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What makes the SASB standards valuable?

2011
Financially material sustainability issues
79 industries across 11 sectors of the global
economy
Corporate experts representing $11 trillion
in collective market cap*
Investor organizations managing $23.4 trillion
in collective assets*

Philosophy

Getting good information in the hands of
all investors creates fair markets that work
as intended—to illuminate performance, to
adequately price risk, and to enable capital
to be put to its best use.

SASB’s standards help companies to identify, manage, and disclose
their performance on material key sustainability-related matters
in a way that is cost-effective for the organization and decisionuseful for its investors. This helps companies focus their resources
on managing performance on sustainability issues that drive value
creation. The standards also help investors to understand their
exposure to financially material sustainability-related risks within
their investment portfolios.

The SASB standards offer three unique
advantages:
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In the context of SASB standards, sustainability issues are business
issues. In addressing broadly defined environmental, social, and
governance (ESG) issues, the SASB standards focus on their
financially material, industry-specific impacts, such as:

Why SASB? Why now?

An apparel company’s ability to source cotton, a crop that
is vulnerable to shifting weather patterns;

Today’s competitive landscape is characterized by key sustainability
risks and opportunities that materially affect business outcomes.
In the absence of a market standard for capturing and reporting
performance on these environmental, social, and governancerelated (ESG) factors, companies are challenged to manage them
effectively, investors struggle to understand their impact on risk
and return, and markets can’t efficiently incorporate them into the
prices of securities.
SASB’s industry-specific standards illuminate material risks and
opportunities, providing a long-needed solution.

How did the SASB develop its standards?
During its provisional standards-setting work, from 2012 to 2015,
SASB hosted Industry Working Groups (IWGs) to provide market
feedback on its standards. Participation in IWGs was balanced
among 2,800 professionals with at least five years of industry
experience, including:
•

Approximately one-third corporate experts,

•

one-third investors, and

•

one-third market intermediaries.

The standards are focused on financially material
sustainability factors.

The ability of extractives company management to
institute systems that ensure the integrity of payments and
eliminate corruption amongst the workforce; or
The ability of food companies and restaurant chains to
manage food safety issues in the supply chain.
The SASB achieves this focus by using the U.S. Supreme Court
definition of “materiality” in its approach to standard-setting.
This results in a more precise set of disclosures that are likely to
have material implications for the financial condition or operating
performance of an issuer, and are therefore tailored to the needs
of economically motivated stakeholders such as investors, lenders,
insurers, and management.
The SASB standards recognize that the determination of materiality
and duty to disclose lies with public companies, which are subject
to the federal securities laws.
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The SASB standards represent a cost-effective
approach to the disclosure of material sustainability
information. This is because:

The SASB’s financial materiality focus yields a small set of industryspecific disclosures (on average, 5 topics and 13 associated metrics
per industry).

These professionals vetted the evidence and weighed consensus
regarding the likely materiality of each topic, with generally a 75
percent approval benchmark for inclusion in the standards.
To inform its codification efforts, the SASB has also engaged in
deep consultation with 141 companies (representing $7.5 trillion
in market capitalization) and 19 industry associations (representing
hundreds of companies).
* only represents feedback provided via SASB-hosted Industry Working Groups during SASB’s
provisional phase of standard setting; does not reflect, for example, deep consultation with
141 companies that also informed SASB’s codification efforts

Wherever possible, the SASB aligns with existing industry practices
and references metrics from over 200 other entities, including CDP,
the EPA, OSHA, the EEOC, and others.
Going forward, the SASB standards will also become increasingly
aligned with the June 2017 recommendations of the G20’s Task
Force on Climate-Related Financial Disclosures.
Corporate issuers currently face increasing numbers of
sustainability-focused shareholder resolutions, spend inordinate
resources filling out sustainability-related questionnaires, and
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produce expensive sustainability reports of dubious value to the
investor community. All these cost-drivers may be minimized
through the use of the SASB standards.
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• The SASB convened a legal forum at Harvard Law School with
securities law thought leaders this year to discuss emerging
legal issues related to public company sustainability disclosure.

The standards are voluntary and require
no new rule-making.

The SASB standards are not a new set of rules. They are designed
for voluntary use by public companies.
The standards can be used by companies in making disclosures in
SEC filings, such as Forms 10-K, 20-F or 40-F.
The SASB standards are also recognized by the European
Commission as a suitable framework for companies to provide
information to investors pursuant to EU Directive 2014/95/EU.
As such, the standards are intended to help registrants better fulfill
existing disclosure requirements including those outlined in item
303 of Regulation S-K (“Management's Discussion and Analysis”)
in accordance with the SEC’s own guidance for such disclosure.

What are the next steps for SASB
standards?
Following a recently completed phase of deep consultation with
issuers and investors, the SASB issued proposed changes to the
provisional standards on October 2 and is now near the end of a
90-day public comment period.
Next, the SASB will review the comments, make appropriate
changes to the standards, and codify the standards in early 2018.
Updates, which were proposed in the organization’s Technical
Agenda, represent the SASB's efforts to:
•

Respond to market feedback

•

Strengthen the evidence basis of the standards

•

Enhance the cost-effectiveness of the metrics

•

Improve the decision-usefulness of disclosed data

•

Be consistent with the SASB Conceptual Framework

• The SASB has helped develop case studies on the design,
implementation, and maintenance of internal control over
sustainability information.

SASB: Comprehensive standards for
issuers and investors alike
SASB
Facilitates comparable,
standardized disclosure

√

Internationally applicable

√

Industry specific

√

Investor focused

GRI

TCFD

IIRC

CDP

CDSB

√
√

√

√

√

√

√

Financial materiality

√

√

Suitable for meeting both
U.S. and EU disclosure
requirements*

√

Covers E, S, and G

√

√

Performance metrics

√

√

Evidence based

√

√

√

√

√
√

√

*SASB is suitable for compliance with disclosure under U.S. securities law, including SEC
filings such as in Forms 10-K, 20-F and 40-F. SASB is also recognized by the EU as a suitable
framework for compliance with EU Directive 95/2014/EU. This makes it appropriate for use by
U.S.-domiciled multi-national companies that need to comply with both U.S. and E.U. laws.

Other Resources
SASB Documents
Conceptual Framework and Rules of Procedure
The State of Disclosure Report 2017
Staff Bulletin: “SASB’s Approach to Materiality for the Purpose
of Standards Development”

The SASB expects to form Sector Advisory Groups in 2018 to
support the SASB and its staff in producing cost-effective standards
that yield material, decision-useful information. The committees
will be comprised of industry experts whose committee-related
work will likely focus on thematic or technical matters related
to specific sustainability issues, industry topics, and initiatives to
harmonize with best practices or other standard-setters.
The SASB is committed to further supporting issuer
implementation and addressing issuer concerns. For example:
• The SASB has engaged with researchers at the University of
Chicago to undertake a cost-benefit analysis of implementing
the SASB standards.

SASB Industry Standards: A Field Guide
Implementation Guide for Companies
Sector Resources at SASB.org to download the standards
Third-Party Documents
Vanguard, “An open letter to directors of public companies
worldwide”
Harvard Business School, “Corporate Sustainability: First
Evidence on Materiality”
Robert H. Herz, Brad J. Monterio, and Jeffrey C. Thomson,
Leveraging the COSO Internal Control – Integrated Framework
to Improve Confidence in Sustainability Data
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What is SASB and Why Should
YOU Care?

Robert Hirth, SASB Board member

Disclaimer
The material and viewpoints presented are my
own opinions and do not necessarily agree with or
represent with the positions and opinions of the
SASB.

Profound Foresight…
“If we cannot end now our differences, at least we
can help make the world safe for diversity. For, in
the final analysis, our most basic common link is
that we all inhabit this small planet. We all
breathe the same air. We all cherish our children’s
future. We are all mortal.”
President John F. Kennedy
1963 Commencement Address, American University

Answer to the Second Question…

Investor Interest in Sustainability-related Information
SHAREHOLDER PROPOSALS

Percent of total proposals filed that are
related to social and environmental issues

55%

63%

67%

45%
40%
2011

40%
2012

2013

2014

2015

2016

Sources: EY, 2011-2014, As You Sow, 2015

GLOBAL INSTITUTIONAL INVESTORS

89%

Will request
sustainability
information directly
from the company

67%

Source: PwC, 2014
5/9/18

More likely to
consider ESG
information if
common
standards used

50%

“Very likely” to
sponsor or cosponsor a
shareholder
proposal
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Regulation S-K Concept Release Comments
Overwhelming proportion of letters discussed need to
improve sustainability disclosure
Just 4% of the Release
addressed sustainability
disclosures in SEC filings, yet…

…
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2/3

of non-form
comment letters discuss
sustainability disclosures.
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Regulation S-K Concept Release Comments
A deeper dive on investor interest and the line-item
question
Strong Investor Input
37% of all Comment Letters* from Asset Owners and Managers

Comments on Sustainabilityrelated Line-item Disclosure
Requirements:
26% Support; 21% Oppose

Top Five Sustainability-related Reg. S-K Comment Topics
100%
90%

Calls for Improved Disclosure on Water

80%
70%

Calls for Imroved Disclosure on Diversity

60%
50%
40%

Calls for Disclosure of Political Spending and
Lobbying

30%
20%

Calls for Improved Human Capital and/or Human
Rights Disclosure

10%
0%
Support Sustainability- Oppose Sustainabilityrelated Line-item
related Line-item
Disclosure
Disclosure
Requirements
Requirements

Calls for Improved Disclosure on Climate Change
0%

20%

40%

60%

*Non-form comment letters
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What is Sustainability?
§ The most popular definition of sustainability is that from the Brundtland Report
of 1987:

“Development that meets the needs of the present
without compromising the ability of future generations
to meet their own needs.”
§ For the purposes of SASB standards, sustainability refers to corporate
activities that maintain or enhance the ability of the company to create value
over the long term.
§ Sustainability accounting refers to the measurement, management, and
reporting of such corporate activities.
5/9/18

Producing Measurable Value…
• Sustainable practices have been shown to save organizations money
and create long-term business value. Microsoft reported in 2015 that it saved more
than $10 million a year through its internal carbon fee model, where business groups within
the organization pay an incremental fee for activities that lead to carbon emission such as
energy use and air travel. The organization also used the funds collected to sponsor
sustainable community projects across the globe.
•

Consumer giant Unilever recently found that its sustainable-living brands have
grown 50% faster than the rest of the business. According to a 2015 Nielsen
study, 66% of consumers are willing to pay more for sustainable brands—up from 55% in 2014
and 50% in 2013. Given the current environment, business-to-business customers look at
sustainability as well when they choose partners and suppliers.

•

There is also evidence that organizations with sustainable practices perform better financially.
A 2014 CDP report found that climate change leaders among S&P 500
companies report 18% higher return on equity than those in lower quartiles and
67% higher return on equity than non-responders.
5/9/18

What is the “Environmental, Social and
Governance (ESG) Criteria”
The Environmental, Social And Governance (ESG) Criteria is a set of
standards for a company’s operations that socially conscious investors use to
screen investments.
Environmental criteria looks at how a company performs as a steward of the
natural environment.
Social criteria examines how a company manages relationships with its
employees, suppliers, customers and the communities where it operates.
Governance deals with a company’s leadership, executive pay, audits and
internal controls, and shareholder rights.
Source: Investopedia
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Why Might This Matter from a Business
Perspective (a non-emotional and valuation
perspective)?
There is growing evidence that suggests that ESG factors, when integrated into
investment analysis and portfolio construction, may offer investors potential longterm performance advantages. ESG has become shorthand for investment
methodologies that embrace ESG or sustainability factors as a means of helping
to identify companies with superior business models.
ESG factors offer portfolio managers added insight into the quality of a
company's management, culture, risk profile and other characteristics.
Source: Pax World Investments

5/9/18

ESG Companies Can
Make Good Stocks…
“ESG Enhances
Returns”
“ESG as a Signal of
Future Risk”
“ESG May be More Important as assets grow
less transparent?
5/9/18

At $4.4T AUM, Vanguard Says…
“Although there is no one-size-fits-all approach, market solutions to climate risk
and other evolving disclosure practices can be valuable when they reflect the
shared priorities of issuers and investors.
Our participation in the Investor Advisory Group to the Sustainability Accounting
Standards Board (SASB) reflects our belief that materially-driven, sector-specific
disclosures will better illuminate risk in a way that aids market efficiency and
price discovery.
We believe it is incumbent on all market participants –investors, boards and
management alike- to embrace the disclosure of sustainability risks that bear on
a company’s long-term value creation prospects.”
F. William McNabb III, Chairman and CEO
5/9/18

What the Heck is SASB?
SASB is a private initiative designed to improve the sustainability
disclosures of US public companies when those sustainability matters
are material.
Improvement includes:
- Disclosure in Form 10-K, when material
- Specific, comparable, consistent, defined metrics
- Decision useful, investment grade
- Driven by industry participants

The SASB Mission
Improved sustainability disclosure enhances market efficiency

The mission of SASB is to develop and disseminate
sustainability accounting standards that help companies
disclose material, decision-useful information to investors
in a cost-effective way.
That mission is accomplished through a rigorous,
transparent process that includes evidence-based
research and broad, balanced stakeholder participation.
Facts about SASB
§ Independent 501(c)(3) non-profit
§ Develops & maintains industry-specific standards
for 79 industries in 10 sectors

Standards Development
Education
Market Adoption
Research

§ Intended for use in mandatory SEC filings such
as the Form 10-K and 20-F

5/9/18
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NO, This is not a “Typo”…

Formal and Real Corporate Reporting has
Expanded…

5/9/18

Designed for Integration into Mandatory Public Filings
SASB standards enable effective disclosure without
additional regulation or reporting mechanisms
SEC
Form 10-K

US GAAP
governs presentation
of the financials

True and fair representation of
performance on material factors

SASB standards integrate into
MD&A, risk factors, and other
sections as appropriate

“Material information” is defined by the U.S. Supreme Court as presenting a substantial likelihood
that the disclosure of the omitted fact would have been viewed by the reasonable investor as
having significantly altered the “total mix” of information made available.
TSC Industries, Inc. v. Northway, Inc., 426 U.S. 438 (1976)

5/9/18
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ESG Helps to Complete
the Picture…

5/9/18

Existing SEC Related Requirements….
• Regulation S-K item 101
• Regulation S-K, item 103
• Regulation S-K, item 303
• Regulation S-K, item 503 (c)
• 2010 SEC Guidance
• Exchange Act Rule 13p-1

Business Description
Legal Proceedings
MD&A, material trends
Risk Factors
Climate change
Conflict minerals

In case you missed it…
Specifically, the SEC's interpretative guidance highlights the following areas
as examples of where climate change may trigger disclosure requirements:
• Impact of Legislation and Regulation: When assessing potential disclosure obligations, a
company should consider whether the impact of certain existing laws and regulations regarding
climate change is material. In certain circumstances, a company should also evaluate the
potential impact of pending legislation and regulation related to this topic.
• Impact of International Accords: A company should consider, and disclose when material, the
risks or effects on its business of international accords and treaties relating to climate change.
• Indirect Consequences of Regulation or Business Trends: Legal, technological, political and
scientific developments regarding climate change may create new opportunities or risks for
companies. For instance, a company may face decreased demand for goods that produce
significant greenhouse gas emissions or increased demand for goods that result in lower
emissions than competing products. As such, a company should consider, for disclosure purposes,
the actual or potential indirect consequences it may face due to climate change related regulatory
or business trends.
• Physical Impacts of Climate Change: Companies should also evaluate for disclosure purposes the
actual and potential material impacts of environmental matters on their business.

Just the Facts…
"We are not opining on whether the world's climate is
changing, at what pace it might be changing, or due to
what causes. Nothing that the Commission does today
should be construed as weighing in on those topics.
Today's guidance will help to ensure that our disclosure
rules are consistently applied.“
SEC Chairman Mary Schapiro, January 2010

Current State of Disclosure on SASB Topics in the Form 10-K
Opportunity to transform disclosure from boilerplate to performance-based
Source: SASB analysis performed between May and August 2016 using the latest annual SEC Filings (i.e. Form 10-Ks and 20-Fs) for the top
companies, by revenue, per SICS industry (maximum of 10 companies).

State of Disclosure in Annual SEC Filings
Health Care
Financials
Technology & Communications
Non-Renewable Resources
Transportation
Services
Resource Transformation
Consumption I
Consumption II
Renewable Resources & Alternative Energy
Infrastructure
0%

10%

No Disclosure

20%
Boilerplate
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30%

40%

50%

Company-Tailored Narrative

60%

70%

80%

90%

Metrics
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100%

A Standard will Improve Disclosure From
Boilerplate to Metrics
Boilerplate disclosure:
“Climate change and water availability may negatively affect our business and
financial results… Clean water is a limited resource in many parts of the world and
climate change may increase water scarcity and cause a deterioration of water
quality in areas where we maintain brewing operations. The competition for water
among domestic, agricultural and manufacturing users is increasing in some of our
brewing communities.… The above risk, if realized, could result in a material
adverse effect on our business and financial results.”
[Form 10-K filed 12-Feb-15]

Quantitative disclosure:
“Overall this year, Diageo has delivered improved performance across all water and
other environmental target areas versus the prior year, and progressed towards
meeting 2015 goals. We reduced absolute water use by 9% or 2,268,000 cubic
metres while water efficiency improved by 2.4% compared to the prior year. In
water-stressed locations, we have reduced water wasted by 12%, an important
contribution towards our target of a 50% reduction versus the company’s 2007
baseline.”
[Form 20-F filed 12-Aug-14]

5/9/18
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More Metrics…
HP Announces Supply Chain Goals to Enhance
Environmental and Social Impact
HP Inc. (NYSE: HPQ) today released its 2016 Sustainability Report, outlining new efforts to:

1. Shrink its global footprint through a 10 percent decrease in supply chain Scope 3
greenhouse gas (GHG) emissions intensity by 2025
2. Double factory participation in supply chain sustainability programs; and
3. Develop the skills and improve the well-being of 500,000 supplier factory workers
by 2025.
All three goals use 2015 as a baseline. These targets exemplify HP’s ongoing efforts
to reinvent ethical, sustainable, resilient supply chains—across the IT industry and
beyond. See the full report at www.hp.com/sustainability.
5/9/18

Jet Blue Says…
• As an airline we depend on natural resources. Fuel, water are
essential for flight
• We recognize that the airline industry has an important roles to play
in addressing global climate change
• Sustainability is key to our long-term business planning
• We view sustainability through the lens of fuel efficiency, risk
preparedness and customer experience
• This year we are expanding our reporting by incorporating SASB
guidelines for our industry

Think it Doesn’t Apply
to You ?
April 10, 2018, Wall Street Journal, page B6

Apple said it has achieved
a decade-old goal of
having its facilities powered
exclusively by renewable energy, an achievement that will shift the
focus to its supply chain.
“We are not going to stop until our supply chain is 100% renewable”
Lisa Jackson, VP of Environment
5/9/18

There’s Only One…

Internal Control and Sustainability Reporting
“The financial reporting
objective category is
expanded to consider
other external reporting
beyond financial
reporting, as well as
internal reporting, both
financial and nonfinancial.”

