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Who joined us at our “round table”?

We have participants today from:

Belchim Crop Protection
Port of Antwerp
Beaulieu International Group
SDWorx
Union des Mutualités Libres
Alcopa
AZ Damiaan

Samsonite Europe
KU Leuven
Proximus
Matexi
Thomas More
Fluvius
ZOL AV

Emmaüs
Tessenderlo Group
Jan De Nul
Kinepolis Group
Valley National Bank
Ter Beke
Bpost

Willemen Finance
UCB
Proximus
capac
Domo Chemicals
Ontex
UZ Brussel

VDAB
UZ Brussel
Fluxys Belgium
Proaxia
VIVES
Materialise
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‘Virtual’ round table: some guidelines

We do want to make it interactive, but also want to ensure good sound quality for everybody.

 Please mute your microphone during the presentation 

 We have foreseen specific Q&A sessions troughout the webinar,

 You can ask questions through the chat function or raise your hand if you want to share some insights or ask a question orally,

In case you have issues with the sound or can’t see the presentation, 
let us know through the chat function.

We will share the slides with you afterwards.
Unmute
your mic 
and ask 

your 
question

Raise your 
hand and 
wait until 
you are 

appointed

Type your 
question in 
the chat 

box
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Today’s agenda

Why auditing sustainability & ESG

An introduction to the concepts: Sustainability & ESG

An integrated and practical approach
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05
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Reporting requirements: NFRD & CSRD

Key take-aways and Q&A



An introduction to the 
concepts: Sustainability 
& ESG



Sustainability. What is it about?

The 
responsibility
of companies 
for the impact
they have on 

society

R e d u c i n g
n e g a t i v e  i m p a c t

About detecting, preventing 
and reducing potential 
negative impact of business 
operations

Examples
• Corrupt practices and unethical 

behaviour 
• Human rights breaches in the supply 

chain 

S t i m u l a t i n g
p o s i t i v e  i m p a c t

About contributing meaningfully to 
solving global challenges

Examples
• Affordable health insurance for people 

suffering from chronic diseases





Why act now? We are in the perfect storm!
Consumers
Sustainability increasingly features in 
purchase decisions.

Example – Half of the growth in consumer 
packaged goods are due to “sustainable-marketed 
goods”.

Financial community
Investment appetite is shifting to 
ESG / sustainability.

Example – Sustainability-linked financial 
instruments are becoming mainstream.

Authorities
Regulatory complexity regarding 
sustainability increases.

Example – EU Taxonomy and Sustainable 
Finance Disclosure Regulation, NFRD and 
CSRD.

Business partners
Greater demand to improve sustainability 

of value chains. 

Example – Companies with complex supply 
chains face more demand for supply chain-related 

information about e.g. ingredients, food fraud, 
animal welfare and child labor.

Employees
Sustainability has become a vital 

flank in ‘the war for talent’.

Example – Young graduates prefer to work 
for a company that has a positive impact 

on the world.

Civil society
Stakeholder capitalism is in vogue.

Example – Civil society is calling 
companies to account on important topics, 

such as diversity & inclusion. 



There has been an evolution in the way companies engage 
sustainability 

RISK MITIGATION

Avoiding downsides due to cost 
increases, market share loss or fines 

driven by regulation or market 
consensus.

Example
Risk of non-renewal of operating 

license in case of non compliance to 
environmental concerns.

REPUTATION & OTHER BENEFITS

Capturing extended reputation benefits 
from sustainability (e.g. employee 

engagement, brand enhancement, ...).

Example
“Sustainability is an increasingly 
important  factor in attracting and 

managing talents. With top talent in 
short supply, more companies take 

sustainability seriously, yielding better 
business results” – Harvard Business 

Review.

NEW MARKETS

Creating value from product / service 
innovations, new markets, and 

commercial validation of sustainability 
efforts (e.g. charge premium, preferred 

partner position).

Example
Carefully tailored new product offerings 

for segments at risk (low income, 
chronic diseases, elderly, …).

COST REDUCTION

Improving cost position through 
operational efficiency with company’s 

internal scope (e.g. energy, waste, 
water, ...).

Example
Using IoT devices and software to 

monitor real-time data about buildings 
for cost-efficient resource management.



Tackling sustainability in business through engagement of ESG-
factors or ESG incorporation/integration

ESG is short for Environmental, Social, and 
Governance 
ESG includes a constellation of sustainability-related 
themes and corresponding non-financial performance 
indicators to assess:
• The viability of a business 
• The impact of the company’s products, services and 

business practices on the planet and society
ESG factors are recognized as representing significant 
financial risks and opportunities 
There is a push towards ESG integration / 
incorporation



A snapshot of ESG factors  

Social GovernanceEnvironmental

 Executive remuneration and demographics
 Board remuneration and demographics
 Compliance with accounting standards
 Examples of anti-competitive behavior
 Audit Committee and Board structure 
 Bribery, corruption, and responsible tax record
 Succession planning
 Lobbying record and political contributions
 Robustness of ESG risk management 

processes
 Presence of appropriate whistleblower and 

grievance mechanism

 Worker safety
 Employee demographics
 Employee attraction/retention records
 Approach to diversity and equal opportunities
 Level of customer satisfaction
 Protection of customers’ data and compliance 

with privacy laws
 Approach to human rights risks, such as labor 

standards, child labor and modern slavery
 Strength of relationships with workers and 

communities
 Supply chain risks, such as standards of 

working conditions in the supply chain
 Appropriate and lawful use of marketing 

communications
 Product safety records

 Emission to air, land, and water
 Energy consumption: Direct with Fuels/Indirect 

with Electricity
 Energy efficiency strategy and 

carbon management
 Use of water, especially in water scarce 

regions
 Use of raw materials
 Use of scarce resources
 Sourcing practices such as the use of 

responsibly sourced materials
 Management of waste and recycling
 Impacts on ecosystems and biodiversity (e.g. 

deforestation and the use of pesticides)
 Exposure to extreme weather
 Readiness to respond to changing regulations 

on environmental performance

ESG is a very dynamic space that continues to evolve



ESG incorporation contributes to superior financial performance 

Companies with good performance on material ESG issues significantly outperform firms with poor  
performance on these issues. Further, firms with good performance on ESG issues not classified as material 
do not underperform firms with poor performance on these sameissues

Source: Mo Khan, George Serafeim and Aaron Yoon (2015), Corporate Sustainability: First Evidence on Materiality. The Accounting Review

Material ESG issues Immaterial ESG issues



Reporting requirements: 
NFRD & CSRD
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1. Non-Financial Reporting Directive (NFRD)

REPORT • Included in the Annual Report OR in annex to the Annual Report (e.g. in a separate Sustainability Report)
• Online or PDF version

ASSURANCE • Non-mandatory (for most countries)
• The statutory auditor only performs completeness and consistency checks – No assurance provided herewith.

SCOPE OF COMPANIES
Large public interest entities (PIE’s) with:
• Average number of employees > 500 
• Either: Balance sheet total > 17 M €, OR a net 

turnover > 34 M €

 EU: ± 11.600 
 BE: ± 100

WHEN APPLICABLE • EU Directive 2014/95/EU, transposed into member states’ law in 2016 (BE: 3/9/2017)
• Requirements applicable as of FY 2017

SCOPE OF REPORTING 
REQUIREMENTS

Companies are to report on:
• Diversity
• Environmental matters
• Social and employee matters
• Respect for human rights
• Anti-corruption and –bribery matters

1. A description of the policies and due diligence
2. The results of those policies
3. The principal risks 
4. Non-financial key performance indicators
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2. KPMG’s Non-Financial Reporting Survey 2020

Still not all companies in scope of the 
2014 NFRD are reporting on non-
financial information as required.

Just 64% of companies referred to a 
European or international sustainability 
framework.

Only 1 in 4 companies obtain 
assurance on sustainability information 
(2017: 1/5).

FY2017 (2018 Study)

FY2019 (2020 Study)

Source: The KPMG Survey on Non-Financial Reporting 2020  

56%
64%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Does the company refer to a recognized
European or International framework?

Sustainability reporting
framework

18%
26%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Has assurance been provided for the non-
finanicial information?

Sustainability assurance

91% 93%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Does the company include CSR/Sustainability
information in its annual financial report?

Non-Financial Reporting

https://home.kpmg/be/en/home/insights/2021/05/sus-the-kpmg-survey-on-non-financial-reporting-2020.html
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2. KPMG’s Non-Financial Reporting Survey 2020 KPMG Survey 2018: FY2017

KPMG Survey 2020: FY2019
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Source: The KPMG Survey on Non-Financial Reporting 2020  

https://home.kpmg/be/en/home/insights/2021/05/sus-the-kpmg-survey-on-non-financial-reporting-2020.html
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3. Corporate Sustainability Reporting Directive (CSRD)

SCOPE OF COMPANIES
• All large companies (meeting min. 2/3 criteria): 

o Average number of employees > 250
o Net turnover > €40M
o Balance sheet total > €20M

• All listed companies (exception: micro-entities)
o Note: SME’s get an extra 3 years to comply

 EU: x 5 ± 49.000  
 BE: x 10  ± 1.200 

WHEN APPLICABLE • Proposal adopted in April 2021; expected to be transposed into member states’ law in Dec 2022
• Requirements expected to be applicable as of FY 2023

REPORT
• Inclusion in the Annual Report
• Digital tags and to be submitted in electronic format

ASSURANCE • Mandatory – limited level of assurance on company’s sustainability reporting

SCOPE OF REPORTING 
REQUIREMENTS

Specifying and amending the sustainability reporting requirements on:
o Double materiality
o Strategy, targets, role of the board/management, principal adverse impacts, intangibles,… 
o Qualitative & quantitative information, forward-looking & retrospective information, …
o Reporting in accordance with mandatory European sustainability reporting standards.
o Reporting in line with Sustainable Finance Disclosure Regulation (SFDR) and the EU Taxonomy Regulation
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Still no full 
compliance to the 
NFRD

Critically low assurance rate 
in Belgium

Integration of 
sustainability related 
risks into a risk 
management 

Insufficient data availability, non-
robust or immature reporting 
processes

Short time span of the 
newly proposed CSRD 
2023

Understanding the 
concepts and definitions 
of regulations/frameworks

Challenges



Why auditing 
Sustainability and ESG
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Sustainability as risk in focus

Internal audit focus should be aligned with risk priorities.
Climate risk and sustainability is highlighted as one of the
“hot topics” for which the importance will increase in the
coming 3 years.

22% of Chief Audit Executives cited climate change
and sustainability as one of their top 5 risks.

Furthermore, 41% believe it will be a top five risk in 3
years time.

There is no other risk area expected to gain more prority
over the coming years.*

* Risk in focus 2021, IIA
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22

However sustainability is more than Climate risk

Staff wellbeing & talent 
management

Data Management & 
analytics

Key risks
for 2021

Business Resilience

Third Party Risk 
Management

Cyber security and 
Data privacy

Climate change

Fraud and the 
exploitation of 
operational disruption

Culture and behaviour

Digitalization and 
automation

Regulation
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Sustainability as an element of the entire business cycle

Input factors Operating model Output factors

A sustainability process flows throughout the whole organization, from its strategic goals down to its operational practices. It is 
present in an organization’s input and output aspects as well as the operating model. Internal audit is the well placed to facilitate 
an holistic approach.

Finance
Natural resources
Recycled materials

Supplier due 
diligence

Staff
Education and 

awareness
Technology

Energy use
Water use

Waste
Emissions

R&D
Training & 

development
Staff wellbeing

governance

Annual reporting
Investor reports
Customer due 

diligence
Community impact

Recycling
Waste management

Leadership & 
education
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Sustainability in terms of maturity

There are five stages of maturity that organizations go through on their sustainability journey, however, ESG is not a destination, but an ongoing 
process throughout the business lifecycle. Realizing advantages requires a commitment to continuously investing in, managing, monitoring, and 
improving ESG efforts.

Initiated Adapting Committed Performing Excelling/ Disruptive

Basic understanding of need 
& opportunity, but minimal 

structured programs

Operations: Focused on 
compliance
Stakeholders: Minimal 
engagement
Governance: No one 
‘responsible’
Strategy: Not addressed
Reporting: Limited external 
reporting

Some activity, minimal 
measurement of impact, not 

linked to strategy

Operations: Some ESG 
factors and metrics defined
Stakeholders: Little or no 
engagement
Governance: initial 
discussions at management 
level
Strategy: No direct link
Reporting: Focus on 
regulatory compliance

Aware of benefits of 
sustainability with initiation of 

some structured programs

Operations: Policies being 
developed and metrics are 
defined
Stakeholders: Initial 
stakeholder consultation
Governance: Occasional 
tracking of sustainability 
issues for management and 
external advisors
Strategy: integration of ESG 
in strategy 
Reporting: Partial reporting, 
some third-party validations 
are carried out

Stated leadership 
commitment, key actions 
initiated, measurement, 
accountability in place

Operations: Full business 
model, metrics are identified, 
measured and benchmarked
Stakeholders: internal and 
external stakeholders are 
identified
Governance: Robust 
discussions on links with 
strategy and risk program
Strategy: Critical area of 
focus in strategy
Reporting: In line with 
industry leading practices, 
third-party validations 

Sustainability is embedded in 
the corporate DNA

Operations: Sustainability is 
a core part of corporate 
culture
Stakeholders: Regular 
engagement with all key 
stakeholders
Governance: Sustainability is 
incorporated into risk and 
opportunity analysis and 
directly impacts strategy
Strategy: Sustainability is 
part of the company’s 
purpose
Reporting: Robust reporting 
on indicators pertinent to the 
organization and stakeholders
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Role of the internal audit function

For organisations limited maturity, internal audit’s role is to challenge executives’ risk
awareness and support the risk identification and assessment in order to address 
potential reporting errors, comply with ESG related legislation or regulation, prevent 
damage to local biodiversity or community, etc.

For organisations with specific actions or overall management systems in place, the 
objective of internal audit is to provide assurance and create business value by 
enhancing confidence in information reported (internally & externally), consistent 
integration of ESG elements throughout processes find efficiency gains, etc.

Initiated

Adapting

Committed

Performing

Excelling

Internal audit is there to provide an holistic view, guiding the organization towards its preferred maturity



An integrated and 
practical approach
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4 ways to integrate sustainability in Internal Audit

Embedded

0 2

Specific 
audit

0 3

Deep dive

0 4
Risk 

Assessment

0 1
Embed in existing scope

OP
TIO

N 1

Detect and monitor ESG related risks in standard Internal Audit topics 

Specific audit on sustainability

OP
TIO

N 2

Internal Audit on all relevant elements in relation to 
your ESG/Sustainability processes

Deep dive focus areas

OP
TIO

N 3

Focus on certain ESG themes (e.g. labour practices, 
human rights) or components of the methodology (e.g. 
reporting, risk assessment) 

Support in ESG risk identification and classification

OP
TIO

N 4

Increase awareness in your organisation on ESG risks by applying ESG as a lens in 
Risk Management
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Option 1: Embed in existing scope

Standard Scope Control Objectives: 
1. All suppliers are pre-approved in accordance 

with company policy
2. Key contracts > 10k per annum are tendered by 

min of 3 suppliers
3. A procurement committee approves all long 

term contracts (> 6 months)
4. All goods are receipted prior to payment
5. Supplier performance is monitored with KPI’s / 

SLA’s

Extend scope to assess ESG control 
objectives: 
1. Supplier terms and conditions are agreed to 

ensure compliance with human rights 
regulation and internal policies

2. Procurement policy is aligned with ethical 
sourcing, sustainable product specifications, 
recycling, etc.

3. Process on supplier screening is aligned 
with ESG requirements

4. Supplier terms incorporate KPI’s to enable 
the business to measure, minimise and 
report

Example: auditing your organisation’s procurement process
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Option 2: KPMG Sustainability Audit Methodology

ASSESSMENT CRITERIA

Presence

Quality

Consistency

Implementation

Sustainability 
Culture

— Risk (& Opportunity) assessment
— Regulatory requirements
— New product review
— Third party due diligence

— Periodic reporting to management & 
the Board

— Required regulatory reporting
— External reporting to stakeholders
— Recordkeeping

— Entity-wide policies & procedures on 
human rights, Health & Safety, etc.

— Existence of relevant processes 
(e.g. supply chain, production, sales)

— Consistency between policy 
framework

— Policy management

— Technology to support sustainability 
program (testing, training records, 
etc.) 

— Predictive measures: key risk 
indicators (KRIs)/key performance 
indicators (KPIs)

— Root cause analysis & trending

— Definition of Sustainability
— Mission, vision, values & strategy
— Periodic review by top management
— Context and stakeholder analysis
— Time, resources & budget

— Engage and create dialogue with all 
stakeholders

— Culture/tone of Sustainability & 
regulatory change 

— Regular & frequent training and 
communication

— Issues management & remediation
— Voluntary disclosure 

protocols/self-reporting
— Responding to government 

investigations/exams/inspections
— Response plan and process for 

investigating alleged 
non-compliance

— Continuous improvement

— Monitoring & tracking of regulatory 
change 

— Transactional, process & control 
testing 

— Third-party and employee 
compliance due diligence & 
management (licensing)

— Periodic ESG program evaluation
— Involvement 2nd and 3rd line

Governance Labour practices Environment Operating practices Customer issues CommunityHuman Rights
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Option 2: Internal audit on sustainability / ESG

Example: KPMG’s Sustainability Audit Methodology

Control objectives : 
1. Sustainability / ESG is part of the mission, vision 

and values of the organization and is clearly 
documented in the mission/ vision statement

2. Continuous risk management system / monitoring 
is in place taking into account new sustainability 
risks

3. Appropriate training and awareness programs are 
developed and implemented (in scope: new 
joiners, permanent employees, service provider 
employees, etc.)

4. Due diligence is conducted for onboarding of 
suppliers taking into account ESG related criteria 
(human rights, ethical practices, working 
conditions, etc.)

Important to highlight is that this methodology should be tailored to the organization’s context 

and material risks / strategic priorities and current future maturity 
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Option 3: Deep dive focus area

Example: Internal Audit on ESG Reporting Framework / data validity

Control Objectives:
1. ESG Reporting Framework was approved by the board

2. Framework and objectives were communicated to all staff

3. Framework has been developed to meet the requirements of all stakeholders

4. Framework includes metrics which are aligned with corporate strategic objectives to manage ESG

5. Framework includes clear metrics to measure and report performance against p.e. net zero waste

6. Framework includes clear metrics to monitor and report compliance with p.e. health and safety 
standards

7. Metrics are reported on a regular basis to senior management

8. Remedial action has been taken when adverse metrics are identified

9. Data collected to measure the metrics is complete and accurate
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Option 4: ESG Risk identification and assessment
Example: Risk identification and assessment



Key take-aways and 
Q&A
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4 reasons to conduct 
a sustainability audit

• Get insights in stakeholders expectations regarding the organization’s ESG 
responsibility

• Create a clear view on all ESG risks
• Align ESG culture with ESG initiatives
• Measure ESG activities, based on KPI’s linked to the ESG strategy

Wrap-up

• Companies are no longer only evaluated from an economic perspective, but also from a societal and environmental 
one

• The rising importance of ESG is illustrated by the amount of standard-setting initiatives that have been developed 
over the years

• A sustainability process flows throughout all the whole organizations, from its strategic goals down to its operational 
practices

• Internal audit plays an important role in guiding the organization through ESG initiatives



Thank You!
Let’s keep in touch

Michael Wagemans
Head Sustainability/ESG
KPMG Belgium
mwagemans@kpmg.com
+32 (0) 499 69 53 36

An Vanderhulst
Assurance competence lead
KPMG Belgium
avanderhulst@kpmg.com
+32 (0) 473 55 43 12

Olivia Van Heuven
Consultant sustainability reporting
KPMG Belgium
ovanheuven@kpmg.com
+32 (0) 494 66 87 27

Naomi Kerremans
Senior Advisor, Assurance & Compliance
KPMG Belgium
nkerremans@kpmg.com
+32 (0) 472 54 14 99

mailto:mwagemans@kpmg.com
mailto:avanderhulst@kpmg.com
mailto:ovanheuven@kpmg.com
mailto:ovanheuven@kpmg.com
mailto:ovanheuven@kpmg.com
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