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01 Introduction
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Introduction

ESG: Environmental, Social, and Governance 

Environmental, social, and governance issues represent 
the nonfinancial factors used to evaluate a company’s 
practices around the conservation of the natural world, the 
consideration of people and relationships, and the 
standards of running a company.

Consumers and investors expect companies to take 
positive action on issues such as climate change, social 
justice, diversity and inclusion, and exploitation of workers. 
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02 What is ESG and 
why now?
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ESG background and importance
What is ESG and why now

The ESG categories can be broken down into dozens of subcategories, including:

Conservation of the natural world:
— Climate change and emissions
— Air and water pollution
— Biodiversity
— Deforestation
— Energy efficiency
— Waste management
— Water scarcity

Consideration of people and 
relationships:
— Customer satisfaction
— Data protection and privacy
— Gender and diversity
— Employee engagement
— Community relations
— Human rights
— Labor standards

Standards for running a company:
— Board composition
— Audit committee structure
— Bribery and corruption
— Executive compensation
— Lobbying
— Political contributions
— Whistleblower schemes

Environmental Social Governance 
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2021 CEO outlook pulse survey results – ESG perspectives 
What is ESG and why now

say their focus will shift toward the social 
component of ESG programs in response to 

the pandemic

say progress on diversity and inclusion has 
moved much too slowly in the business world

say there is still a huge amount to do 
to build more diversity on boards

want to lock in the sustainability and climate 
change gains they have made during 

the pandemic

say the United States reentering the Paris 
Climate Agreement will cause their 

company to have more stringent 
ESG practices

say the scrutiny of their organization’s 
diversity performance will continue to 

increase over the next three years

91% 96%94%

74% 79%58%

Source: KPMG 2021 CEO Outlook Pulse
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— Increased emphasis on management of ESG-related policies and 
practices from investors, employees, customers, and community at large

— COVID-19 has increased awareness and urgency 
on a company’s response to ESG risks

— Investors want companies 
to be transparent about their 
ESG policies and want
managements and the board 
to be held accountable

— Increase focus by investors 
on ESG disclosures when 
making investment decisions

Rising C-suite, board, and market attention on ESG

Why is ESG important? 
What is ESG and why now

C-suite and
board ESG

Investors

Regulators

Shareholders

Customers

Employees

Communities
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Why is ESG important? (continued) 
What is ESG and why now

— Align sustainable growth and resiliency goals with financial ROI
— Understand fragmented and complex ESG area
— Strategize and execute upon ESG ambitions
— Design solutions to be industry-driven for diverse needs

“We are prepared to use our proxy voting 
power to ensure companies are identifying 
material ESG issues and incorporating the 
implications into their long-term strategy.”

– Cyrus Taraporevala, 
State Street Advisors,

in a letter to SSgA board

“By 2030 Microsoft will be carbon negative, 
and by 2050 Microsoft will remove from the 
environment all the carbon the company has 
emitted either directly or by electrical 
consumption since it was founded in 1975.”

– Microsoft CEO Satya Nadella 

Meeting bold ESG ambitions 
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Evolution of ESG in a post-COVID-19 world
What is ESG and why now

Increasing materiality of environmental and social risk factors with the importance of 
governance in the wake of COVID-19pandemic

COVID-19 ESG Ripple Effect

— Health and 
safety risks

— Workforce 
productivity 

— Board and 
executive 
oversight

— Operational 
distribution

— Public health 
— Social distancing 
— Economic 

downturn
— Pollution reduction

Covid-19

Company

Source: S&P Global Ratings.

“E” Factors: Environmental Risk in a Time of Uncertainty

Greenhouse 
gases

Waste Water Land use

“S” Factors: Social Distancing and Beyond

Workforce and 
diversity 

Safety 
management

Customer 
engagement

Communities

“G” Factors: A Litmus Test for Good Governance

Structure and 
oversight

Code and 
values

Transparency 
and reporting

Cyber risks 
and systems

— Changing 
consumption

— Supply chain 
disruption

— Community 
needs 

— Government 
support

— Investor returns
— Media scrutiny
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CPE QUESTION #1

How comfortable are you with the ESG topic as a whole? 

A. Little knowledge
B. I have been reading up on it but have a way to go
C. I am proficient in my understanding
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03 The changing
regulatory environment
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Select developments in 2021 shown.

SEC developments happening at pace

Read more and stay up to date:
 KPMG IMPACT
 KPMG ESG Assurance
 KPMG Financial Reporting View (ESG)
 SEC resource page

—Statement issued: Division of 
Corp. Fin. to enhance focus 
on climate-related disclosures 
in public company filings 
(based on 2010 guidance)

—Climate-related disclosures 
added to enforcement 
priorities

—New enforcement taskforce to 
focus on climate and ESG 
issues

—Public consultation on climate 
change disclosures 
announced

Latest news: SEC staff questions quality of climate disclosures

—Division of Examination 
review of ESG investing 
observes deficiencies and 
internal control weaknesses

—Gary Gensler confirmed as 
SEC Chair

—Executive Order directs 
regulators to climate risk 
quantification, disclosure and 
mitigation

—Speech: Living in a Material 
World: Myths and 
Misconceptions about 
“Materiality” (Commissioner 
Allison Herren Lee)

—Regulatory agenda 
announced

—Public consultation closed

Disclosure proposals expected:
—Climate change
—Human capital
—Cybersecurity risk 

governance

Q1 Likely early 2022Q2 Q3

—Sample comment letter 
highlights staff’s extensive 
questioning of the quality of 
public companies’ climate 
disclosures (09/22)

https://www.kpmg.us/services/kpmg-impact.html
https://audit.kpmg.us/esg.html
https://frv.kpmg.us/all-topics/esg.html
https://www.sec.gov/sec-response-climate-and-esg-risks-and-opportunities
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Leading ESG guidance and reporting frameworks
The changing regulatory environment

A set of core first- and second-generation initiatives, frameworks, and guidance examples are outlined below. 

World Economic Forum: ESG Metrics 
— Newly developed ESG metrics incorporating leading practices from current reporting frameworks
— Core and expanded metrics to report on ESG performance and track their contributions toward the SDGs
— Develop in coordination with the Big Four accounting firms

WEF

Sustainable Development Goals
— Set of 17 goals to achieve “a better and more sustainable future” 
— Governments and corporations can enable/support progress toward goals through their actions and support
— Wide market support and acceptance, but actions are entirely voluntary and lack tangible metrics/disclosures to evidence support

UN SDGs

Global Reporting Initiatives standards
— Early, broadly accepted methodology to homogenize sustainability reporting; periodically updated to improve disclosure quality and meet sector-specific needs
— Reporters identify their material focus areas and tailor reporting to cover those topics
— GRI provides E, S, and G topic-level disclosures for material focus areas, which include both qualitative and quantitative disclosures

GRI

Sustainability Accounting Standards Board
— Modeled on the Financial Accounting Standards Board (FASB); aims to create a focused, standardized reporting framework tailored to corporate needs
— The global economy is divided in 77 subsectors; for each subsector, material topics were identified, and topic-specific metrics were developed
— Rapidly growing support among investors and corporation alike

SASB

Task Force on Climate-related Financial Disclosures
— TCFD requires entities to consider and assess risk and opportunities poised by climate change to the business and its operations
— Analysis is forward looking, covering strategic and tactical considerations as well as the quality of governance and management
— Institutional asset managers are beginning to expect (but not yet require) TCFD analysis 

TCFD

Carbon Disclosure Project
— Nonprofit organization for companies and other organization to submit and disclose details of their environmental impacts—typically, GHG emissions and water
— Companies are asked to populate surveys, which capture details of emissions scope and scale, and ambitions to modify and manage emissions
— Submissions are scored for completeness, transparency, and planned mitigations. Scored survey materials are shared via a searchable, public-facing database.

CDP

As ESG-related flows continue to increase, companies must integrate ESG into their policies and procedures. The noted initiatives, frameworks, and guidance offer a starting point for building and 
evidencing integration. 
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CPE QUESTION #2

What part of ESG do you believe your company is most focused on?

A. E – Environmental
B. S – Social
C. G – Governance
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04 Implementation 
approach
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Assess

The ESG journey
Implementation approach

Assess your ESG strategy: 

The first step in an ESG journey is to level set 
and develop your strategy. Your sustainable 
ESG success begins by understanding and 
anticipating stakeholder expectations and 
benefits to investors; assessing gaps, risks, 
and opportunities; and analyzing potential 
costs and benefits. Then, integrate ESG 
into business strategy, develop mitigation/
enhancement plans and ESG policies, 
and identify and prioritize your ESG 
material topics.

Operationalize your ESG strategy:

Implementing your strategy successfully 
includes executing operational plans around 
workforce, supply chain, operations, internal 
controls, technology, and governance 
infrastructure for each ESG program. As part 
of this effort, developing and tracking KPIs to 
leverage for modeling the impact of your 
strategies on each ESG metric for your ESG 
program is a key element to prepare you for 
successful measurement, reporting, and ESG 
assurance.

Measure, report, and assure your ESG 
achievements: 

Successfully telling your ESG story to key 
stakeholders includes developing capabilities 
to measure the ROI of ESG initiatives to 
provide timely and accurate reporting of ESG 
performance results aligned with relevant 
standards/frameworks as well as impending 
emerging regulatory requirements.

Operationalize Measure, report, assure
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The ESG Journey – Road to assurance
Implementation approach

Phase 1 Phase 3 Phase 4Phase 2

Establish: Assess: (Re)Design and 
implement: Sustain: Assure:

Develop ESG metric and 
disclosure reporting 

strategy based on internal 
and external expectations 

and existing reporting

Evaluate operational 
efficiency and readiness for 
assurance of process and 
controls over ESG metric 

and disclosure

Develop a remediation 
roadmap and implement 
across people, process, 
technology, governance, 
and performance insights

Perform continuous 
monitoring of ESG 
reporting, including 

reporting strategy, operating 
effectiveness of controls, 

training and communication, 
and enhancement of 

process and technology

Future state –
Rigorous, timely, and 

assured ESG reporting
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Similarities in the SOX and ESG journeys
Implementation approach

Phase 1 Phase 3 Phase 4Phase 2

SOX Program Governance

Risk Assessment
and Scoping Process Flows Risk control matrix

(RCM) Testing Certification 

Establish: Assess: (Re)Design and 
implement: Sustain: Assure:
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Addressing key ESG measurement, reporting, and assurance 
questions

Implementation approach

What is my ESG reporting strategy?

What ESG information should I report? Am I 
reporting the material information?

How am I reporting versus my peers? What is the 
gap between the current state and future state of 
successful reporting?

How do I know which standard or framework should 
guide ESG data reporting?

How do I distinguish between ESG data needed for 
financial reporting versus sustainability reports?

What are my internal versus external ESG reporting 
requirements, e.g., regulatory, etc.?

How do I align data ownership regarding ESG data 
and reporting requirements?

How do I embed ESG reporting in my operating 
model? 

How do I obtain the data needed for ESG reporting 
requirements? How do I partner with the functions I 
need data from? 

Which processes need to be updated/improved to 
properly capture ESG data? 

Where should internal controls be implemented to 
address data and reporting risk? 

How do we remediate gaps and process 
improvement opportunities identified in the current 
reporting structure and performance?

How do we integrate D&A to improve our reporting? 

Which data sources, tools, and technology are 
needed/need to be enhanced to enable effective 
ESG data gathering and reporting?

Should certain tasks be outsourced versus internally 
developed?

Can data gathering or verification be automated?

How do I measure ESG reporting progress and 
tell my ESG story?

What is rigor of reporting and review based on 
reporting structure (e.g., audience, alignment with 
standards and frameworks, sustainability reporting, 
proxy, 10-K, etc.)?

How do I determine whether reporting goals have 
been achieved and continually monitor for 
improvement?

How do I validate that my data and reporting is 
complete and accurate?

How do I know what and how much to include in 
final reporting? 

How do I attest the accuracy and completeness of 
my ESG reporting to investors and stakeholders?
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CPE QUESTION #3

What role does internal audit play in the ESG space at your company?

A. None.
B. Internal audit is defining where they fit in.
C. Internal audit is actively auditing and supporting our efforts.
D. I don’t know.
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05 Internal control 
considerations
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COSO model
Internal control considerations

Control environment

Risk assessment

Control activities

Information and communication

Monitoring activities
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Internal control considerations

Completeness and accuracy of data

Policies and definitions of measurement

Homogeneity across process and definition

Governance structure

IT general controls

IT access controls

Data lineage

Review and approval

Support for assumptions and estimates
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Potential considerations to reporting production process
Internal control considerations

Introduction of nonfinancial reporting into the financial reporting processes can bring a number of challenges.

(e.g., ESG 
data 

dictionary)

— Human capital 
management

— Business associates
— General ledger
— Project
— ESG enterprise resource 

planning
— Environment, health, 

safety
— Carbon accounting 

infrastructure (CAI)

High-level 
process

Referential

Financial GL

Reconciliations

Subledger

Corporate SL

Enterprise Technology

ESG reporting integration considerations

Investors and lenders

Regulatory reporting

Ratings
agencies

ESG corporate 
reporting 

Board reporting 

ESG plan to 
perform analysis

Customer RFIs
and surveys 

10-K

— New, nontraditional data sources 
(i.e., HR)

— Data owners not familiar with 
reporting requirements

— External data onboarding and 
quality challenges

Data

— Aggregation
— Financial and nonfinancial
— Need to develop new, or expand 

existing, governance and 
ownership

— Multiple submission sources with 
potential duplication

Aggregation

— Varying frequency across “E,” “S,” 
and “G”

— Varying consumers with different 
literacy levels

— Significantly different 
reporting templates

Report production

— Certification and “SOX caliber” 
attestation may be required 
eventually

— Complicated case 
management process

— Development and onboarding of 
new controls with testing

Control framework
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CPE QUESTION #4

Who is responsible for ESG in your company? 

A. Finance/accounting
B. General counsel
C. Investor relations
D. Other 
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06 Example ESG
disclosures
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KPMG: Our impact plan
Example ESG disclosures

KPMG brings together our environmental, social and governance (ESG) commitments under one umbrella, Our Impact Plan. Incorporates roadmap to become net-
zero by 2030, commitment to increase inclusion and diversity and to drive sustainable growth for clients and stakeholders.KPMG brings together our environmental, social and governance (ESG) commitments under one umbrella, Our Impact Plan, which incorporates our 

roadmap to become net-zero by 2030 and our commitment to increase inclusion and diversity and to drive sustainable growth for clients and 
stakeholders.

Reducing our impact on the 
environment to build a more 
sustainable and resilient future
Our commitments:
— Achieve net-zero carbon 

emissions by 2030
— Provide clear, 

comprehensive, 
high-quality information on 
the impacts of climate change

— Understand and improve our 
impact on nature and 
biodiversity

Creating a caring, inclusive, 
and values-led culture for 
our people
Our commitments:
— Build an inclusive culture that 

values diversity
— Empower women in the 

workplace, marketplace, and 
community

— Protect the health of our 
people—both physically and 
mentally

— Develop a continuous 
— learning culture
— Respect human rights

Driving purposeful business 
practices and good corporate 
citizenship
Our commitments:
— Always act with clear 

purpose
— Lead the profession in audit 

quality
— Drive a responsible tax 

practice
— Support education, and 

lifelong learning including 
UNESCO’s Global Education 
Coalition

Putting our values at the heart 
of the way we do things

Our commitments:
— Act lawfully, ethically, and in 

the public interest
— Work against corruption in all 

its forms, including extortion 
and bribery

Planet People Prosperity Governance
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The KPMG environmental journey
Example ESG disclosures

First carbon
footprint report and

carbon targets

ESG added to 401k
Environmental Partner

Counsel

100% renewable energy 
achieved at KPMG Lake 

House training facility

2008

2018

2019

ESG services introduced
reduced carbon footprint by 22%;

awarded Green IT Star

2020 carbon reduction goals 
announced; signatory of U.N.

Sustainable Development Goals

Signatory of Sustainable
Markets Initiative;

engagement emissions 
calculator v3; Biden letter

2010

2016

2021

Solar panels installed on
corporate campus;

10th LEED-certified office

The White House's American 
Business Act on Climate 

Pledge Signatory; Sustainable 
Firm of the Year Award

50% in carbon emissions reduction by 2030;
50% reduction in business travel 

(versus 2019); 100% renewable energy 
across all sites

2011

2015

Beyond 2021

First LEED 
certified office

40th LEED-certified office; 
commitment to eliminate 

single-use plastics

Commitment to net-zero by 2030; set 
science-based climate target; internal 
price on carbon; sustainability-linked 

loan; climate accounting infrastructure

2009

2017

2020

Engagement emissions calculator 
developed; Sustainable Firm of the 
Year Award; Global Green Meeting 

winner

Established one tree for 
every new hire

Engage 500 of our largest 
suppliers to reduce their 

emissions

2012

2013
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KPMG global and U.S. commitments to ESG
Example ESG disclosures

Net zero by 2030 

1.5° Science Based Target 

100% renewable energy across all our 
sites

50% reduction in our carbon 
emissions by 2030 

Reduce ALL single-use plastics

50% reduction in business travel 
locked in (versus 2019) 

500 engage our largest suppliers to
reduce their emissions

Educate and mobilize our workforce as 
part of our Global Climate Response 
Strategy 200,000+

CO2
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KPMG impact: Diversity, equity, and inclusion | Community
Example ESG disclosures

— Initiative to create a firm that demonstrates the rich and diverse cultures within the U.S.

— Ensures more underrepresented groups choose KPMG as their employer of choice and advance to 
leadership positions 

— Taskforce of business leaders established across the entire organization to amplify efforts beyond the 
traditional departments like HR/People

— Focuses on bold leadership, values-driven perspectives, and being anchored by accountability to 
achieve the goal

ACCELERATE 2025

191k

Employee 
volunteer hours

24.5k

Hours spent 
serving on 

nonprofit boards

6,050

Nonprofit 
organizations 

supported

1,194

Employees who 
serve on non-
profit boards

$28m

Total amount of cash 
contributions from 

KPMG LLP and KPMG 
Foundation

Time People Money

KPMG 
recognized for 
diversity and 

inclusion

Diversity 
Networks and 
Inclusion Councils178

— African 
American 

— Abilities in 
Motion

— Asian Pacific 
Islander 

— Hispanic Latino 
— KPMG Network 

of Women 
— pride@kpmg?
— Veterans 

60% Employees and 
partners are diverse 

New hires are 
diverse62%

More than

57%
Promotions into and 
within management 
are diverse
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CPE QUESTION #5

How robust do you feel your internal controls are around your current 
ESG disclosures?

A. I feel good
B. I have some concerns
C. I don’t feel good
D. N/A
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07 Thought leadership
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Select ESG-focused thought leadership
Thought leadership

Thought leadership Publications and events

Journal publications

Speaking Events
— UN Forum on Business and Human Rights
— The Global Responsible Investing Forum
— COP25 (December 2019)
— World Economic Forum

Events and Webcasts

2020 and 2021 KPMG US CEO Outlook

Climate action is underway in Washington. 
President Joe Biden’s Administration’s stated 
goals include a pollution-free power sector by 2035 
and a net-zero-emission economy by 2050. 

Company performance on ESG issues is 
becoming an increasingly critical performance 
metric for investors, consumers, and management. 
Finance can drive success in ESG and enhance 
the strategic role of CFOs and CAOs.

Dive into how utilities can turn ESG reporting 
into a strategic advantage, building alignment 
with stakeholders.

The call to action on climate change has advanced over recent 
years with companies facing more pressure than ever to 
develop and execute a meaningful net-zero strategy. In a world 
of concerned stakeholders, organizations that fail to mitigate 
their emissions face the likelihood of reputation damage.

In today's environment, organizations can no longer afford to 
treat inclusion and diversity (I&D) as a public relations or human 
resources issue. In this paper, we assess guiding principles and 
key success factors for inclusion and diversity as a competitive 
differentiator.

The disruptions that affected all industries in 2020 will forever 
reshape the financial services industry. Here, from the KPMG 
report Ten key regulatory challenges of 2021, we share insights 
related to climate as well as environmental, social, and 
corporate governance (ESG).

We explore how organizations are using consumer data and 
data-led decision-making to build the right data set to help drive 
growth and mitigate the wrong blend of data elements, exploring 
a fine balance between consumer privacy and regulatory 
scrutiny regarding the appropriate use of personal data.

https://advisory.kpmg.us/events/webcast-homepage/2021/esg-for-cfos.html
https://advisory.kpmg.us/events/webcast-homepage/2021/esg-for-cfos.html
https://institutes.kpmg.us/tax-governance-institute/webcasts/2021/esg-and-tax-intersection.html
https://event.webcasts.com/viewer/event.jsp?ei=1453133&tp_key=1779806c53
https://www.kpmg.us/insights/2021/2021-kpmg-us-ceo-outlook-pulse-survey.html
https://home.kpmg/us/en/home/insights/2020/09/us-ceo-outlook-2020.html
https://www.kpmg.us/insights/2021/climate-action-washington-prepare.html
https://www.kpmg.us/insights/2021/role-of-finance-in-esg-reporting.html
https://www.kpmg.us/insights/2021/utilities-esg-reporting-strategic-advantage.html
https://advisory.kpmg.us/articles/2021/decarbonization-journey.html
https://advisory.kpmg.us/articles/2020/inclusion-diversity-strategy.html
https://home.kpmg/us/en/home/insights/2020/09/us-ceo-outlook-2020.htmlhttps:/advisory.kpmg.us/articles/2020/ten-key-fs-challenges-2021-climate-esg.html
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Would you like to have a conversation with a KPMG professional to learn 
more about this topic?

A. Yes
B. No

CPE QUESTION #6



© 2021 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. 
All rights reserved. NDP219218-4A 37© 2021 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member 
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. NDP219218-4A 37

Thank you & upcoming webcast

Join us for the

Future of SOX: State of SOX & Internal 
Controls webcast

Date: Tuesday, January 18, 2022
Time: 04:00pm – 05:30pm CET
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular 
individual or entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such 
information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act upon such 
information without appropriate professional advice after a thorough examination of the particular situation.
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Some or all of the services described herein may not be permissible for KPMG audit clients 
and their affiliates or related entities.
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