Envircnment. After
conducting research and reviewing what others in the
industry are doing, the Vice President Communications and
Governmental Affairs will prepare an outline based on prior
years and discuss it with the Vice President, Environment.
An outline is agreed upon and approvsd by the President.
Then the data collections begins. some of the information
is more easy to collect. For example some databases are
already in place for the purposes of reporting to govern-
ment. However, the Vice President, Communications and
Governmental Affairs also looks for spezific stories for the
environmental report such as efforts at habitat protection.

The first environmental report in 1991 was written by the
Vice Iresident, Environment. An outside public relations
firm ras hired to write the second report. However, both
the first and second draft produced by the firm did not
reflect the Company's situation nor use appropriate
terminology. Therefore, the Vice President, Environment and
his immediate subordinate wrote much of the second report.

Plans are to have the 1993 report written initially by an
outside writer. Then the Vice President, Environment will
edit the draft. The Vice President Communications and
Governmental Affairs will also make changes and then the
environment managers in each facility will be contacted and
asked for feedback on the draft. <Changes suggested by the
environmental managers will be incorporated into the draft.
Then senior level managers will review the draft. Before
publication, the report will be reviewed and approved by the
President.
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(7) What is the process for preparing other Ontario
Securities Commission filings?

The quarterly reports filed with the Ontario Securities
Commission are prepared by the Vice President, Com-
munications and Governmental Affairs and the Finance
Department. The same format is used for each publication.

A section on the environmental status of the Company is
provided as part of any prospectuses. This information
would be written by the Vice President, Environment.

(8) What is the process for preparing information releases
and who is your audience?

Numerous information releases are prepared by the Vice
President, Communications and Governmental Affairs.
Information releases would included financial information,
temporary shutdown of operations and key operational
activities such as the opening of new operational sites.

Information is obtained from various sources throughout the
Company depending on the nature of the information.

(9) Have you contributed to trade journal articles? 1If so,
what is the process for preparing such articles and who

is your audience?

The Company has involvement with trade journals in Canada,
the U.S and Europe. Many articles have been written about
the Company. However, from time to time the Vice President,
Communications and Governmental Affairs writes .. ticles for
submission to the trade journals. Also, individuals in
operations will write technical papers for trade journals
and/or for presentation at various industry or general
environmental conferences and seminars.

(10) Do you have brochures, educational material or employee
newsletters? If so, what is the process for preparing
such documents and who is your audience?

There are no brochures devoted to environmental matters. If
the Company was in a better financial position, the Vice
President, Communications and Governmental Affairs would
like to develop more brochures for educational purposes.

However, there is a periodical bulletin produced four or
five times a year. The bulletin, begun in 1990, is called
"Environmentally Speaking® and covers general environmental
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topics pertaining to the Company. The audience for this
bulletin is customers, politicians, media, public and
various associations.

The Vice President, Communications and Governmental Affairs
began producing an employee newspaper/newsletter in 1991
that usually provides informztion regarding environmental
matters in every issue. Articles from "Environmentally
Speaking" are reproduced in the employee newsletter.

(11) Do you engage in advertising? If so, what is the
process for preparing the advertising and who is your

audience?

Environmentally-related advertising has been undertaken in
the U.S. (the Company's largest market) trade journals since
the end of 1991. However, this advertising campaign has
been managed by the marketing department. The Vice
President, Communicaticns and Governmental Affairs was
consulted beforehand. However this is not standard process
with all advertising campaigns.

(12) what changes have happened in these procedures?

The biggest change in disclosure practice has been in the
production of an environmental report, a Company newsletter
(which includes environmental matters) and an environmental
news bulletin that is published pericdically.

There has been a change in the culture in the Company and a
realization of the need to "tell it like it is." The
environmental performance of the Company changed in the
1980's but these changes were not being communicated outside

the Company.

(13) What changes do you expect will happen in these
procedures?

No significant changes are anticipated. A 1993 environmen-
tal report will be produced. It is expected that there will
not be much information on environmental performance in the
annual report as this will be discussed fully in the
environmental report. There is a desire not to duplicate
information. The environmental report will be distributed
automatically with the annual report.

In the future approval for the environmental report will be
requested from middle level managers as well as upper level
managers. This will ensure that management "buys in" to the
report and will result in better input.
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Outside firms have been asked to provide creative approaches
to presenting the Company's annual report.

(14) What do you expect will happen with environmental
disclosure in your industry in the future?

Hopefully, more and more companies in the industry will
produce environmental reports. The industry has a bad
reputation. However, environmental management practices
have changed and we need to communicate this to the public.

It is likely that environmental audits will become mandatory
before environmental reporting will become mandatory. There
is currently a move to develop standards for environmental
auditing. If the standards are developed it will provide a
means to compare environmental performance between companies

and over time.

The preference is for environmental reporting to remain
voluntary. The industry will need to self-police in order
to ensure environmental reporting remains voluntary.

(15) Where do you stand on the disclosure of "bad" news?

There is no choice but to provide full disclosure. The bad
news has to be reported to the government. So, it is public

knowledge anyway.

(16) What are the factors that have motivated your corporate
environmental disclosure?

An environmental report was published by another company in
the industry and the Company felt that they had an environ-
mental record better than the company producing the
environmental report. "If the other company was going to
tell their story then our Company should too.*

The Company was also getting positive feedback when
questioned about its performance in small group and one-on-
one settings and felt that it should therefore communicate
using mass media. Even though the Company is losing money,
the environmental report is a "must® and will coatinue to be

produced.

Customers (especially European customers) were increasing
their demands for information about the Company'’s environ-
mental performance. "If we don't tell our customers what ve
are doing then they are going to believe Greenpeace.*
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Environmentalists accused the Company of not sharing
information. "The more transparent we become, the easier

our jobs will be."

The environmental report is a logical evolution of the
Company wanting to become more transparent. “The whole
environmental debate needs to be less emotional and more
scientific."

The information was also needed for politicians for
educational purposes. (Bureaucrats have familiarized
themselves with the industry and the Company and therefore
need updating but not educating.)

Motivation to disclose was not a reaction to legislation.
The Company was reacting to various groups. Now it is
proactive and telling the world what the Company is doing.
One of the individuals interviewed felt that for all intents
and purposes there are really two parts to Ontario. The
southern part with the people who live in the cities and
make up the environmental yroups and dorn't have full
knowledge of all the issues. Then there is the northern
part with the logging and pulp and paper communities. The
peuple in these northern communities make their living from
the environment and partake in many recreational activities
afforded by the great outdoors.




356

BRUNSWICK MINING AND SMELTING CORPORATION LIMITED
INTERVIEWS CONDUCTED ON NOVEMBER 19, 1993

{Interviews conducted with (1) President, (2) Director,
Environment and (3) D'irector, Corporate Affairs.}

(1) Do you have any environmental executives?

The Company has a Director, Environment who reports directly
to the President and provides a report to the Board on a
quarterly basis. The Director, Environment also acts as an
independent internal resource for the operating divisions
which each have their own individual responsible for
environmental matters. The position Director, Environmei.t
was created in August 199z. However, the first corporate
office position for the environment was created in 1988 when
the current Director, Environment was appointed Superinten-
dent, Environmental Services.

(2) Do you have an environmental committee of the board of
directors?

The Company does not have a separate environmental committee
of the Board. Management has considered establishing an
environmental committee, but has decided that it is not
warranted. Given the extent of the Company's operations, it
is possible to provide a comprehensive report with suf-
ficient detail to the entire Board in 30 to 45 minutes on a
quarterly basis and keep them apprised of environmental
matters. Thus, the entire Board is advised of environmental
matters and is responsible for environmental matters.

(3) Do you have an environmental policy?

Yes, the Board adopted an environmental policy in July 1992.
This policy is very similar to the parent company's
environmental policy. The Company has operated under the
parent company's environmental policy since 198S5.

The prime reason for adopting a company environmental policy
(in addition to the parent corpany environmental policy) was
to sensitize outside directors to the environmental policy
and to receive their endorsement.

The President was responsible for adapting the parent
company environmental policy to suit the philosophy of the

Company.
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(4) Do you use environmental audits?

The parent company has been performing environmental aucdits
on all its operations, including the Company, since the mid
1980's. An environmental audit is performed every three to
four years. (The parent company performs operational audits
every year in one of the following four areas: environmen-
tal, emergency preparedness, occupational health and
industrial hygiene.) One individual at the parent company
coordinates the audit scheduling and plays an active role in
the audit and the audit reporting process. The parent
company audit program was developed with the assistance of
A. D. Little. A. D. Little continues to assist with audits
by training eiployees of the parent company and its
subsidiaries in audit tecaniques and in acting as team
leaders and reporting back to the parent company. A. D.
Little also provides audit ceam members on occasion and has
reviewed the conduct of an audit for the parent company.

Audit team members are composed almost entirely of in-
dividuals from the Company and from other subsidiaries of
the parent company. At the end of each audit an audit
report is produced. Post-audit reports are issued to the
President of the Company as well as officials at the parent
company. Action plan preparation and the implementation of
audit recommendations are seen as critical steps and are
closely monitored. There is also follow-up from the parent
company on the implementation of the action plan.

(5) What is the process for preparing and who is your
audience for annual reports?

The Company is owned 64% by the parent company and 20% by
another single shareholder, leaving 16% of the shares widely
held. (Twenty-five percent of the employees of the Company
own shares in the Company.) Therefore, the two major
shareholders, through the Board and other reporting
functions, have substantially more access to information
about the Company than is afforded by the annual report.

"The annual report is a tool to inform shareholders and the
financial community so that they can draw meaningful
conclusions about the Company." While the annual report is
*designed in *ight of the shareholders" it also serves to
inform other ustakeholders. However, stakeholders such as
the government are informed on a much more regular anu
timely basis. The annual report is not seen as a tool for
communicating with government. "It is a weak platform for
communicating with government."® The Company operates in an
environment whereby the officials of the Company have a good
relationship with government officials and deal with them
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directly on an informal basis. The annual report is not
targeted as an employee communication vehicle either.

The Company had an environmental incident in the beginning
of 1991 that resulted in corporate interaction with outside
environmental interest groups. Interest groups do not make
it a practice to communicate with the Company on an ongoing
basis. The Company has taken the initiative in establishing
contacts but would prefer more regular dialogue.

The annual report is che responsibility of the Director,
Corporate Affairs. The Director, Corporate Affairs and the
President determine the theme of the annuval report for the
year. The theme is kept consistant throughout the front end
of the report (rion-Financial Statements, non-Management
Discussion and Analysis sections). An outside firm is used
tc develop the theme and de .ign of the annual report and
handle production. The design of the aanual report is
approved by the President.

All writing of the report is done by company personnel. The
President writes the President's Report to Shareholders and
the non-financial (i.e., outlook) section of the Management
Discussion and Analysis (MD&A). Each division is respon-
sible for writing their own section of the Corporate
Overview section and the Director, Environment is respon-
sible for writing the section of the arnual report dealing
with the environment. The Financial Statements and the
financial information in the MD&A are prepared Ly the
Comptroller. Environmental information in the MD&A is
written by the Director, Environment.

The Director, Corporate Affairs does not write the annual
report but assembles and edits contributions prepared by
various personnel in consultation with those staff. The
President reviews and amends the document as necessary to
ensure that he is satisfied with the information in the
document and the consistency of the information in the

document.

The Audit Committee reviews the financial components of the
annual report while the entire annual report is reviewed by
the external auditors and finally, approved by the Board.

The Presidepnt feels that the annual report should make the
corporation quite transparent, but he believes that the
words must be chosen with care. Disclosure must be
carefully managed to respond to the vari:. uses and users of
the a.nual report in a manner that commu .cates relevant
information to each user while minimizing the potential for

misunderztanding by others.
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The President spends a substantial amount of time working on
the annual report. He views it as an important document
which imposes internal discipline. The exercise of
preparing the annual report (and quarterly reports to the
Board of Directors and shareholders) permit us to “"take
stock of what we are doing and where we are going."

Site restoration costs began to be included as a line item
in the Financial Statements in the 1990 annual report. Each
site is responsible for their own estimation of restoration
costs. The Director, Environment assists them with the
preparation of these estimates. Estimates are provided to
the President and the Accounting Department. Specialist
advice is provided by parent company staff and consulting
engineers are used to develop detailed cost estimates.

Site restoration costs were estimated for internal purposes
long before the CICA Handbook requirement for site
restoration costs was established. When the CICA standard
came out in 1991 site restoration costs were updated and
they were re-evaluated again in 1993 in response to new
developments.

(6) Do you have an environmental report? If so, what is
the process for preparing it and who is your audience?

The Company does not have an environmental report, but the
pareni company produces an environmental report which
includes information about the Company. The parent company
approaches t..2 Company for information to supplement data
provided by the Company through the reqular compliance
reporting process. Once the parent company has prepared the
environmental report, the Company has the opportunity to
review the report and amend it if necessary. (The Company
is also given the opportunity to review information about
the Company that has been included by the parent in their
annual report.)

The Company is contemplating a four »>r eight page environ-
mental report to be written by the ' irector, Environment.
The report would be a stand-alone document, but would also
be inserted in all parent company environmental reports
distributed by the Company. All employees of the Company
received a copy of the parent company's 1991 environmental
report. The objective is to make employees aware of the
Company's environmental issues and performance and thereby
make employees environmental ambassadors for the Company.

The Tirector, Corporate Affairs has no involvement with the
parent company environmental report unless there is an item
relating to an environmental matter external to operations.
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(7) What is the process for preparing other Ontario
Securities Commission filings?

The annual information form (AIF) is prepared in the same
manner as the annual report. Each of the operating division
managers prepare their section on operations, the Comptroll-
er prepares the financial results and the MD&A prepared for
the annual report is included. The Director, Environment
provides a section on environmental matters for the AIF
which is more -omprehensive than the section in the annual
report. The AIF will discuss technical, financial and
regulatory issues surrounding corporate environmental
performance. The President reviews the AIF for consistency
and the AIF is also reviewed by the Audit Committee,
external auditors and legal counsel for the parent company.

Quarterly reports are prepared by the Comptroller. The
President will review and edit the report. The report is
then submitted to the Board for approval.

The prime audience for Ontario Securities Commission filings
is the investment community.

(8) What is the process for preparing information releases
and who is your audience?

Almost all information releases are prepared by the
Director, Corporate Affairs. Information releases are
generally approved by the President prior to release. The
Company does not limit its releases to material items. Both
voluntary and material information releases are issued.

Environmental information releases are prepared by the
Director, Environment in conjunction with operating
personnel. Operating personnel usually prepare the first
draft of the release which is then reviewed and amended by
the Director, Environment. (News items about external
environmental matters such as the bird sanctuary developed
by the Company are generally prepared by the Director,
Corporate Affairs.)

Depending on the issue, the Company may develop two releases
for a particular item. One release may be aimed at the
community (the province in which the Company operates) and
the other release may be aimed at the industry. News
releases are issued through various wire services and by
faxes sent directly to contacts in the province.

Information releases about the Company may also be issued by
the parent company. Media contact outside the province is
generally initiated by the parent ccmpany.
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(9) Have you contributed to trade journal articles? If so,
what is the process for preparing such articles and who
is your audience?

The Company provides articles for trade journals and papers
for scientific and technical journals. Whomever is closest
to the issue will be responsible for preparing the article,
i.e., operations personnel or the Director, Environment.

(10) Do you have brochures, educational material or employee
newsletters? If so, what is the process for preparing
such documents and who is your audience?

The Company prepares a variety of brochures. Some are
educational brochures which are written at a grade 6 level
to explain operations to students and visitors. Some of
them have been written targeting the provincial community as
the audience. One brochure was distributed as an insert in
the local papers. Another brochure was prepared to inform
the public of relevant issues prior to a public meeting
about the re-opening of one of the Company's operating
sites. The amount of environmental information content
varies from brochure to brochure.

The Company also produces an employee newsletter. Up until
fall 1993, each operating division produced their own
newsletter. However, one of the division publications was
adopted for use throughout all operating divisions of the
Company. The newsletter does not have a routine environmen-
tal disclosure component. Rather, any environmental
information is included on an as-needed basis.

Literacy and numeracy skills vary considerably within the
workforce. Most employee information is disseminated
through formal or informal training programs rather than
written material.

(11) Do you engage in advertising? If so. what is the
process for preparing the advertising and who is your
audience?

Advertising is normaily limited to the local paper and may

relate, for example, to the bird sanctuary developed by the
Company.

(12) What changes have happened in these procedures?

Disclosure levels have increased over the last five years.
Site restoration costs are a new Financial Statement item




362

that have been recorded since 1990. Within the last five
years the Company has provided more information about
environmental performance in the annual report. Also, the
parent company environmental report, which includes
information about the Company, was instituted for 1991.

(13) What changes do you expect will happen in these
procedures?

The current format of the annual report should remain fairly
congistent, but the Company will respond to new issues or
developments which may cause the format to change. There is
not likely going to be a significant change in volnntary
disclosure in the near future as there is no perceived need.

The President feels that the Company is in a business that
impacts the environment and therefore the environment will
always be an issue, but "the current emphasis on the
environment is faddisn. As time marches on the environment
will lose its attraction." The environment is a key aspect
of the business because the Company can operate only with
the consent of the public, but in future the environment
will be on a level that is more consistent with other
important aspects of operations. "We are not in the
business of being environmental winners or environmental
purists but we can't afford not to do well in environmental
matters." The potential business impact is simply too
great.

(14) What do you expect will happen with environmental
disclosure in your industry in the future?

With regard to the use of an independent opinion on the
environmental report, "if it doesn't add any value then
don't bother." The Company is not in favour of external
auditing of environmental reports because it wouldn't change
the information being reported and therefore would not add
any vaiue at this time.

The parent company's environmental reports disclose
environmental problems as well as achievements and have been
well received as a result. If the credibility of environ-
mental information becomes an issue in the future then an
independent opinion could add value.

Environmental disclosure needs to remain on a voluntary
basis. If the disclosure becomes regulated then it will
become inflexible and users will likely become inundated
with information. However, some voluntary standardization
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to allow comparability over time and between companies would
be desirable.

(15) Where do you stand on the disclosure of "bad" ncws?

All of our monitoring data is sent to the government.
Therefore, any member of the public has access to this
information. We would rather deal with the public directly
and answer any questions than have them obtain the infor-
mation from the government.

The government is apprised immediately of any "bad news"
regardless of whether or not the item is material. The
public is advised of all material "bad news" items. Each
time the Company is out of compliance, the government is
notified. However, public disclosure may not be warranted
if there is no environmental impact or if environmental and
financial impact is minimal.

(16) What are the factors that have motivated your corporate
environmental disclosure?

The fundamental purpose of the annual report is to provide
information that investors need to decide, on a rational
basis, whether to buy, sell or hold shares in the Company.
The goal is to "provide information to people that is
relevant to their needs." The annual report is designed in
light of shareholders and the environmental content is
predicated on the assumption that anyone interested enough
to read the annual report will be interested in environmen-
tal aspects as well as business aspects of the Company,
given the current level of public interest and the potential
business impacts.

Much of the growth in environmental disclosure in general is
due to the activity and needs of various interest groups.
Wherever practical the Company would prefer to identify and
respond to the specific interests and information needs of
those groups.




364

SCURRY-RAINBOW OIL LIMITED
INTERVIEWS CONDUCTED ON OCTOBER 22, 1993

{Interviews conducted with (1) Manager, Corporate Com-
munications; and (2) Manager, Safety, Environment &
Insurance. The Manager, Safety, Environment & Insurance is

a Certified Management Accountant.}

{It should be noted that the Company has no employees. Its
affairs are managed by the parent which in recent years has
held 88.1% ownership in the Company. At the time of the
interview there was an offer from the parent to buy the
balance of ownership from outside shareholders. There is no
differentiation in management practices between the Company

and its parent.)

(1) Do you have any environmental executives?

Nc, the Manager, Safety, Environment & Insurance reports to
the Vice President, Corporate who in turn reports to the
Chief Executive Officer.

(2) Do you have an environmental committee of the board of
directors?

In 1989 a safety and Environment Committee of the Board of
Directors of the parent was established. At the same time
the subsidiary's Audit Committee expanded its mandate to
include safety and environment.

(3) Do you have an environmental policy?

The parent company developed an environmental policy in 1978
which would have been applicable to the Company. Based on
an external consultants advice in 1990 the environmental
policy was combined with the safety policy resulting in a
single safety and environment corporate policy.

The policy is a one page document. However, it is supported

by two detailed manuals. One for the safety program and one
for the environmental management system.

(4) Do you use environmental audits?

At the end of 1991 the Company developed a formal environ-
mental management system. One component of this system is
environmental auditing. Environmental auditing is done for
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two purposes: (1) site assessments to determine the nature
of any environmental liability; and (2) monitor corporate
and regulatory compliance of its operations.

Compliance audits of properties were begun in 1992. It is
expected that all sites will be audited by the end of 199S.
Once all sites have been audited ihe audit cycle will begin
again with frequency of auditing based on a risk assessment
of each property.

Initially, an external consultant was hired to develop audit
protocol and act as a team leader on the first audit.

An individual from the site under audit would assist with
the audit but would not write the report.

“Environmental auditing in the Company is really in a
development stage. We have found it to be a very complex
process."

(5) What is the process for preparing and who is your
audience for annual reports?

The Manager, Corporate Communications, who reports to the
Vice President Law & General Counsel for the parent company,
is responsible for co-ordination and publication of the
annual report.

The theme for any given annual report is developed by
Corporate Communications and then approved by the Executive
Committee before the draft of the -eport is written.

The Manager, Corporate Communications obtains information
for the annual report through an informal communications
network. Also, major departments are solicited for
informatior. An in-house writer will draft the Report to
Shareholders and the Operating Report. The Finance Group
will provide the Financial Statements, Management Discussion
and Analysis, and Financial Review sections of the annual
report.

Once a draft is prepared it is reviewed by a Rev.ew
Committee comprised of management representatives from each
functional area as well as by the Executive Committee.
Additional drafts and additional reviews are undertaken
until a consensus is reached on the document. Normally
there are several review cycles before the annual report is
approved. The Internal Audit department and the external
auditors provide ongoing reviews. Finally, the annual
repor: is reviewed by the Audit Committee of the Board and
approved by the Board of Directors before it is printed.
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The Internal Audit Department gets a copy of all versions of
the annual report and is responsible for signing off on the
accuracy of the numbers and the facts.

The Safety, Environment & Insurance Group prepare an
estimate of site restoration costs and works with Finance on
developing the numbers which will be used for Financial

Statement purposes.

Site restoration costs were introduced in the annual report
in 1990, a year ahead of the requirement mandated by the
Canadian Institute of Chartered Accountants. This cost was
recognized in the Financial Statements earlier than required
because of corporate philosophy and a desire to "do it
right."

The audience for the annual report is shareholders and
analysts.

Because of the nature of its operations, the Company does
not have as much environmental impact as other companies in
the industry. The Company is a low-key company and has
never been targeted by environmental groups.

However, environmental interest groups are taking a little
more interest in the industry as a whole.

The Company communicates with the communities in which it
operates on a personal basis. Each communication activity
is site specific and situation specific. For example, when
starting operations in a community, or applying for a
iicense renewal, the community may be notified through town
hall meetings. Residents in the immediate vicinity of a
plant are contacted on a one-on-one basis in advance of
plant development or as part of an application for licence
renewal. There is no general written communication prepared
for the communities in which the Company operates.

(6) Do you have an environmental report? If so, what is
the process for preparing it and who is your audience?
There is currently no environmental report. There are no

plans to produce an environmental report in the future.

(7) What is the process for preparing other Ontario
Securities Commission filings?

The Vice President Law & General Counsel and the Corporate
Secretary (who reports to the Vice President Law) are
responsible for compiling, writing aid filing all documents
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required by the Ontario Securities Commission (0SC). They
will work with Corporate Communications and Finance to
obtain the appropriate information for the respective
filings.

(8) What is the process for preparing information releases
and who is your audience?

All information releases are prepared by the Manager,
Corporate Communications. The Company sees itself as a
conservative company and will not release information of a
speculative nature.

"We do not promote ourselves with regard “o our environmen-
tal performance."

Information releases are limited to quarterly earnings
announcements and any significant events, such as property
transactions, that are material.

Corporate disclosure is limited to regulatory requirements,
additional information in the annual report and information
releases. The Company sees itself as conservative and
wishes to take a low key approach to disclosure.

(9) Have you contributed to trade journal articles? If so,
what is the process for preparing such articles and who
is your audience?

The Company does nct contribute to trade journals.

(10) Do you have brochures, educational material or employee
newsletters? If so, what is the process for preparing
such documents and who is your audience?

The Company does not prepare brochures or educational
material specific to environmental issues. Broad environ-
mental issues or Company nvironmental projects are profiled
in the Company's monthly employee newsletter.

(11) Do you engage in advertising? If so, what is the
process for preparing the advertising and who is your
audience?

The Company does no advertising.
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(12) What changes have happened in these procedures?

Environmental disclosure has increased in recent years
because of the need to account for site restoration costs
and the higher profile that the environment has in reporting

to shareholders.

(13) What changes do you expect will happen in these
procedures?

There are no anticipated changes in the environmental
disclosure providzd by the Company, based on the current
ownership level, except for a likely increase in the
quantily of disclosure as the Company's environmental
management system matures. If the parent company is
successful in acquiring 100% ownership of the Company, the
Company will, of course, become private and therefore will
not be subject to the same disclosure requirements.

(14) What do you expect will happen with environmental
disclosure in your industry in the future?

We have no comments or speculation on what might happen to
environmental disclosure in industry. However, it is not
likely that companies will begin to disclose the results of
their internal environmental audits.

Wicth regard to environmental issues in general: "Our
industry and government have a much better relationship in
this province than is the case in Ontario. We are not as
adversarial. In our province, government and industry col-
laborate to find solutions to environmental issues. Also,
the industry is recognized as being a key economic factor
for the province."

(15) Where do you stand on the disclosure of "bad" news?

Material items would be disclosed. If there were any site
specific problems, the town council and immediate community

would be advised.

Under the new legislation that became effective on September
1, 1993 all information is available to the public.
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(16) What are the factors that have motivated your corporate
environmental disclosure?

The factors that motivate our current environmental
disclosure are: the Canadian Institute of Chartered
Accountants requirement to record and disclose site
restoration costs; good business practices; and good
corporate citizenship.




370

PRAIRIE OIL ROYALTIES COMPANY, LTD.
INTERVIEWS CONDUCTED ON OCTOBER 21 and 22, 1993

{Interviews conducted with (1) Manager, Investor Relations,
a Chartered Accountant; (2) Director, Safety, Environment &
Community Affairs; and (3) Vice President, Comptroller, a

Chartered Accountant.}

(It should be noted that the Company has no employees. Its
affairs are managed by the parent company which has more
than two-thirds ownership of the Company. In recent years
the parent has owned 74.4% of the Zompany. However, in
early 1993 this was reduced to 66%. There is no differen-
tiation in management practices between the Company and the

parent. ]

(1) Do you have any environmental executives?

There are no environmental positions at the executive level.
The Director, Safety, Environment & Community Affairs
reports to a Vice President who is not directly responsible

for operations.

(2) Do you have an environmental committee of the board of
directors?

There is no environmental committee of the Board of
Directors. However, there is an Environmental Management
Committee which is chaired by the President of the Company.
Through the President there is direct access to the Board of

Directors.

The Board of Directors has discussed the possibility of
adding an environmental committee of the Board. However, at
this point it appears as though an environmental committee
will not be added. The thinking is that an environmental
committee will be seen to take away the general respon-
sibility of the other Directors. All the Directors should
be responsible. Also, the presence of a committee may be
seen to remuve the responsibility of the other executives
and managers and this should not be the case.

(3) Do you have an environmental policy?

An industry association environmental policy was developed
in 1987 or 1988 and that policy was then adopted by the

Company.
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{(4) Do you use environmental audits?

Environrental audits are in use. Facilities are scheduled
to be audited once every three years.

The audit team is made up of company personnel: an
individual from the Environment, Safety & Community Affairs
group who acts as team leader cn all audits; an individual
from safety; an operations individual from outside the
district of the facility under audit and perscnnel from the
site being audited. Team members who are from the locatior
under audit act as guides.

Reports from audits are reviewed by the Environmental Audit
Committee which is chaired by the Vice President, Produc-
tions.

(S) What is the process fo- preraring and who is your
audience for annual reports?

The Manager, Investor Reiations is responsible for coor-
dinating and producing the annual report. The Financial
Reporting Department will provide the Financial Statements
and Munagement Discussion and Analysis portions of the
annual report. The Manager, Investor Relations writes the
Letter to Sharehoulders, and Corporate Overview sections of
the annual report.

The annual report is developed as more of a bottom up
process. The Manager, Investor Relations gets information
from the financial and various operational groups through
the internal reporting process throughout the year.
Information for the annual report is also derived from
informal communication networks. The Manager, Investor
Relations tries to keep up to speed on everything,
everywhere throughout the organization.

Once the Manageir, Investor Reliations has assembled what he
thinks is a fair and comprehensive document, copies are
distributed to the President and some other senior
executives for review and comment. Then the document will
be expanded, reduced and/or corrected depending upon the
decisions of the senior executiv:s. This process of senior
executive review and changes to the document is repeated
until a consensus is reached. Then the CEO will approve the
document.

Site restoration costs va2re ircluded in the annual report
for the first time in 1991. Nineteen ninety-one was also
the first year that the envi.onment was mentioned in the

annual report.
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There are no plans for changing the level of disclosure in
the annual from that vroduced in 1991 and 1992,

Tne audience for the annual report are essentially the
following parties: shareholders; the investment community
(prospective shareholders); the government in Canada;
schools and libraries; and the marketing group who may use
the document as a marketing device.

Because of the nature of its operations, the Company does
not have as much environmental impact as other companies in
the industry. Environmental interest groups have limited
direct contact with the Company.

The Company is a member of an industry association. The
industry association, the provincial government and the
environmental interest groups make a concerted effort to
take a collaborative approach to environmental issues
through a round table type of forum.

The Company, through the community affairs section of the
Environment, Safety & Community Affairs group, places a
great deal of emphasis on communicating with the public in
the community in which it operates. However, this is done
using a highly personalized, situation specific approach
that does not involve the use of a printed, mass com-
munication type document.

"We go the extra )0 miles to make the community happy."
This has been voluntary in the past. However, under new
provincial legislation effective September 1, 1993 this
community interaction has become mandatory.

(6) Do you have an environmental report? If so, what is
the process for preparing it and who is your audience?

The Company does not have an external environmental report
for the general public. There are no plans to produce such
an environmental report. The only contact that the Manager,
Investor Relations has from special interest groups or the
public regarding environmental matters is from ethical
investment fund managers. When these managers contact the
Company it is usually to request the Manager, Investor
Relations to complete a questionnaire regarding the
environmental performance of the Company.
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(7) What is the process for preparing other Ontario
Securities Commission filings?

All Ontario Securities Commission (OSC) filings are prepared
in a manner similar to the annual report. The Manager,
Investor Relations gathers the information from the
appropriate departments, especially the Finance Department,
and then seeks senior management approval regarding the
numbers and the content of the regulatory filings.

(8) What is the process for preparing information releases
and who is your audience?

Information releases are prepared by the Manager, Investor
Relations. Information releases are prepared primarily for
shareholders and the investment community. In 1991 there

was only one press release in addition to the four releases

for earnings announcements.

Given that the ownership percentage held by the parent has
decreased it is likely that there will be a few more
information releases in the future. For example, it is
likely that there will be resleases provided on forecast and

budgeting figures.

However, an ongoing philosophy of the C.mpany limits press
releases to material events that will be of significant
interest to shareholders.

(9) Have you contributed to trade journal articles? 1If so,
what is the process for preparing such articles and who
is your audience?

The Comrany does not contribute to trade journals.
(10) Do you have brochures, educational material or employee

newsletters? If so, what is the process for preparing
such documents and who is your audience?

The Company does not prepare brochures or educational
material but does publish a guarterly employee magazine.
This is produced by an on-staff "writer/researcher", who
reports to the Manager, Investor Relations.
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(1) Do you engage in advertising? If so, what is the
process for preparing the advertising and who is your
audience?

The Company does not advertise. The industry association
has advertised in an attempt to change public perception
about the industry. However, the conclusion was that the
advertising had no impact.

(12) What changes have happened in these procedures?

The only significant change in recent years has been the
introduction of disclosure relating to site restoration

costs as required by the Canadian Institute of Chartered
Accountants.

(13) What changes do you expect will happen in these
procedures?

Because the ownership percentage of the Company held by the
parent which manages the Company has been reduced, it is
likely that there will be a few more press releases issued
in the future.

(14) What do you expect will happen with environmental
disclosure in your industry in the future?

We have no comments or speculation on what might happen to
environmental disclosure in the industry. However, it is

unlikely that companies will disclose the results of their
int 'nal environmental audits.

"The Company does not have much need to produce environmen-
tal disclosure therefore there shouldn't be much change in
disclosure practices in the future. For example, nothing
has happened so far in 1993 to cause us to comment on the
environment at any great length."

(15) Where do you stand on the disclosure of "bad" news?
Anything of a significant nature will hit the press. Then

we would put out a press release to discuss the Company's
response.

Because of government regulation, the government is already
fully aware of all "bad" news.
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The Company maintains a close relationship with the
communities in whict it operates. Because of the nature of
the Company's operations this relationship is managed
through door-to-door visitation and town hall meetings.

This is carried out in neighbourhoods in advance of the
development of operations or as part of the application for
an operating licence renewal, or in advance of the decommisg-
sioning of an operational site. The Company also makes
yearly contact with the public in the immediate vicinity of
operations to update emergency response plans and make these
individuals aware of these plans.

(16) What are the factors that have motivated your corporate
environmental disclosure?

We want to reassure the shareholders and the public in our
annual report that we are cognizant of our environmental
responsibility and we are acting upon it.

"We don't believe in motherhood statements. You've got to
credit people with enough intelligence to see through that
kind of disclosure."®
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INVESTMENT MANAGEMENT CCMPANY A
INTERVIEW CONDUCTED ON NOVEMBER 12, 1993

{Interview conducted with Assistant Controller. The
Assistant Controller is a Chartered Accountant.)

(1) Do you have any environmenital executives?

The Company is not a resource based company and therefore
does not have any environmental impact of note.

(2) Do you have an environmental committee of the board of
directors?

The Company is not a resource based company and therefore
does not have any environnental impact of note.

(3) Do you have an environmental policy?

The Company is not a resource based company and therefore
does not have any environmental impact of note.

(4) Do you use environmental audits?

The Company is not a resource based company and therefore
does not have any environmental impact of note.

(5) What is the process for preparing and who is your
audience for annual reports?

The Assistant Controller is re.ponsible fur the contents of
the annual report. He writes the first @ att of the
Management Discussion and Analysis and with the assistance
of an outside public relations consultant weites the Report
to Shareholders. The Financial Statements and Notes are
prepared by the Financial Reporting Group.

The Company has a December 31 year end. The first draft of
the Report to Shareholders is usually ready by year end
whereas the first draft of the Management Discussion and
Analysis (MD&A) is usually ready by February 28th. The
Report to Shareholders and MD&A is reviewed and amended as
required by the following parties in succession: external
auditors, Chief Financial Officer, President, Audit
committee and Board of Directors. The content of the MD&A
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section of the annual report is treated with the same degree
of rigour as the Financial Statements.

Because the Company issues prospectuses from time to time it
is necessary to develop a prospectus quality MD&A in the
annual report so that it can be included in a prospectus by
way of reference to the annual report. Thus, the Company
can issue a prospectus say 3 months after the issuance of
the annual report and be able to refer to the MD&A from the
annual report in t} . prospectus without any amendments. The
external auditors perform the necessary audit work on the
MD&A before it is produced in the annual report to ensure
that they can provide their comfort letter on a prospectus

without any additional work.

The Company holds an interest in several Key subsidiaries.
Care is taken to ensure that the MD&A presented by the
Company does not contain any new information that is not
present in the MD&A of the subsidiaries. To this end the
Assistant Controller may provide some guidance to the sub-
sidiaries on the preparation of their MD&As so that the
Company can provide the information it sees as necessary.

Once the audited Financial Statements from all subsidiaries
are available the annual report is compiled. The actual
design of the repor’ is conservative and changes little from
year to year. For example, the Report to Shareholders is

always four pages in length.

As part of the process of preparing the annual report, the
Assistant Controller does a survey of other annual reports
in the industry to ensure that the Company is up to date
with the latest financial reporting techniques and prac-
tices. The Assistant Controller is also responsible for
keeping senior management up to date on trends in reporting

for the industry.

The audience for the annual report is seen as the following:
- creditors, existing and potential;

existing shareholders;

potential shareholders;

analysts;

regulators;

employees of the parent company and the subsidiaries;

potential investees;

general public; and

schools.

In general, the Assistant Controller feels that there needs
to be one person (someone in the financial group) respon-
sible for the entire annual report in order to have
consistency throughout the document. He also feels that a
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good annual report is produced as a result of significant
review and involvement by several parties.

(6) Do you have an environmental report? If so, what is
the process for preparing it and who is your audience?

The Comparyy is not a resource based company and therefore
does not have any environmental impact of note.

(7) What is the process for preparing other Ontario
Securities Commission filings?

Other untario Securities Commission (0SC) filings such as
the annual information form (AIF) and quarterly Financial
Statements are prepared by the Corporate Secretary's Group
and the Assistant Controller who liaises between the
Controller and internal legal counsel. (The ultimate
responsibility for the filings rests with internal legal
counsel.)

Legal counsel will review the first draft of the AIF and
quarterly reports before it is reviewed by any other
parties.

The AIF is a very substantial document as it contains
financial information on each entity in which the Company
has an ultimate interest. Therefore much of the preparation
of the AIF entails gathering information from subsidiary
companies.

The AIF and quarterly Financial Statements are reviewed and

amended as necessary by the following parties in succession:
external auditors, Chief Financial Officer. President, Audit
committee and Board of Directors.

The audience for the quarterly reports is shareholders, who
each receive a copy. The audience for the AIF is primarily
the more sophisticated investors who are sent the AIF on
request. 1he AIF is geared for the use of Canadian
shareholders and investors.

(8) What is the process for preparing information releases
and who is your audience?

Internal legal counsel prepares all press releases.
Financial information in the press releases is checked by
the Financial Group before the press release is issued.
Press releases are issued to report on quarterly earnings.
Also, as required by securities regqgulation, any material
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change items are also d1isclosed to the public by way of
press release.

Press releases are dispersed by way of wire service. Also,
paper copies of press releases are faxed to analysts.

The Company provides only those disclosure documents that
are required by regulation. However, within the required
documents the Company includes certain voluntary infor-
mation. All disclosure documents produced by the Company
with the exception of information releases issued between
quarterly reports go through the same review and revision
procedure with the following parties in succession:

external auditors, Chief Financial Officer, President, Audit
Committee and Board uf Directors.

(9) Have you contributed to trade journal articles? 1If so,
what is the process for preparing such articles and who

is your audience?

The Company does not contribute to trade journal articles.

(10) Do you have brochures, educational material or employee
newsletters? It so, what is the process for preparing
such documents and who is your audience?

The Company does not prepare or provide brochures o:
educational material.

(11) Do you engage in advertising? If so, what is the
process for preparing the advertising and who is your

audience?

The Company does not undertake any advertising.

(12) What changes have happened in these procedures?

There have been two key changes that have affected
disclosure practices. The first has been the increase in
regulatory requirements for disclosure, such as the
requirement to provide MD&A disclosure. The second change
relates to a specific change in generally accepted
accounting principles as set cut b'v' the CICA Handbook.

This change in GAAP requirements necessitated significant
extra consideration in 1991 and 1992 as to how disclosure
could be appropriately handled so as to satisfy both what
the Company felt was the best disclosure and at the same
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time adhere to the CICA Handbook. The changes made in
disclosure were a result of discussions with many internal
and external sources. The changes in the 1992 annual report
also resulted from increased involvement of the President in
the writing of the Report to Shareholders and the MD&A.

The Company is concerned azbout the nature of their
disclosure in relation to this matter and has surveyed
analysts before and after the release of their annual
reports in order to determine if any additional changes in
disclosure practices are warranted.

(13) wWhat changes do you expect will happen in these
procedures?

Changes will not be significant. There may some additional
voluntary disclosure provided within regqulatory filings.

(14) What do you expect will happen with environmental
disclosure in your industry in the future?

In general, environmental disclosure will increase based on
factors of regulatory requirements and materiality.

(15) Where do you stand on the disclosure of "bad" news?

The key to dealing with bad news is, "den‘'t try to downplay
it." For example, one of the Company's subsidiaries
underwent a restructuring which was a significant expense
for the subsidiary. This restructuring was mentioned in the
third paragraph of the Report to Shareholders rather than
being buried in text elsewhere or even overlooked al-

together.

“Even if you don't acknowledge the bad news the market will
do it for you anyway." The Company believes that honesty
and integrity are important when reporting to shareholders.

/16) What are the factors that have motivated your corporate
environmental disclosure?

There are three factors that motivate corporate disclosure:
(1) Regulatory (securities commissions) requirements;
(2) The specific change that occurred in CICA finan-
cial reporting recommendations; and
(3) A changing focus on net asset value as a criteria
used by analysts to evaluate current and future
share price.
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INVESTMENT MANAGEMENT COMPANY B
INTERVIEW CONDUCTED ON OCTOBER 26, 1991

{Interview conducted with Secretary-Treasurer who is a
chartered accountant.)

(1) Do you have any environmental executives?

The Company is not a resource based company and therefore
does not have any environmental impact of note.

(2) Do you have an environmental committee of the board of
directors?

The Company is not a resocurce based company and therefore
doer not have any environmental impact of note.

(3) Do you have an environmental policy?

The Company is not a resource based company and therefore
does not have any environmental impact of note.

(4) Do you use environmental audits?

The Company is not a resource based company and therefore
does not have any environmental impact of note.

(5) What is the process for preparing and who is your
audience for annual reports?

The annual reports are coordinated by the Secretary-
Treasurer. Annual reports have been and will likely
continue to be short (about 12 pages) and devoid of colour
or photographs. The 1992 annual repc—-t had a graph in it
which was the first time a graph had been presented in the
annual report. Much of the information in the annual report
consists of information required for statutory nbligations.

The President's report and the Management Discussion and
Analysis is written by the President and reviewed by other
members of management before being presented to the auditors
and the Directors for their comments.

Financial Statements, Notes to the Financial Statements,
statistical information and corporate information is
prepared by the Secretary-Treasurer and others. Much of
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this information is produced on a weekly or monthly basis by
the Accounting Department.

Once the annual report is drafted it is amended, if
required, after review by the following parties in succes-
sion: external auditor, audit committee and directors. The
directors will provide the final approval.

Current shareholders are seen as the audience for the annual
report. Prospective shareholders sometimes make direct
enquiries to the Company and request more information if
they wish it. Often annual reports and information
circulars are sent.

Additional information, particularly regarding net asset
values and returns on investment, was provided in both the
1991 and 1992 annual report to more clearly demonstrate to
sharehoclders the value of their shares. This information
was provided partly in response to an unsuccessful takeover
bid launched by another company.

(6) Do you have an environmental report? If so, what is
the process for preparing it and who is your audience?

The Company is not a resource based company and therefore
does not lL.ave any environmental impact of note.

(7) What is the process for preparing other Ontario
Securities Commission filings?

Ontario Securities (0SC) filings are prepared by the
Secretary~-Treasurer. Information is largely limited to
gtatutory requirements. However, quarterly reports have a
section titled 'Management Comment' which was added in 1992.
The Management Comment is written by the President and
reviewed by other members of management.

The quarterly report is sent to shareholders and assorted
parties on a short mailing list.

There is a certain frustration with completing the Annual
Information Form (AIF) for the OSC in that the nature of the
Company's activities does not lend itself to the format of
the AIF. The AIF is essentially prepared to meet statutory
requirements. There have been very limited requests for the
AIF from other parties.

In connection with the unsuccessful takeover bid the
Company's lawyers prepared certain necessary OSC filings on
behalf of the Company. Also the lawyers reviewed the annual
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report and information circular for 1992 prior to
finalization.

(8) What is the process for preparing information releases
and who is your audience?

The only "routine" information release that the Company
prepares is a report of net asset value per share. This
brief report is provided on a monthly basis. (In 1992 it
was provided on a weekly basis but this has since reverted
back to a monthly basis.) This information release is not
provided over a wire service. Rather it is provided
directly to a few newspapers and assorted parties on a short
mailing list. Since November 1993, net asset values per
share are being released weekly to two Canadian business

newspapers and in the U.S.

(9) Have you contributed to trade journal articles? If so,
what is the process for preparing such articles and who

is your audience?

The Company does not contribute to trade journals.

(10) Do you have brochures, educational material or employee
newsletters? 1If so, what is the process for preparing
such documents and who is your audience?

The Company does not develop any material of this nature.

(11) Do you engage in advertising? If so, what is the
process for preparing the advertising and who is your
audience?

The Company does not undertake any advertising except for
quarterly dividend announcements.

(12) What changes have happened in these procedures?

Voluntary disclosure has increased in recent years. This is
mostly limited to statistical information on share value and
limited information on corporate activity and portfolio
holdings. An unsuccessful takeover bid launched by another
company may have had some impact on expanding information in
the 1992 annual report.

This material was developed after looking at what other
companies in the industry were doing.
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Cf course, the regulatory requirement to provide Management
Discussion and Analysis has also served to increase the
disclosure provided by the Company.

(13) What changes do you expect will happen in these
procedures?

There may be more information on corporate activity, share
value and performance.

(14) What do you expect will happen with environmental
disclosure in your industry in the future?

The Company is not a resource based company and therefore
does not have any environmental impact of note.

In general, it is expected that disclosure will expand on
both a voluntary and regulatory basis. "We want to generate
more interest in our Company.*"

The President "leans towarw 'selling' the Company and
getting more interest in the Company.*
(15) Where do you stand on the disclosure of "bad" news?

"We don't have anything to hide.® 1In any case, poor
portfolio performance or declining net asset value can not
be hidden.

(16) What are the factors that have motivated your corporate
environmental disclosure?

The Company is not a resource based company and therefore
does not have any environmental impact of note.

In general, the Company is motivated to provide information
to shareholders and is mindful of its duty to keep sharehol-
ders and the general public informed.
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MINING COMPANY A
INTERVIEWS CONDUCTED ON OCTOBER 29, 1993

{Interviews conducted with (1) Controller and Secretary; and
(2) Manager, Environmental Affairs. The Controller and
Secretary is a Certified General Accountant.)

(1) Do you have any environmental executives?

The Manager, Environmental Affairs reports directly to the
Vice President Operations and the President.

(2) Do you have an environmental committee of the board of
directors?

There is no environmental committee of the Board of
Directors. The Company has a Board of Directors made up of
eight members. A statement pertaining to environmental
matters is routinely presented to the entire Board of

Directors.

(3) Do you have an environmental policy?

The Company, as a subsidiary, adopted the environmental
policy of its parent (which held a 55.9% interest in the
Company in March 1992). As well, in 1990, the Board of
Directors formally adopted the environmental policy set out
by the Mining Association of Canada.

"As a company we adhere to our environmental policy
regardless of where we operate."

(4) Do you use environmental audits?

All operating sites are audited on an annual basis. Care
and maintenance sites are audited on a bi-annual basis.
Audits are done to ensure that sites are in compliance with
regulation and to ensure best management practices.

Initially, environmental audits were done by external
consultants. Now, audit personnel are obtained from the
parent organization. Audits are done in teams of three by
opezations personnel who are not employed at the site under
audit.
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(5) What is the process for preparing and who is your
audience for annual reports?

The Controller and Secretary is essentially responsible for
determini::g what information will go in the annual report
and for drafting and coordinating the annual report.

In 1990 the Company began adding information on environ-
mental affairs. Otherwise, environmental disclosure in the
annual report has been limited to information on site
restoration costs.

Even though the CICA requirement to accrue for site
restoration costs was not mandatory until 1991, the Company
began accruing for such costs prior to 1986 (at the same
time one of their major sites was put on a care and
maintenance basis). This was done because the Company
realized that the liability was there and they began
providing for it as a matter of course.

Management prepares the annual report. The Audit Committee
reviews the Financial Statements and the Management
Discussion and Analysis. The full Board approves the
Financial Sstatements and the Management Discussion and
Analysis.

The audience for the annual report is current shareholders
and potential investors. The government is not specifically
targeted as an audience for the annual report. The Manager,
Environmental Affairs discusses environmental matters with
government officials through meetings and written reports.

(6) Do you have an environmental report? If so, what is
the process for preparing it and who is your audience?

The Company does not have an environmental report and is not
currently planning one.

(7) Wwhat is the process for preparing other Ontario
Securities Commission filings?

Other Ontario Securities Commission (0SC) filings such as
the annual information form, press releases about material
items, share issuance documents and quarterly reports are
prepared by management.

The audience for these other filings is current and
prospective shareholders. The annual information form is
essentially prepared only for the benefit of the 0SC as
there are very few additional requests for this document.
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(8) What is the process for preparing information releases
and who is your audience?

Information releases are prepared by management. The
subject matter of these releases is financial results and

any material items.

The audience for press releases is the general public,
current investors and potential investors. Legal counsel
for the Company may get involved with information releases
to ensure that material items are reported and that they are
reported in an expedient manner.

The Company provides no additional disclosure other than the
annual report, other 0SC filings and information releases.

(9) Have you contributed to trade journal articles? If so,
what is the process for preparing such articles and who

is your audience?

The Company has not recently contributed articles to trade
journals.

(10) Do you have brochures, educational material cor employee
newsletters? If so, what is the process for preparing
such documents and who is your audience?

The Company has not recently prepared brochures or related
material.

(11) Do you engage in advertising? If so, what is the
process for preparing the advertising and who is your

audience?

The Company does not currently undertake any advertising.

(12) what changes have happened in these procedures?

"What we are doing in the annual report hasn't changed too
much.” Since 1986 the Company has been disclosing site
restoration costs in its Financial Statements. Discussion
about environmental affairs began to be provided in 1990.

"Management are more sensitive to disclosure now vecause of
OSC requirements which are forcing companies into increased
disclosure."




(13) What changes do you expect will happen in these
procedures?

There are no plans for any significant changes to current
disclosure practices.

(14) What do you expect will happen with environmental
disclosure in your industry in the future?

There will be more environmental disclosure in the future.
The smaller companies will likely provide more environmental
disclosure in their annual reports. The larger companies
will likely provide stand-alone environnental reports.

(15) Where do you stand on the disclosure of "bad" news?

Current OSC requirements dictate that any information that
may have a material impact on the stock has to be disclosed,
good or bad.

(16) What are the factors that have motivated your corporate
environmental disclosure?

The reason we have an environmental review in our annual
report is because of the interest of the general public and
our investors in receiving this type of information.
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PULP AND PAPER COMPANY A
INTERVIEWS CONDUCTED ON OCTOBER 14, 1993

{Interviews conducted with (i) Vice President, Environmental
Affairs; (ii) Manager, Community and Government Affairs; and

(iii) Manager, Investor Relations}

(1) Do you have any environmental executives?

A corporate position titled Vice President Environmental
Affairs was created in 1992. Prior to that the position
title was Director of Environmental Affairs. The position
Vice President Engineering and Environment was part of one
of our business units. Another unit had a Manager of
Environmental Affairs. With restructuring in 1993 all of
these positions are now combined into the one corporate

position.

(2) Do you have an environmental committee of the board of
directors?

The Board made a conscious decision not to establish an
environmental committee but rather make the entire Board
responsible for environmental matters.

(3) Do you have an environmental policy?

The Forest Management Policy was produced in 1985. This
policy was developed by a large group of foresters both
inside and outside the organization. The Envirommental
Policy of the Company was produced in 1990. This policy was
developed by a management committee established by the

President.

The Company is in the process of finalizing a corporate
environmental mission statement. This document will be the
distillation of the unique environmental mission statements
created by each of the operational units.

{4) Do you use environmental audits?

Full-scale audit of facilities was begun amid-way through
1991. An Arthur D. Little course was used to train
empioyees. .n 1992 all facilities were audited by employees
external o the site in question. In 1993 an outside
consultan< wis hired to act as audit team leader and write
reports. ‘I'he change in process was introduced to improve
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independence and objectivity. The plan is to audit every
facility every year.

(5) What is the process for preparing and who is your
audience for annual reports?

The Manager, Investor Relations is responsible for coor-
dinating the annual report. It is the President who
determines the tone of the annual report and space al-
location. The Financial Statements and Management Discus-
sion and Analysis included in the annual report are written
by the Finance Department. An outside consultant is
employed to assist with the design and production of the
annual report. The drafting of the Letter to Shareholders
and Corporate Overview sections is also contracted out.

In many respects, the annual report is a consensus document
and a collaborative effort in that virtually all executives
have a role to play in the editing and review of the
docunent.

In 1991, there were 6 pages of the annual report devoted to
the environment. In 1992 this was reduced to 2 pages. The
President insisted that there be something on the environ-
ment in the 1992 report even though some executives felt
that discussion of environmental issues belonged more
appropriately in an environmental report which was being
contemplated for the 1993 fiscal year.

Environmental disclosure in the 1992 annual report provided
no hard facts or detailed compliance information.

Environmental information in the annual report would be
drafted by the Vice President, Environmental Affairs and
edited and reviewed by other executives. The Chief
Financial Officer and Chief Executive Officer would have the
final review of the annual report.

In order of priority, the audience for the annual report is
seen as the following: shareholders and investors;
employees; potential investors; customers; and the general
public.

(6) Do you have an environmental report? If so, what is
the process for preparing it and who is your audience?

At the 1992 annual shareholders' meeting the President
committed to producing an environmental report by Earth Day
1994.
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There is an interesting story behind this announcement. 1In
early 1993 there were management discussions about the need
to produce an environmental report. At the same time the
Tackforce on the Churches and Corporate Responsibility sent
a letter to the Company (as part of a mass mailing)
encouraging the Company to engage in environmental auditing
and environmental reporting. The Vice President, Environ-
ment and others met with Taskforce representatives and
indicated that the Company was considering the production of
an environmental report but that analysis was incomplete and
the CEO had not yet made a decision in this regard.
Therefore the Taskforce, which holds shares in the Company,
indicated to the Vice President, Environmental Affairs that
they would challenge the President on this issue at the
Annual Meeting and that they hoped that it would not
embarrass the President.

The President was apprised of the likely challenge. The
Taskforce raised the question at the annual meeting and the
President responded with his commitment.

The Manager, Community and Government Affairs has the
responsibility for coordinating the development of the
environmental report. It is expected that the external
consultant involved with the annual report will provide
assistance with the environmental report. Among other
reasons for using a consultant, this will ensure consistency
of design and other elements between the two documents.
Contents of the environmental report were still under
discussion at the time of the interview. However, the
corporate environmental mission statement and the environ-
mental management and compliance program will serve as the
focus and context of the report.

As part of the process of developing the environmental
report, the Manager, Community and Government Affairs is
examining what other companies are providing by way of
environmental reports.

The audience for the environmental report is foremost,
employees and local communities - others incluce:
shareholders, regulatory authorities, government contacts,
investment analysts and community associatic-s,

There is a real difference in attitude between the people
living in the cities in Southern Ontario and the people who
are living and working in the pulp and paper communities.
The industry is in the north but the voters are in the
south. The people in the south get their information
filtered by the news media that may have either a limited
understanding and/or a certain agenda.
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(7) What is the process for preparing other Ontario
Securities Commission filings?

The Manager, Investor Relatiocns is involved in the
preparation of all Ontario Securities Commission (0OSC)
filings. These documents are prepared by either the Finance
Department or the Law Depa.tment depending on the nature of
the documents.

If there are any pertinent environmental issues they may be
addressed in the quarterly report. The Annual Information
Form (AIF) for the 0SC and the Securities and Exchange
Commission in the U.35. provides information about woodlands
holdings and environmental issues. Information is obtained
in consultation with the appropriate individuals.

The external auditors review the AIF to ensure that it is in
compliance with financial disclosure regqulations.

(8) What is the process for preparing information releases
and who is your audience?

Information releases are prepared by both the Manager,
Investor Relations and the Manager, Community and Government
Affairs depending on the nature of the release.

Press releases are usually distributed by means of a wire
service. Non-financial information releases are provided to
the managers of each business unit before they are provided
to the wire service.

(9) Have you contributed to trade journal articles? If so,
what is the process for preparing such articles and who

is your audience?

The Company has not contributed significantly to trade
journal publications on environmental issues.

(10) Do you have brochures, educational material or employee
newsletters? If so, what is the process for preparing
such documents and who is your audience?

Educational material consists of posters, position
statements and brochures and the Company's participation in
the Newspapers in Education program run by the Company's
customers.

Each business unit produces its own newsletter. Corporate
office pr~vides the units with environmental and other
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stories for possible use in the newsletters. However,
content of the newsletter is strictly at the discretion of
the local business unit newsletter editor.

(11) Do you engage in advertising? If so, what is the
process for preparing the advertising and who is your

audience?

The Company does not do a great deal of advertising.
Marketing is primarily through direct contact with the

custonmer.

(12) what changes have happened in these procedures?

The process of develcning the annual report and regulatory
filings varies from year to year depending on the stage of
restructuring of the organization.

(13) What changes do you expect will happen in these
procedures?

The biggest change is the development. of the first environ-
mental report to be released in early 1994, likely along
with the annual report, or shortly thereafter.

Once the environmental report is issued there will be no or
minimal amounts of environmental disclosure in the annual
report as required by disclosure standards.

(14) What do you expect will happen with environmental
disclosure in your industry in the future?

Environmental reports will become s:andard not only for the
industry but for all resource based industries. Also, it is
possible that other industries less dependent on natural
resources may begin producing more envircnmental reports.
The environmental reports need to provide more clarity in
their presentation than what is currently being provided.

The hope is that environmental reports remain voluntary.
Industry associations may begin to set industry standards.
The concern is that if companies are "too loose" with their

information then environmental reporting may become
regulated.

We want to set ourselves up as leaders in the industry in
terms of both environmental performance and environmental
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reporting. That way we can pull the others in the industry
along with us.

There are no rules in environmental reporting but if the
reporting is to be of value, it should follow quasi-
financial reporting rules.

(15) Where do you stand on the disclosure of "bad" news?

"There is nothing that we do that's unfavourable that has
not been reported to the government." Therefore, all our
bad news is already available to the public.

"We are committed to disclosure of the good, the bad and the
ugly."

(16) What are the factors that have motivated your corporate
environmental disclosure?

We have a whole bunch of reasons for producing an environ-
mental report. In order of priority they are:

(1) "We are doing better than most people think we
ar«." 3595, we have to tell them. Urban popula-
tions are less knowledgeable on activities of the
pulp and paper companies that those who use and
work in those environments.

(2) We have to get our message across to our
employees. Environmental issues must be addressed
by everyone in the Company and every cne has to
help with the solutions. We also need a vehicle
to go back to the employees to show them what we
are doing and how we are deing.

(3) The public expects it.
(4) Investors expect it.
(5) Elected officials get a filtered story from

government emplovees. They need to get the story
from us.

(6) Ve just want to tell our story. We might use it
as an advocacy tool.




395

In order of priority, the groups we want to target are:

(1)

(2)
(3)
(4)

(5)

Employees - they are ambassadors for the Company
and it is important that they have the information

that they need.
The community at large.
Shareholders and investors.

Regulatory authorities. We are already reporting
environmental information to them on a regular
basis but it is important to give them direct
information on the whole picture not just pieces
one at a time.

Special interest groups. However, some groups
would prefer it if you didn't publish an environ-
mental report. They don'‘t want to acknowledge
that industry is making progress.
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