38°31′30″N 111°45′0 0″ W

4 0°47 ′ 59″N 74°28 ′ 50″ W
BRINGING
THE ESG
ECOSYS TEM
TO LIFE
Finance Profes sionals and
the Sus tainabilit y Journey
S EP TEMBER 2 02 1

E XECUTIVE SUMMARY
Demand for high-quality information related to a company’s reporting on environmental, social, and
governance activities (ESG) has dramatically increased. As one finance executive noted, “there are
companies or customers that won’t do business with us unless we do a climate survey and score a
certain grade, so customers are demanding it. Investors are interested in it. Our peers are doing it. If
you don’t report on ESG, you look like you’re not keeping up with others in your industry.”
Given financial reporting professionals’ critical expertise with disclosure and control implementation,
it’s no surprise that Financial Executives International (FEI) members are being tasked with
implementing ESG disclosures in filings and dedicated sustainability reports.
But in reality — according to our survey and subsequent interviews — management reporting
professionals are only at the onset of integrating ESG information into their financial reporting
practices because of significant hurdles, including competing and sometimes conflicting disclosure
frameworks, reporting methodologies, and stakeholder demands.

KE Y FINDINGS
•

Finance involvement in ESG is still early-stage, with 53% of FEI members surveyed
participating in broad “reporting oversight” of ESG.

•

Data is the biggest single challenge to ESG reporting, and questions related to collection,
collation, analysis, and control are among the most significant ESG-related data questions.

•

85% of companies are using multiple frameworks in their ESG reporting.

•

Finance professionals report difficulty with hearing through all the noise and providing
relevant, concise ESG metrics in telling their organization’s ESG story.

A B O U T T HE RESEA RCH:
The Financial Education & Research Foundation collaborated with
PwC US to develop the questions in the survey and those in qualitative interviews. This report and the findings herein are based on
a survey distributed to public company members of Financial
Executives International. In total, 53 chief accounting officers and
controllers from some of the largest US companies completed the
survey. In addition to the survey’s findings, representatives from 12
public companies, two investment professionals, and one academic
participated in research interviews.
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PA R T 1

OVERSIGHT VS .
OWNERSHIP:
Finance Involvement with E SG Repor ting

WH AT I S T H E F I N A N C E F U N C T I O N ’ S I N VO LV E M E N T R E L AT E D TO
E S G R E P O R T I N G AT YO U R CO M PA N Y ?

18% No involvement
14% Structuring controls surrounding ESG information
Collecting ESG data

14%

Preparing ESG disclosure 12%
ESG reporting oversight (e.g., participation on an ESG steering committee)
Other (please explain)					

53%

33%

While fewer than one in five respondents indicated “no involvement” when evaluating their finance function’s
involvement related to ESG reporting, the majority of responding finance functions, as depicted in the graphic
above, aren’t particularly involved beyond assisting in ESG reporting oversight. One executive described
her team’s involvement, saying, “We definitely get involved in the review of the report; we’re reading, we’re
reviewing, and we’re making sure there’s nothing in the report that’s inconsistent with the way we talk about
the company from an external reporting or investor relations lens. So while we definitely function as a reviewer
of those KPIs, we don’t track, report, or even own that information.”
As it relates to helping to oversee the ESG reporting process, input from finance professionals is highly
valued. After all, finance professionals understand the reporting process of taking raw data and transforming
it into meaningful metrics and securing the entire process with safeguarding controls. Moreover, finance
professionals are also accustomed to the high level of rigor upon which the integrity of financial reporting is
built. One interviewee commented on what finance professionals bring to the table for ESG, explaining, “ESG
reporting is clearly a good fit for what finance is able to do given the rigor we face in the reporting process,
the understanding of controls around data governance, the experience interpreting standards, and the
ability to communicate these things in a way that’s repeatable and actionable. While finance professionals are
well-equipped to be influential in the ESG reporting process, it’s also important to understand the additional
resourcing that additional work requires.”
Still, the present reality is one where even if finance professionals possess the ideal mix of experience with
rigorous reporting, acumen of technical standards, and understanding of controls, it would be difficult to add
ESG reporting to their already limited resources. When asked about whether his team could handle adding
ESG reporting to their stewardship, one financial leader remarked, “Obviously, we aren’t going to not comply
with ESG reporting requirements if it becomes compulsory. So, could we do it? Yes. We would just have to hire
additional people because we don’t really have the bandwidth to add. But we can’t really justify adding more
to our head count unless it becomes compulsory.”
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WI T H I N T H E F I N A N C E F U N C T I O N ,
D O E S YO U R CO M PA N Y H AV E A
G R O U P O R I N D I V I D UA L D E D I C AT E D
TO E S G R E P O R T I N G ?

No
62%

Yes
3 8%

Given the relatively non-compulsory nature of ESG reporting
withing the United States regulatory regime, it is unsurprising that
less than 40 percent of responding companies, as depicted in the
graphic on the left, have a group or individual dedicated to ESG
reporting within the finance function. Moreover, a significant
number of those who responded to our survey indicated that they
have a group or individual dedicated to ESG reporting in the
finance function but that they were just starting the ESG journey;
such respondents indicated that they were either in the process of
formalizing a group within finance function over ESG reporting or
they began forming the group in response to the nascent
changes to Regulation S-K.
Interestingly, the respondents electing to explain the way in
which their individual or group acts with ESG reporting were also
relatively diverse, with some pointing out that the individuals
were being hired to formalize controls and processes around ESG
reporting.

One respondent from a company with a more
mature ESG reporting journey described
their finance function’s involvement in ESG
reporting as follows: “We have a core ESG
team within finance that is responsible for the
integrity and assurance over reported ESG
data. This includes the overall governance, policy,
and evidence for reported ESG data, working crossfunctionally to ensure system and process design
to capture data reliably and timely, maintaining
an internal control environment around systems/
processes, and assessing the need for additional
assurance (internal or external audit).”

WH I C H O F T H E FO L LOWI N G B E S T
D E S C R I B E S T H E E X T E N T TO WH I C H
YO U R CO M PA N Y ’ S E S G R E P O R T I N G I S
I N T EG R AT E D WI T H F I N A N C I A L R E P O R T I N G ?

Still, there are also others who have the finance
group or professional working on ESG in more
of an advisory capacity, assisting whichever
group owns ESG reporting, be that investor
relations, legal, communications, or a crossfunctional group.
For each of the reasons detailed above, it
is unsurprising that just four percent of responding
companies indicated that they already integrate ESG
reporting with financial reporting. One financial executive
representing a company that hasn’t begun to integrate
ESG reporting with its financial reporting noted that her inhouse counsel has advised her team not to integrate ESG
reporting with financial reporting until it is mandated.

53%
43%
2%
2%
We have started to integrate ESG
reporting with financial reporting: 43%
We have not started to integrate ESG
reporting with financial reporting: 53%
We already integrate ESG reporting
with financial reporting: 2%
We have mostly integrated ESG
reporting with financial reporting: 2%
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“The scope of our
jobs is just kind of
blowing up right
before our eyes.”
– One finance professional speaking
anonymously on the impact of
increased ESG integration with
financial reporting
In the absence of any kind of regulatory
change, many are taking a proactive approach
of positioning themselves to be ready to meet
any changes to regulatory requirements as
they come. Still, it should be noted that many
of the interviewees cited a significant increase
in the attention they are paying to ESG topics,
choosing to educate themselves and their
teams as much as possible. Beyond focusing
on education, several of the interviewees
described their teams’ efforts to determine
what greater ESG reporting integration with
financial reporting will look like from a tools
and resources perspective; this also includes
outlining plans to leverage internal and
external resources to help bridge their ESG
knowledge gap.

38°31′30″N 111°45′00″ W

Still, others noted that even if they had support
from the board and legal, insufficient time and
resources are effectively precluding them from
further integrating ESG reporting with financial
reporting; among those who responded this
way, each indicated that regulatory changes
would provide them with the justification to
address the resource needs preventing them
from further ESG integration with financial
reporting. Moreover, a number of financial
executives reasoned that coming action from
the Securities and Exchange Commission will be
a significant driving force accelerating finance
function involvement with ESG reporting, which
will be a major contributor to ESG reporting
becoming investor grade quality.

One Financial Executive Reflects
on Integrating ESG Reporting into
Financial Reporting

Well, what does full
integration even
mean at this point?
Knowing what we
know about financial
reporting, I would
think that we could
have some form of
ESG integration in
one year. That said,
the integration
wouldn’t be complete,
and we would expect
changes and growth
over the following
few years.
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FINDING A DATA
NORTH S TAR

WI T H I N T H E F I N A N C E F U N C T I O N , WH AT A R E T H E B I G G E S T C H A L L E N G E S
YO U R O R G A N I Z AT I O N H A S FAC E D I N I T S E S G R E P O R T I N G PR O C E S S ?

68%

72%

64%
51%
34%
17%

9%
Aggregating
and controlling
data

Lack of tools
supporting
the collection,
collation, and
analysis of ESGrelated data

Generating
buy-in from
Management

Insufficient
staff resources

Lack of
education

Diversity of
standards and
frameworks

Diversity of
practice in
reporting

As finance professionals work to further evolve/expand their ESG reporting and as ESG reporting prominence
increases, data has proven to be the most significant challenge in their ESG journey. Notably, 72 percent of
respondents indicated that the lack of tools supporting the collection, collation, and analysis of ESG-related
data has been a barrier with their ESG reporting process.
In separate interviews, financial executives expressed having a significant portion of their schedule blocked
out in order to speak to vendors about products to help address their ESG-related data challenges. One executive
noted that a considerable part of the challenge with identifying the right tools supporting ESG data is the need
to understand what ESG data their organization collects and how the collection occurs. Moreover, ESG data is
significantly different from financial-related data. One financial executive characterized the difference, explaining,
“ESG data is often bespoke and ill-defined. It’s all over the place and it’s got different ways of being captured.
This makes it very different from financial data, which rolls up into a general ledger every single month that is
controlled and reconciled. ESG data does not have that structure.” While he does foresee ESG data becoming
more easily collectible, this executive acknowledges that the ESG data ecosystem has a long way to go.
Relatedly, 68% of respondents also noted that aggregating and controlling data has been a source of difficulty.
Conforming something inherently bespoke to a consistent, repeatable control structure has been a point
of difficulty for many — especially given the highly manual process of ESG data collection with its many
human contact points and reliance on third parties. When it comes to control considerations, one professional
working in the controllership says, “When incorporating ESG data into financial reporting, it is critical to
understand the process and controls in place around that data. Finance professionals have experience and
knowledge implementing rigorous and controlled processes, and therefore bring a different perspective and
skillset that supplements those of their corporate sustainability counterparts. By working together, the finance
team can help data owners identify control gaps, process improvements, and in some cases, recognize
controls that already exist, but just aren’t named as such.” However, this professional advises not
underestimating the importance beginning by creating alignment and establishing governance towards a
common goal.
6

ONE FINANCE PROFESSIONAL ON HER TEAM’S
JOURNEY TO CONTROL ESG DATA
Several years ago, we had an internal audit related to governance around ESG data, and it did not go
well, especially with how the data is collected and retained. In external reporting and accounting,
we are very thorough in documentation; we have controls and SOX controls and processes around
everything, and we have [file] shares where we store data in a very organized fashion, so if there was
any question about any statistic in our financial reports, you can quickly go to find the support for it.
This wasn’t the case at all for ESG reporting several years ago, so our company underwent significant
efforts to really strengthen the controls around storage, accountability, documentation, and
approval processes.
Now, I’m very confident that if I went back to the last two years of reports, I would be able to find
support for how that information was calculated. I would be able to go to a repository and find the
support. So, certainly the controls around all that information are strengthening, and that’s the
reason that I bring it up now is because our controllership group doesn’t personally track all of these
ESG KPIs. It’s really under the purview of our ESG reporting team, and they have certainly had to
strengthen their controls around how that data is collected and reported.
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Moving beyond controls, one key data-related struggle comes down to timing. The time-intensive nature of ESG
data collection is a significant challenge for many ESG reporters. When asked about how practical it would be to
conform ESG reporting to the same schedule as financial information, multiple interviewees commented that
much of the ESG data relies on inputs from third parties or inputs from other internal groups that doesn’t readily
conform to a control environment, all of which can effectively preclude any attempt to report on ESG information
with the same cadence as that of financial statements.
TO WH AT E X T E N T D O YO U B E L I E V E I T I S PR AC T I C A L TO
R E P O R T E S G I N FO R M AT I O N O N T H E S A M E S C H E D U L E A N D
T I M E L I N E A S F I N A N C I A L I N FO R M AT I O N ?

3.08/10

In addition to timing, one of the other key ESG data-related challenges is the absence of, or impracticality of
obtaining, data for certain ESG metrics.
Many preparers noted in interviews that they would like to provide the metrics stakeholders and business leaders
want, but the data just isn’t often available, or it is the difficulty of obtaining the data that makes preparing and
presenting the metric impracticable. On this issue, one finance professional noted, “Key to reporting ESG data on
the same schedule as financial reporting is the quality and availability of ESG data. Often when data is not available
for ‘X’ number of months, it’s linked to a perceived required level of precision, brought by uncertainty in using
estimates against established policies and tolerances of deviation by those outside of finance.”
Facing the problem of data availability, this Roberts has considered whether they should consider applying some
form of estimation for certain ESG metrics that aren’t practicable to report in time with other financial information.
At this time, his team felt that this was neither necessary nor advisable given the voluntary nature of ESG reporting
and companies’ ability to report in a later timeframe, unless regularly used by business leaders.

B R I N G I N G T H E E S G ECO S Y S T EM TO L I FE : Finance Professionals and the Sustainability Journey
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PA R T 3

NAVIGATING S TANDARDS
AND FR AMEWORKS
8%
46%

WH I C H S TA N DA R D S O R F R A M E WO R K S D O E S
YO U R CO M PA N Y U S E FO R E S G R E P O R T I N G ?

Sustainability Accounting Standards Board (SASB)
Task Force on Climate-related Financial Disclosure (TCFD)
Global Reporting Initiative (GRI)
Climate Disclosure Standards Board (CDSB)
Other (please explain)
Carbon Disclosure Project (CDP)
International Integrated Reporting Council (IIRC)
United Nations Sustainable Development Goals (SDGs)

6%
73%
58%
62%
6%
21%
46%
8%
33%

33%
58%

21%

73%
62%

As displayed in figure above, the diversity of standards or frameworks for ESG reporting represents a significant
challenge for financial statement preparers — with many companies using more
than one set of standards or frameworks as a compass to guide their ESG reporting.
Three different standards or reporting frameworks — Sustainability Accounting Standards Board (SASB),
Task Force on Climate-Related Financial Disclosures (TCFD), and Global Reporting Initiative (GRI) — are
being utilized in ESG reporting by a majority of the survey respondents, and the framework from the Carbon
Disclosure Project (CDP) is being utilized by almost half of survey respondents in their ESG reporting. While
some have embraced the flexibility of reporting under one or even several of the frameworks in telling their
organization’s ESG story, others are struggling to select from among the various standards and frameworks.
With their first ESG report behind them, one professional indicated that the number of frameworks was a
hurdle, saying, “There are just too many frameworks. I think everyone complained when COSO was the only
framework for SOX, but I think that was a blessing in hindsight. Now you have individual countries, individual
regions, and individual standard setters that are all coming out with their own criteria, their own metrics. We
end up feeling like we need to answer to multiple frameworks and that just isn’t sustainable.”
Although many financial statement preparers see the diversity of standards as a challenge, some see the
diversity of the frameworks as an opportunity to select the most relevant metrics from among the various
frameworks, enabling their organization to best tell its ESG story. The executive quoted above further
elaborated that their team has identified specific metrics from each framework that they feel are either
misleading as they are to be presented or metrics that just aren’t material to the organization’s ESG story.
One leading investor interviewed for the research realizes the difficulty of complying with numerous ESG
reporting frameworks, and he along with other ESG investors has communicated about the frameworks he
prefers. That said, he advises that financial preparers know what the frameworks are and
then focus their energy on identifying and clearly communicating the material environmental, social, and
governance issues facing their organization and industry, which will enable finance professionals to own a clear
explanation of the things that are material to the business and provide the data that is going to help investors
and other stakeholders assess your performance.
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In the section on data above, financial executives commented on the challenge of
constructing a control latticework for ESG data, which can present myriad difficulties
as it pertains to conforming to a robust control environment. Relatedly, the diversity
of standards or frameworks represents an additional layer of difficulty as it relates to
controlling ESG. One interviewee explained this difficulty, saying, “I think it’s hard to really
think about controls around ESG reporting before you have a reporting framework, right?
You have to know what you are controlling and what you have to comply with. When
devising controls, you need a reporting framework first, and then you see where you fit
within that reporting framework and start thinking about how you are going to report and
control the metrics.”

D iver sit y of Prac tice in Repor ting
In the process of interviewing representatives from companies and analyzing the survey
data, it became clear that one would find as many approaches to ESG reporting as there
are companies providing such information. One executive commented on the challenges
that the diversity of reporting presents in the market and at the company level, saying
“We should have comparability across companies, right? Without more uniformity around
a framework that everyone is following, you end up where we are now with multiple
frameworks and people using them differently in different spaces without consistency.”
This lack of consistency is manifest within industries with regard to not only the types of
ESG metrics disclosed but also the types and numbers of ESG-related reports generated.
This diversity ranges from some providing only limited ESG data to others dedicating
individual reports to the various parts of ESG and still others providing significant amounts
of metrics in a single, dedicated ESG report.
As shared above, the degree to which ESG information is presented in financial reports
is also highly diverse; one financial executive, whose organization is at the beginning of
integrating ESG into their financial reporting, explained that all of the different approaches
have caused his team to have to explore a sizeable number of approaches. At a macro
level then, the lack of comparability could continue to limit companies in their ability to
scale their efforts in presenting material ESG metrics in a consistent, comparable manner
to their peers.
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PA R T 4

DECISION USEFULNESS
AND MATERIALIT Y
No dedicated report for
the ESG information

WH AT C H A L L E N G E S H AV E YO U FAC E D I N
D E T E R M I N I N G WH AT E S G I N FO R M AT I O N B E
D I S C LO S E D WI T H I N F I N A N C I A L R E P O R T I N G ?

10%

Insufficient
education on ESG
reporting topics

17%

23%

When it comes to determining what ESG
Too many reports
information is disclosed within financial
on ESG topics
reporting, 6 in 10 survey respondents
40%
indicated that assessing decision usefulness of a piece
of ESG information is a challenge. The determination of
whether an item of ESG information is decision useful is
complicated by the diversity of stakeholders requesting
the information and the opacity that can be inherent in
Selecting the right
reporting framework
ESG-related metrics. Within the context of SEC reporting,
issuers, investors, and regulators are debating how to
apply materiality as defined by the SEC to non-financial ESG disclosures.

60%

Difficulty assessing
decision usefulness
of information

“Any disclosures included in financial
reports filed with the SEC should be
grounded in the SEC’s longstanding
definition of materiality and be drafted
with investors as the primary audience in
mind.” – One Anonymous Respondent
One financial executive, whose organization’s financial reporting is moderately advanced in the
degree to which it integrates ESG metrics in its financial reporting, explained how his organization
thinks about materiality with ESG in the financial statements, expressing, “When we think about
materiality, where ESG information is presented within the 10-k is important. It can’t be evaluated
under the same quantitative thresholds as information in the financial statements and footnotes.
Instead, consider ESG data from the prospective of what’s material to understanding our business
and understanding who we are as a company.”
When it comes to assessing decision usefulness, one finance professional indicated that the logic
behind an impairment test is useful as a heuristic for determining the decision usefulness of a piece
of information, reasoning that ESG reporting ideally provides an indication into the present and
future health of an organization. He provides the example of employee turnover for assessing the
health of a company — if an organization’s employee turnover is high, that may be an indicator
of poor overall human capital as a result of the inability to retain the talent needed to keep an
organization competitive.
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ESG REPORTING
AND ESG S TR ATEGY

WH AT I S T H E PR I M A RY D R I V E R O F YO U R O R G A N I Z AT I O N ’ S E S G R E P O R T I N G PR O G R A M ?

Compliance

6%

Investor demand

21%

Prioritization by management or board of directors 29%
Further drive ESG strategy

13%

Long-term value creation 31%

10

15

20

25

30

35

The top three most common responses to the question about the primary driver
of an organization’s ESG reporting — namely investor demand (21%), prioritization
by management or board of directors (29%), and long-term value creation (31%) —
intersect in a fascinating way. After all, every stakeholder wants to see sustained longterm value creation.
In explaining why ESG reporting is valuable for investors, one leading ESG investor
comments, “ESG disclosure with the necessary context explains and demonstrates how
management teams are managing key risks and opportunities; it demonstrates that
you’re practicing good governance and managing material environmental and social
risks. Done right, it can show us that your organization is improving efficiency and
engaging with employees, thereby strengthening our confidence in the performance
trajectory of your company.” The investor continues, “Voluntary ESG reporting is a
signal of the importance senior management teams are assigning to these vital issues,
and it can help boost our confidence.”
TO WH AT E X T E N T I S YO U R CO M PA N Y ’ S E S G
R E P O R T I N G E F FO R T S PA R T O F A B R OA D E R E S G
S T R AT EG Y AT YO U R CO M PA N Y ?

6.92/10

With a rating of nearly 7 out of 10 for how integral ESG reporting is to an organization’s
overall ESG strategy, it is apparent that organizations are taking a strategic approach
to ESG reporting. However, it should be noted that how an organization self-reports to
this question has little bearing on how far an organization is along its respective ESG
reporting journey, which is unsurprising given the diversity of approaches companies
are taking to ESG reporting overall.
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For those hoping to drive further value with their ESG reporting, a leading investor
advises that rather than investing significant resources into well-polished ESG reports,
organizations would be better served focusing their efforts on increasing the
accessibility of the ESG data by having easily digestible data tables and weaving the ESG
story into your strategic narrative.
Many organizations are now taking a mindful approach to their reporting and
communications in order to foster a cogent link between overall ESG strategy and
corporate strategy. In creating this link, Amie Thuener, VP, Principal Accounting Officer at
Alphabet, noted, “ESG strategy is a core component of our overall business strategy and
we have used specialized reports and metrics to tell the story in a way that’s aligned to
the business strategy?”

ONE LEADING ESG INVESTOR ON
WHAT INVESTORS ARE LOOKING FOR
FROM ESG REPORTING
We would love to see how a couple of the key, most material ESG
metrics have been tracked and how they link to your strategy. It’s
not necessarily about disclosing more; it’s sometimes about
helping us understand how being an employer of choice helps you
better support your growth or how being more efficient in your use
of energy and other natural resources helps you drive cost
reductions or even how investing in enhanced data security and
privacy makes your business more resilient. Oftentimes, it’s really
the connection that is actually the most useful thing for us, because
it helps us understand whether an organization’s capital
allocations and operating investments make sense.
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PA R T 6

KE Y ESG TOPIC S
TO MONITOR
MOVING FORWARD

WH AT T Y PE O F E S G I N FO R M AT I O N - E N V I R O N M E N TA L , S O C I A L , O R G OV E R N A N C E I S R EC E I V I N G T H E M O S T AT T E N T I O N BY YO U R CO M PA N Y A N D/O R I T S I N V E S TO R S ?

GHG emissions
Supply chain
Diversity & Inclusion

6%

40%

Executive Compensation
Corporate governance
Other (please explain)

10%

6%

2%

35%

Given the increased focus on topics like systemic racism, it is unsurprising that
Diversity & Inclusion is receiving the most attention by companies and their
investors Still, it is worth noting that the emphasis is a local phenomenon
and that investors outside the United States are typically more interested in
topics under the “E” umbrella as it relates to ESG, namely GHG emissions or
carbon footprint, or water or other natural resource management. Notably,
a significant number of respondents selecting “Other” in response to the
questions shown in the graphic above indicated that in their experience, D&I,
Environmental, and Corporate Governance were all receiving significant — if
not equal — amounts of attention.

A s surance
WH AT T Y PE O F E S G I N FO R M AT I O N - E N V I R O N M E N TA L , S O C I A L , O R G OV E R N A N C E I S R EC E I V I N G T H E M O S T AT T E N T I O N BY YO U R CO M PA N Y A N D/O R I T S I N V E S TO R S ?

Our independent financial statement auditor provides
assurance on the ESG information and we use another
attestation service for special topics (e.g., GHG emissions)

0%

Our independent financial statement auditor provides
limited assurance on ESG information and we use
another attestation service for special topics (e.g., GHG
emissions)

8.16%

We receive attestation services on ESG information, but
not from our independent auditor

26.53%

Other

26.53%

We do not use assurance over ESG information

38.78%
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Some have said that the SEC has asked the question about assurance, as they potentially
mandate metrics, should they mandate quality – whether its controls or other efforts. And a lot
of the companies that I’ve interacted with have said a few things…. They’ve asked, “what does
assurance provide? And is the accounting profession ready to provide it?” And those are good
questions; here is what assurance provides to the marketplace and that’s a value add:
1.

An independent outside-in examination.

2 . Expertise in the amount of support you would need to have
in order to be reasonably assured that something is complete
and accurate as presented.
3. Expertise in metrics.
The question that controllers need to ask are:
(1) “From my assurance provider, what am I getting? Am I getting
an independent examination?”
They need to ask that because if it’s not independent, it doesn’t help them provide comfort
to the board that there’s been an outside look at the quality of reporting. In other words,
it’s less than investment grade.
(2) “ What experience does the firm have in applying generally
accepted auditing standards?”
This question really gets to evaluating materiality, evaluating how to deal with
mistakes or corrections.
(3) “ What’s the firm’s expertise in scoping and risk assessment?”
“Are they looking at the right things?” “ What experience and
expertise is the firm bringing to the engagement?”
That expertise might be driven by people and upskilling for people, or it might be
driven by technology.
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WES BRICKER, VICE CHAIR - US TRUST SOLUTIONS
CO-LEADER, PWC US ON WHAT QUESTIONS TO
ASK YOUR ASSURANCE PROVIDER:

Given that few finance functions responding to the survey indicated that they had either fully or mostly
integrated ESG into financial reporting, it’s unsurprising that relatively few are engaging with their independent
auditor on providing even limited assurance on ESG metrics. At present, most organizations that receive
attestation related to ESG do so most commonly for GHG emissions. Still, many noted — both within the survey
explanation when selecting “other” and in qualitative interviews — that they had begun having conversations
with their financial statement auditor on what assurance on ESG metrics would look like. While these
conversations are still preliminary in nature, it is part of a larger dialogue about ramping up and effectively signals
financial statement preparers’ expectations for the future of ESG integration with financial reporting.
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WHERE WE ARE
NOW AND WHERE
WE ARE GOING
Financial statement preparers have long been watching the evolution of ESG reporting
and have incorporated ESG topics into the financial statements over the years. Still, the
cadence of change for enhanced ESG integration into financial reporting is a significant
reality that financial statement preparers are now grappling with — a reality where
there are lingering questions and diversities of opinion.
Regardless of what standard or framework is to be used in integrating ESG topics into
financial reporting, executives have significant questions related to how they are going
to collect, collate, and analyze ESG data, with controlling the data being a significant
challenge as well. In addition to data, questions around materiality and decision
usefulness will need answering in the near term, even if those answers require some fine
tuning as the diversity of reporting narrows.
One expert adroitly surmised the situation she and others in her organization are now in
reflecting, “We’re going to be making baby steps along the journey until we get to a
better place. With all of the changes over the next few years, it’s really going to be a
little bit of a dive and catch until we see what standards are universally adopted and
how they are adopted.”
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