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Overview
During the past few decades, the primary drivers of business value have shifted significantly. Formerly, capital market
performance most closely tracked an organization’s tangible assets. But today’s markets are more strongly correlated
with intangible assets in the form of goodwill or brand equity, which can include research and development, brand,
reputation, management of external social and environmental factors, and social license to operate. Historical financial
metrics do not effectively capture a company’s long-term value creation potential, but rather serve as indicators of
short-term performance. This shift in value drivers and a broader recognition of the importance of environmental, social,
and governance (ESG) performance have been accelerated by market forces demanding that companies provide greater
transparency around this topic. In addition, there has been an increase in initiatives to promote and, in some instances,
enforce more structured ESG reporting.
ESG or sustainability disclosure continues to evolve to meet increasing demands for greater standardization and uniformity
with respect to how organizations account for sustainability risks and opportunities that matter most to their operational
and financial performance. A central focus for many organizations is determining their material sustainability impacts
and prioritizing sustainability management efforts and reporting programs. Managing and disclosing performance
around material sustainability impacts in accordance with recognized reporting frameworks demonstrates management’s
commitment to providing credible, reliable, and meaningful information to its stakeholders. In line with increasing
demands for transparency and the focus on materiality, we discuss below the evolving landscape of sustainability
standard-setting and reporting initiatives.
Sustainability reporting has grown over the past few years. As a result, the relevance and reliability of sustainability
information is becoming increasingly important. Users of business information rely on companies to communicate relevant
financial and non-financial information. While entities regularly provide such information to influence decisions, it is not
enough to merely provide information. Decision-makers using that information must have confidence that it is reliable1.
As compared to financial data, different functions within an organization may own certain aspects of the non-financial
data. Therefore, the quality of this information may vary, particularly if aggregated among various subsidiaries, facilities,
etc. Internal audit and other compliance activities within an organization can help validate sustainability data before it is
reported to stakeholders. These activities serve as important steps toward positioning the organization to obtain external
assurance on sustainability reporting.

By the numbers2:
• More than 5,000 organizations in over 88 countries use the GRI’s Sustainability Reporting Guidelines
–– In 2013, 93 percent of the global 250 issue a sustainability report and 59 percent obtain external assurance
–– In 2013, 72 percent of S&P 500 companies issued a sustainability report, compared to 20 percent in
2011
• The number of U.S. GRI sustainability reports has more than doubled in 5 years; from 115 in 2008 to 266 in
2013
• In 2013, U.S. companies obtaining external assurance on GRI sustainability reports rose to 16 percent (41 of
266 reports) from 10 percent (26 of 269 reports) in 2011, compared with 45 percent (1,033 of 2,313) globally
• With over half of the G250 (59 percent) obtaining external assurance, two-thirds engage a professional
accountancy firm
• The number of G250 companies restating data dropped from one-third in 2011 to one-fourth in 2013
–– Of those that restated data, 49 percent cited updated or improved methodologies

Select market developments
As shown above, sustainability reporting is increasingly the expected norm for large organizations. And it shows no
signs of slowing, especially in light of multiple marketplace developments. While sustainability reporting remains largely
voluntary in the U.S. (as reflected in the fact that less than 300 U.S. companies prepared GRI sustainability reports in
2013 out of the approximately 14,000 publicly listed companies in the U.S.), companies will be increasingly impacted by
global developments around sustainability reporting from a commercial perspective as well as a legislative or regulatory
perspective. However, many U.S. companies are struggling with interpreting the multiple standard-setting and reporting
initiatives on the landscape, organizing their sustainability reporting programs, and—in some cases—developing a
sustainability reporting program to better respond to increasing market expectations and anticipated future requirements.

1 “Assurance Services: A White Paper for Providers and Users of Business Information,” 2013., The American Institute of CPAs www.aicpa.org
2 GRI Trends in External Assurance of Sustainability Reports, July 2014
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While sustainability reporting frameworks have served to advance the standardization and volume of sustainability reports,
the multiple initiatives in the market are now centrally focused on the concept of ESG materiality. GRI defines material
topics as those that reflect the organization’s significant economic, environmental, and social impacts or substantively
influence the assessments and decision-making of its various groups of stakeholders. This shift in focus to reporting only
what really matters comes in response to criticism of the proliferation of lengthy sustainability reports that fail to focus
on the sustainability impacts that are of most significance to the stakeholders or are directly relevant to the business. We
explore the current state of certain sustainability and reporting initiatives below.

Sustainability standard-setting and reporting initiatives
• The Global Reporting Initiative (GRI)3, launched in 1999, is a network-based organization committed to improving
sustainability reporting, with participants from business, social, labor, and professional organizations. GRI’s Sustainability
Reporting Guidelines, called the GRI Guidelines (or G4 in the most recent, 2013, release) present a sustainability
reporting framework that is widely used by large companies. The GRI Guidelines include Reporting Principles and
Standard Disclosures, as well as the Implementation Manual that explains in detail the process of creating a sustainability
report. The latest release stresses “material aspects” to assist in identifying issues significant to stakeholders. While some
reporters were early adopters of G4, all others reporting in accordance with the GRI Sustainability Reporting Guidelines
will be required to follow G4 by the end of 2015. The GRI is also taking measures to become a recognized standard
setter and enhance its governance structure to reinforce the role of the GRI in the evolving sustainability reporting
landscape.
• The Sustainability Accounting Standards Board (SASB)4, launched in 2012, is a U.S.-based nonprofit organization. It is
developing provisional sustainability accounting standards in the form of indicators and disclosures for voluntary use
by publicly listed companies to disclose their results relating to material sustainability topics to investors and the public
through the Form 10-K or 20-F. Developing provisional standards for more than 80 industries in 10 sectors, SASB
researches material issues within industries, convenes industry working groups, and conducts a public comment period
to establish accounting metrics, and provides education on recognizing and accounting for material nonfinancial issues.
SASB plans to release provisional sustainability standards for all sectors and industries by 2016.
• The Global Initiative for Sustainability Ratings (GISR)5, launched in 2011 by the Tellus Institute and Ceres, is a multistakeholder initiative that seeks to accelerate the creation of sustainable financial markets through the design and
stewardship of a globally recognized sustainability ratings standard. GISR’s mission is to create a world-class corporate
sustainability ratings standard and Center of Ratings Excellence as an instrument for transforming the definition of
value and value creation by business. GISR Principles Version1.0, published in 2013, promote transparency among
sustainability raters, rankers, and indices. Raters, rankers and indices can voluntarily engage at different levels of
transparency through GISR Profiles, Registry, and Accreditation.

The future of corporate reporting
• The International Integrated Reporting Council (IIRC)6, initially formed as a committee in 2010, is a global coalition of
regulators, investors, companies, standard setters, the accounting profession, and non-governmental organizations.
In 2013, the IIRC released the International Integrated Reporting <IR> Framework, a principles-based framework
for the preparation of an integrated report. The <IR> Framework reflects the IIRC’s views that corporate reporting
must evolve to communicate the full range of factors that affect an organization’s ability to create value over time,
including traditional financial or manufactured capitals, as well as the equally important human, intellectual, social and
relationship, and natural capitals needed to do business in the 21st Century7.
• Integrated Reporting is a process founded on integrated thinking, resulting in a periodic integrated report by an
organization about value creation over time and related communications regarding aspects of value creation. An
Integrated Report is a concise communication about how an organization’s strategy, governance, performance
and prospects, in the context of its external environment, lead to the creation of value over the short, medium and
long term. Key to describing the value creation process is the capitals framework: stores of value that are increased,
decreased or transformed through activities and outputs.

3 Global Reporting Initiative, www.globalreporting.org.
4 Sustainability Accounting Standards Board, www.sasb.org.
5 Global Initiative for Sustainability Ratings, ratesustainability.org.
6 Integrated Reporting <IR>, www.theiirc.org.
7 “Deloitte Heads Up: IIRC Releases the International Integrated Reporting <IR> Framework,” Volume 20, Issue 36. December 23, 2013, http://www.
deloitte.com/assets/Dcom-UnitedStates/Local%20Assets/Documents/AERS/ASC/us_aers_hu_12232013.pdf.
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• The Corporate Reporting Dialogue (CRD) was introduced by the IIRC in June 2014 to bring together organizations that
have significant international influence on the corporate reporting landscape. By working together toward a common
goal, participants aim to respond to market calls for better alignment and reduced burden in corporate reporting. The
CRD aims to promote greater coherence, consistency, and comparability between corporate reporting frameworks,
standards, and related requirements, leading to improved efficiency and effectiveness. The organizations participating in
the CRD are all involved with the issuance of international standards and frameworks, and include the following:
–– CDP (formerly the Carbon Disclosure Project)
–– Climate Disclosure Standards Board (CDSB)
–– Financial Accounting Standards Board (FASB)
–– Global Reporting Initiative (GRI)
–– International Accounting Standards Board (IASB)
–– International Integrated Reporting Council (IIRC)
–– International Public Sector Accounting Standards Board (IPSASB)
–– International Organization for Standardization (ISO)
–– Sustainability Accounting Standards Board (SASB)

Investor initiatives
• The World Federation of Exchanges (WFE)8 established a Sustainability Working Group in March 2014, which is
investigating the need for stock exchanges to seek, standardize, and/or publish ESG data. NASDAQ and Intercontinental/
NYSE are members of the WFE and are actively engaged in these discussions, with NASDAQ serving as chair of the
WFE Sustainability Working Group. The Working Group aims to establish either a listing requirement or some kind
of actionable guidance on ESG disclosure that would impact all companies listed on the relevant stock exchanges,
including NASDAQ and the Intercontinental/NYSE.
• As part of the work being performed by the WFE Sustainability Working Group, consideration is being given to work
performed by others in this area, which includes the Sustainable Stock Exchanges Initiative (SSEI)9, a peer-to-peer
learning platform for exploring how exchanges can work together with investors, regulators, and companies to enhance
corporate transparency. Created by the United Nations (UN) in 2009, the SSEI now includes 10 partner stock exchanges.
Both NASDAQ and the Intercontinental/NYSE are signatories to the SSEI and partner exchanges, which includes a public
endorsement: “We voluntarily commit, through dialogue with investors, companies and regulators, to promoting long
term sustainable investment and improved environmental, social and corporate governance disclosure and performance
among companies listed on our exchange.”
• Additionally, the Ceres’ Investor Network on Climate Risk (INCR) formed the Investor Initiative for Sustainable Exchanges
Working Group to coordinate engagement with stock exchanges worldwide. Ceres and INCR, with input from global
investors, developed the “Investor Listing Standards Proposal: Recommendations for Stock Exchange Requirements
on Corporate Sustainability Reporting,” which was released in March 2014.10 Over 100 institutional investors from six
continents helped shape the proposal, which establishes key elements of a minimum global standard for climate risk
(CR) reporting. The recommendations indicated that investors would prefer that data presented in a company’s ESG
disclosures be independently assured within five years of any ESG listing requirement’s issuance.
• Investor activity in the U.S. around ESG topics was also reflected through Proxy Season 2014, which again included a
growing interest by investors in sustainability issues, including climate change and sustainability reporting (particularly
regarding human rights and human capital management), among others. Over 400 social and environmental
shareholder resolutions were filed in 2014, more than any previous year. This activity is consistent with the increasing
relevance of global investor initiatives, such as the CDP investor initiatives backed in 2014 by more than 767 institutional
investors representing an excess of US$92 trillion in assets and the United Nations' Principles for Responsible Investment
(UNPRI) signatories representing asset owners and asset managers of $30TUSD (20 percent of global capital markets).
8 “WFE Launches Sustainability Working Group ,” World Federation of Exchanges, March 25, 2014, http://www.world-exchanges.org/insight/reports/wfe-launches-sustainability-working-group.
9 The SSE’s 10 partner stock exchanges are BM&FBOVESPA; Borsa Istanbul; BSE; The Egyptian Exchange; JSE; LSE; NASDAQ QMX; NYSE/ICE; Nigerian Stock Exchange; and Warsaw Stock Exchange. http://www.sseinitiative.org/wp-content/uploads/2012/03/Brochure-SSE_ updated-version_2013.
pdf
10 “Investor Listing Standards Proposal: Recommendations for Stock Exchange Requirements on Corporate Sustainability Reporting,” Ceres, March
2014. https://www.ceres.org/resources/reports/investor-listing-standards-proposal-recommendations-for-stock-exchange-requirements-on-corporate-sustainability-reporting
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Regulatory developments
• In April 2014, the European Parliament adopted a directive on the disclosure of non-financial and diversity information
(the Directive) by an estimated 6,000 Public Interest Entities (PIEs) in the 28 member states of the European Union (EU).
Under the directive, affected companies will be required to report on environmental, social and employee-related,
human rights, anti-corruption, and bribery matters. In addition, they will be required to describe their business model,
outcomes, and risks of the policies on the aforementioned topics, and the diversity policy applied for management and
supervisory bodies. Companies may use international, European, or national guidelines that they consider appropriate
(for example, GRI’s Guidelines, the UN Global Compact, ISO 26000). The Directive leaves it to the Member States to
determine if and when they will require external assurance of non-financial and diversity reporting. But it does require
that the Member States confirm that auditors check whether the disclosure has been provided by the PIE. The Directive
will impact PIEs and parent undertakings of a larger group with 500 or more employees, and it is anticipated that
U.S. companies reporting into European companies will also be required to report on their non-financial and diversity
information. The G&A Institute11 recently cited that 118 U.S. large cap companies included in the S&P 500 and listed
on EU-regulated exchanges will be covered by the Directive. These companies are currently not publishing sustainability
reports but will be required to do so.
• With the exception of the 2010 guidance on disclosure related to climate change and the 2012 narrowly focused
conflict minerals disclosure final rule, as mandated by Section 1502 of the Dodd-Frank Wall Street Reform and
Consumer Protection Act, the U.S. Securities and Exchange Commission (SEC) has not to date indicated it will take any
measures to advance sustainability reporting beyond its current voluntary and market-driven state in the U.S. However,
pursuant to the 2012 Jumpstart Our Business Startups (JOBS) Act, the U.S. Congress required the SEC to review its
disclosure requirements set forth in Regulation S-K. Some suggest that the SEC’s disclosure reform initiative could serve
to advance the focus on material non-financial and sustainability disclosures given the stated goal to discourage the
disclosure of “immaterial information” that, like repetitive disclosure, can obscure more pertinent material information.
• On June 2, 2014, the Environmental Protection Agency (EPA), under President Obama's Climate Action Plan, proposed a
plan to cut carbon pollution from existing power plants. The Clean Power Plan aims to maintain an affordable, reliable
energy system, while cutting pollution and protecting health and the environment now and for future generations. The
EPA is proposing emission guidelines for states to follow in developing plans to address greenhouse gas emissions from
existing fossil fuel-fired electric generating units. This rule, as proposed, would continue progress already underway to
reduce carbon dioxide emissions from existing fossil fuel-fired power plants in the United States.
• In August 2013, the PCAOB issued for public comment: Docket 034: Proposed Auditing Standards on the Auditor's
Report and the Auditor's Responsibilities Regarding Other Information and Related Amendments (the proposed Other
Information Standard). Under existing PCAOB standards, the auditor has a responsibility to "read and consider" other
information included in a company’s annual report, with no related reporting requirements. However, under the
proposed Other Information Standard, the auditor would be required to assume more responsibility with regard to
“other information,” which in some cases may include non-financial or sustainability disclosures.

11 Hank Boerner, “Corporate Sustainability Reporting—New EU Directive Applies to Many of the S&P 500—Not Just for EU Companies,’ June 10,
2014, Sustainability Update, http://ga-institute.com/Sustainability-Update/tag/eu/.
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Synergies among reporting frameworks
Although much attention has been focused on the differences among various existing reporting standards and
frameworks, there are many potential synergies to be realized when creating a report that meets the reporting
organization’s goals. The diagram below illustrates some of the possible intersections among the three reporting
frameworks: GRI G4, SASB, and <IR> and how the components of each can be used in presenting a holistic picture of
a company. While these frameworks are focused on different audiences: <IR> on providers of financial capital, G4 on
all stakeholders, and SASB on investors in U.S. publicly listed companies, the graphic below draws intersections among
various components of the frameworks.

Sustainability reporting assurance
A 2013 DTTL CFOs and Sustainability survey12 indicated that 55% of organizations obtained external assurance of
sustainability reports, up from 28% in 2012 and another 31% plan to obtain external assurance of sustainability reports
in the next 2 years. Additionally, a 2014 study found that corporate social responsibility (CSR) assurance is associated with
(1) lower cost of equity capital along with (2) lower analyst forecast errors and dispersion. Furthermore, the reductions
in cost-of-capital and forecast dispersion are significantly higher when CSR assurance is provided by a public accounting
firm.13
With this rapid pace of marketplace developments driving sustainability reporting, the demand for external assurance of
sustainability information (or CSR assurance as described above) will continue to increase—whether to comply with a
regulatory requirement or obtained voluntarily as a risk mitigation measure. Along with the increase in reporting comes
an increase in the scrutiny of such reporting. Therefore, we expect the market to begin to differentiate the value placed
on external assurance as driving increased confidence and reliability of sustainability reporting based on the provider’s
reputation, quality, and consistency of performance, as well as the process used to deliver the external assurance services.
All external assurance reports relating to sustainability reporting are not created equal.
12 CFOs and Sustainability: Shaping their roles in an evolving environment. 2014. Deloitte Sustainability. Global Enterprise Risk Services. http://
www2.deloitte.com/content/dam/Deloitte/global/Documents/Risk/dttl-risk-Deloitte-CFOs_and_Sustainability-2014.pdf
13 “Understanding and Contributing to the Enigma of Corporate Social Responsibility (CSR) Assurance in the United States” by R. Casey and
J.Grenier, 2014
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The United Nations Global Compact (UNGC) has also turned its attention to the importance of the accuracy and
completeness of information provided by signatory companies in their annual reports or Communications on Progress
(COP). The latest UNGC requirements of COPs at the advanced level include assurance by a credible third-party as of
January 1, 2014. UNGC further clarifies that external assessment should ideally encompass qualitative and quantitative
information and performance data in the COP, as well as an explanation of the management systems and processes that
foster their credibility. Some industry organizations are starting to follow suit and ask their members to publish assured
sustainability reports.
Professional assurance practitioners or CPAs have been in the business of providing assurance services that influence a
user’s confidence in information for decision-making for more than 100 years. Objectivity, integrity, strong analytical skills,
experience in measuring various subject matters against criteria, processes for testing the reliability of data, and clarity in
reporting the results are critical elements in delivering assurance services.14 The expertise necessary to provide assurance
services involves both (1) the skill to apply appropriate procedures to the information and report on it and (2) adequate
knowledge of the subject matter and criteria used to measure or evaluate it. CPAs are best positioned to perform rigorous
external assurance engagements relating to sustainability reporting. As a result, they can increase the confidence in such
reporting by both the preparer and users of the information as CPAs are required to bring an established approach to
delivering assurance services as well as to possess the necessary subject matter expertise. So just as independent auditors
draw on the necessary subject matter expertise to information included in the financial statements, CPAs performing
external assurance engagements on sustainability reporting draw on the necessary specialists within the firm (e.g.,
engineers and economists).

Integrated Reporting assurance
External assurance relating to Integrated Reporting will represent a natural extension of existing financial statement
audit work as the independent auditor understands the business model and revenue generating process, as well as the
company’s internal control environment and the organizational culture. Companies continue to mature by drawing more
direct linkages between sustainability matters and the companies’ financial and operational performance, and embed
sustainability matters into their business strategy. As these dynamics promotes reporting around how the companies
address sustainability issues to drive productivity, revenue generation, and risk management, investors and other
stakeholders will be better able to understand the companies’ value creation potential. CPAs are well-positioned to play a
role in increasing the reliability of, and adding credibility to, such reporting for investors and other stakeholders.

The Road Ahead
It has become increasingly clear to U.S. companies and boards of directors that sustainability reporting is not a passing fad
but rather a mainstream development requiring appropriate attention by company management and the board, especially
for U.S. companies looking to continue to compete globally. If done right, sustainability reporting can serve to assist
companies not only in meeting external stakeholder expectations but also, and in some cases more importantly, in helping
to drive an increase in business value. While currently voluntary in nature in the U.S., the growth in sustainability reporting
reflects an increasing interest in sustainability information. As this demand rises, so does the demand for more reliable
and credible data. Benefits of sustainability reporting increasingly cited include risk management, enhanced reputation
internally and externally, improvements in performance, an increase in innovation, and better informed internal decisionmaking.
U.S. companies will position themselves more competitively by proactively engaging in the multiple market initiatives
underway, including relevant industry-specific sustainability initiatives. Accordingly, companies should look to contribute
to and help shape leading practices, rather than sitting back and waiting for requirements to be mandated. Such
participation can help define how the evolving landscape of market initiatives can and should inform a company's
sustainability reporting strategy and timeline to prepare the company for future requirements and expectations.

14 Assurance Services: A White Paper for Providers and Users of Business Information. 2013. The American Institute of CPAs www.aicpa.org
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As a part of preparing for what's over the horizon, company management and the board should begin to develop a
formal sustainability reporting strategy informed by the multiple sustainability standard setting and reporting initiatives, if
one is not currently in place. For those companies who have a sustainability reporting program in place, management and
the board should be considering the impact of the multiple sustainability standard setting and reporting initiatives on their
existing reporting program. Additionally, management and the board should be taking measures to enhance the level
of discipline and rigor around sustainability reporting controls and processes to a degree commensurate with financial
reporting, in anticipation of obtaining external assurance.
The bottom line is that sustainability is best understood and managed when it’s connected directly with the business
strategy and enterprise risk management practices, and the value of sustainability reporting is enhanced when
demonstrated measures are taken to increase the reliability of the information to the intended users.
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