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Introduction to Sustainability and ESG
• Evolving perspectives

• Regulatory Landscape

• Metrics and Key Performance Indicators (KPI)

• Relevance to Internal Audit

• SASB Standards



Evolving perspective – United States
Corporate Engagement:

• More U.S. companies are adopting ESG reporting frameworks, driven by investor demand and regulatory 
expectations. This trend is helping to standardize ESG disclosures and improve corporate transparency.

• Sustainable investment funds continue to attract significant assets, reflecting ongoing investor interest in ESG 
criteria.

Public Awareness:

• There is growing consumer demand for sustainable products and ethical business practices, pushing companies 
to adopt more sustainable operations.

• Investors are increasingly using their influence to advocate for better ESG practices, leading to more robust 
corporate governance and social responsibility initiatives.



Evolving perspective – Global
Europe ​:

• Europe remains a leader in ESG and sustainability. Public awareness and demand for sustainable products and 
services are high, driving companies to integrate ESG into their core strategies.

Asia​:

• Japan and South Korea are notable for their proactive ESG policies. Japan’s Government Pension Investment 
Fund (GPIF) has been a major advocate for ESG investing, influencing corporate behavior. South Korea has 
policies to promote green finance and sustainable development. Meanwhile, China is focusing on environmental 
sustainability, with significant investments in renewable energy and efforts to reduce carbon emissions.

Latin America​:

• Countries like Brazil and Chile are making strides in renewable energy and sustainable agriculture. Public 
pressure and international trade agreements are pushing companies to adopt more sustainable practices.

Middle East and Africa:

• Countries like the United Arab Emirates (UAE) and Saudi Arabia are investing in renewable energy and 
sustainable infrastructure as part of their economic diversification plans. Africa is focusing on sustainable 
development goals (SDGs), with initiatives aimed to improve access to clean energy, water, and education.



Regulatory Landscape – United States
Federal Regulations:

• The U.S. Securities and Exchange Commission (SEC) has proposed rules requiring companies to disclose climate-
related risks and greenhouse gas emissions. These rules aim to increase transparency and help investors make 
informed decisions.

• The Biden administration has prioritized climate change and environmental justice, implementing executive 
orders and policies to reduce carbon emissions and promote clean energy.

State-Level Regulations:

• States like California and New York have introduced laws that require state pension funds to consider ESG factors 
in their investment decisions. These states are also pushing for greater corporate transparency and sustainability 
reporting.

• Conversely, states like Texas and Florida have passed laws restricting the use of ESG criteria in state investments, 
arguing that such considerations may conflict with fiduciary duties to maximize returns.



Regulatory Landscape – Global
European Union:

• Sustainable Finance Disclosure Regulation (SFDR): The SFDR requires financial market participants to disclose 
how they integrate ESG factors into their investment decisions. This regulation aims to increase transparency 
and prevent greenwashing.

• EU Taxonomy: This classification system defines which economic activities can be considered environmentally 
sustainable, helping investors identify green investments.

• Corporate Sustainability Reporting Directive (CSRD): The CSRD mandates comprehensive sustainability 
reporting for large companies, covering a wide range of ESG topics.



Regulatory Landscape – Global
Asia:

• Japan: The Government Pension Investment Fund (GPIF) is a leading ESG investor, and Japan has introduced 
guidelines to promote sustainable finance and corporate governance.

• China: China is implementing regulations to promote green finance, including guidelines for green bonds and 
sustainability reporting.

Other Regions:

• Latin America: Countries like Brazil are seeing growth in green bonds and sustainable finance 
initiatives. Regulatory frameworks are evolving to support ESG integration in investment decisions.

• Africa: ESG initiatives are gaining traction, particularly in sectors like renewable energy and sustainable 
agriculture. Regulatory developments are supporting these efforts.



Common Metrics and Key 
Performance Indicators (KPI)
Environmental Metrics:

• Carbon Footprint: Measures the total greenhouse gas emissions directly and indirectly attributable to an 
organization's activities. It helps assess the impact on climate change and supports efforts to reduce emissions.

• Energy Consumption: Tracks the amount of energy used by the organization, including electricity, heat, and fuel 
consumption. It highlights opportunities for energy efficiency improvements.

• Water Usage: Quantifies the amount of water consumed by the organization’s operations, helping to manage 
water resources efficiently and minimize water-related risks.



Common Metrics and Key 
Performance Indicators (KPI)
Social Impact Metrics:

• Employee Diversity and Inclusion: Measures workforce diversity (e.g., gender, ethnicity) and inclusion initiatives 
within the organization, promoting a fair and equitable workplace.

• Labor Practices: Evaluates adherence to labor standards, including employee health and safety, fair wages, and 
working conditions.

• Community Engagement: Tracks initiatives and investments that contribute positively to local communities, 
fostering sustainable development and social well-being.

Governance Metrics:

• Board Diversity: Assesses the diversity of skills, experience, and backgrounds represented on the organization’s 
board of directors, promoting effective governance and decision-making.

• Ethics and Compliance: Measures adherence to ethical standards, including anti-corruption policies, ethical 
sourcing practices, and compliance with legal and regulatory requirements.



Relevance to Internal Audit
Risk Management:

• Emerging Risks: Sustainability issues such as climate change, resource scarcity, and social inequalities pose 
significant risks to businesses. Internal auditors need to assess how these risks can impact the organization's 
operations, reputation, and financial performance.

• Regulatory and Legal Compliance: Many countries have stringent environmental regulations. Non-compliance 
can lead to legal liabilities, fines, and damage to the organization's reputation.

• Long-term Viability: Incorporating sustainability into business strategy enhances long-term organizational 
resilience. Internal auditors need to assess whether sustainability initiatives are effectively integrated into 
strategic planning and operational processes.

Operational Efficiency and Cost Savings:

• Resource Efficiency: Sustainability initiatives often lead to improved resource efficiency, reduced waste, and 
lower operational costs. Internal auditors can evaluate the effectiveness of these initiatives in achieving cost 
savings and operational efficiencies.

• Supply Chain Management: ESG factors like supply chain sustainability and responsible sourcing are becoming 
critical for maintaining operational continuity and managing reputational risks.



Relevance to Internal Audit
Investor and Market Expectations:

• Investor Demand: Investors are increasingly considering sustainability and ESG factors in investment decisions. 
Internal auditors can provide assurance that the organization's sustainability disclosures are accurate and 
reliable.

• Competitive Advantage: Organizations that demonstrate strong ESG performance may gain a competitive 
advantage in attracting investors, customers, and talent. Internal auditors can assess whether ESG initiatives 
contribute to maintaining or improving the organization's competitive position.

Reporting and Transparency:

• Accurate Reporting: Internal auditors ensure that sustainability and ESG disclosures are accurate, transparent, 
and compliant with reporting standards (e.g., GRI, SASB). This enhances the organization's credibility with 
stakeholders.

• Risk of Greenwashing: Internal auditors can help mitigate the risk of greenwashing by verifying the authenticity 
of sustainability claims and ensuring alignment between actions and stated goals.



About the SASB Standards
• As of August 2022, the International Sustainability Standards Board (ISSB) of the IFRS Foundation assumed 

responsibility for the SASB Standards. The ISSB has committed to maintain, enhance and evolve the SASB 
Standards and encourages preparers and investors to continue to use the SASB Standards.

• IFRS S1 General Requirements for Disclosures of Sustainability-related Financial Information (S1) requires entities 
to refer to and consider the applicability of disclosure topics in the SASB Standards when identifying 
sustainability-related risk and opportunities that could reasonably be expected to affect an entity's prospects. 
Similarly, IFRS S1 requires entities to refer to and consider the applicability of metrics in the SASB Standards 
when determining what information to disclose regarding sustainability-related risks and opportunities.

• In June 2023, the ISSB amended climate-related topics and metrics in the SASB Standards to align them with the 
industry-based guidance accompanying IFRS S2 Climate-related Disclosures. In December 2023, the ISSB 
amended the non-climate-related topics and metrics in connection with the International Applicability of SASB 
Standards project.

• Effective Date: Standard is effective for all entities for annual periods beginning or after January 1, 2025. Early 
adoption is permitted.



SASB Standards Include:
• Industry Descriptions: Intended to help entities identify applicable industry guidance by describing the business 

models, associated activities and other common features that characterize participation in the industry.

• Disclosure Topics: Describe specific sustainability-related risks or opportunities associated with the activities 
conducted by entities within a particular industry.

• Metrics: Accompany disclosure topics and are designed to, either individually or as part of a set, provide useful 
information regarding an entity’s performance for a specific disclosure topic.

• Technical Protocols: Provide guidance on definitions, scope, implementation and presentation of associated 
metrics.

• Activity Metrics: Quantify the scale of specific activities or operations by an entity and are intended for use in 
conjunction with the metrics referred to in point 3 to normalize data and facilitate comparison.



Internal Control over 
Sustainability Reporting 

(ICSR) Framework



Guidance from COSO
• On March 30, 2023, the Committee of Sponsoring Organizations of the Treadway Commission (COSO) issued 

new guidance on Effective Internal Control Over Sustainability Reporting. See www.coso.org.

• The Framework introduced by COSO is intended to do the following:
• Enable organizations to develop and maintain systems of internal control that can enhance the likelihood 

of achieving the organization’s objectives and adapt to changes in the business and operating 
environments effectively and efficiently.

• Emphasizes the importance of management judgment in designing, implementing, and conducting 
internal control, and in assessing the effectiveness of a system of internal control.

• Expands the financial reporting category of objectives to include other important forms of reporting, 
such as nonfinancial and internal reporting.

http://www.coso.org/




Five Core COSO Action Items
• Commit to integrity by stating your purpose: Articulation of an organization’s purpose is an integral step in 

establishing and building a sustainable business program. Companies can leverage their existing mission and 
values statements in determining and articulating their purpose.

• Determine objectives: Companies should develop and communicate specific and measurable internal and 
external sustainability business objectives, and for each such objective establish reporting principles with 
sufficient detail such that such information may be applied properly and considered in assessing potential risks 
in the process of preparing sustainable business data.

• Identify and assess risks (and consider opportunities): Companies should undertake a comprehensive 
evaluation of both the qualitative and quantitative risks associated with a company’s sustainability objectives. 
Often, this analysis will uncover ways that companies can turn risks into potential opportunities.

• Identify control activities: Once a comprehensive understanding of a company’s sustainability objectives and the 
risk associated with these objectives is reached, specific activities should be identified to manage or mitigate the 
risks identified in the prior step.

• Evaluate effectiveness: Once control activities are implemented, the effectiveness of the design and operation 
should be evaluated and optimized on an ongoing basis.





Important Themes from COSO Update

Cultivate
a culture of 

accountability

Revisit
the interrelationship 

of purpose and 
various objectives

Establish
a cross-functional 

team

Leverage
existing experience

Leverage
existing controls

Leverage
enabling 

technologies and 
platforms

Focus
on decision 
usefulness

Start
early



2023 Sustainability Report  
Examples



2023 Sustainability Report –
McDonald’s

2022–2023 Our Purpose & Impact Report McDonald’s Corporation (mcdonalds.com)

https://corporate.mcdonalds.com/content/dam/sites/corp/nfl/pdf/McDonalds_PurposeImpact_ProgressReport_2022_2023.pdf


SASB Standards – Restaurants 
(Material Topics)
Topic​ Metric​ Category​ Unit of Measure​

Nutritional Content​ (1) Percentage of meal options consistent 
with dietary guidelines and (2) revenue from 
these options​

Quantitative​ Percentage (%), 
Presentation currency​

(1) Percentage of children’s meal options 
consistent with dietary guidelines for children 
and (2) revenue from these options​

Quantitative​ Percentage (%), 
Presentation currency​

Percentage of advertising impressions (1) 
made on children and (2) made on children 
promoting products that meet dietary 
guidelines for children​

Quantitative​ Percentage (%)​
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SASB Standards – Restaurants 
(Material Topics)
Topic​ Metric​ Category​ Unit of Measure​

Labor Practices​ (1) Voluntary and (2) involuntary turnover rate 
for restaurant employees​

Quantitative​ Percentage (%)​

(1) Average hourly wage, by region and (2) 
percentage of restaurant employees earning 
minimum wage, by region​

Quantitative​ Presentation currency, 
Percentage (%)​

Total amount of monetary losses as a result of 
legal proceedings associated with (1) labor law 
violations and (2) employment discrimination​

Quantitative​ Presentation currency​



From McDonald’s Sustainability 
Report



SASB Standards and McDonald’s 
Sustainability 



SASB Standards and McDonald’s 
Sustainability



2023 Sustainability Report

2023-sustainability-report.pdf (aboutamazon.com)

https://sustainability.aboutamazon.com/2023-sustainability-report.pdf




SASB Standards – e-commerce 
(Material Topics)
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SASB Standards – Retailers and 
Distributors (Material Topics)
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SASB Standards – Retailers and 
Distributors (Material Topics)



Questions?

Travis Whitfield
Travis.Whitfield@CLAconnect.com

Sri Iyengar
Srikanth.Iyengar@CLAconnect.com
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