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As ESG takes center stage, the SASB Standards provide consistency

In 2015, nearly 200 countries reached an agreement (“the Paris Agreement”) to mandate companies to
include climate related financial disclosures. Globally, companies are striving to increase transparency
in their ESG (Environment, Social, Governance) & sustainability disclosures and provide insight into
their compliance with the Paris Agreement.

Investors as well are gravitating towards sustainability & ESG focused companies and seek actionable
information about the sustainability measures taken by them. Thus, sustainability disclosures are now
becoming essential to a company’s operational and financial performance. The rising importance is
spurring the shift towards better reporting practices and standardization. As per the Governance &
Accountability Institute, 90% of S&P 500 companies published sustainability reports in 2019. Also, a
recent study by the US SIF (The Forum for Sustainable and Responsible Investment) reported a 42%
increase in sustainable investing strategies from $12 trillion in 2018 to $17 trillion in 2020.

The momentum for ESG and sustainability investing is set to continue to grow, with another $20
trillion expected to go into ESG funds over the next two decades, according to Bank of America.

To facilitate companies in generating reliable, transparent performance, the Sustainability Accounting
Standards Board (SASB) provides data standards and reporting frameworks as a step toward resolving
the sustainability reporting issue.

Founded in 2011, SASB (www.sasb.org) is one of the most used frameworks and standard setting
agencies followed by Global Reporting Initiative (GRI) Standards and Task Force on Climate-Related
Financial Disclosures (TCFD) Recommendations.

Currently, it is managed by the Value Reporting Foundation (VRF). SASB develops and publishes
accounting standards for financially material sustainability issues. These standards are sector-specific
and created for investors who require sustainability related information that impacts a company's
valuation.

The concept of sustainable investment is becoming increasingly popular among investors. By
harmonizing reporting standards, SASB is not only able to address the proliferation of disclosure
frameworks, but also to provide more consistent comparisons between sustainable investments.

These standards enable businesses to report on impacts on the environment, social capital, human
capital, business model, innovation, and leadership and governance from a financially material point of
view. Over 1300 companies worldwide use SASB standards to report on all three ESG pillars.
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As the threat of climate change looms, it becomes even more critical for companies, investors, and
regulators to spearhead ESG activism. This gives more weightage to companies which are ESG
compliant and report comprehensive disclosures on sustainability.

As per the analysis of Center for Audit Quality (CAQ) on the annual ESG reports published by S&P 500
companies, third-party assurance or verification was received by over 60% of S&P 500 companies that
issued an ESG report disclosing the data in their reports.

lllustration 2: Chart - Acquired Assurance or Verification
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In light of the growing demand for assurance from regulators and others, this number is likely to
continue to grow. The analysis also found that the percentage of accounting firms engaged in
assurance increased to 15%.
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As investors become aware of the correlation between long-term profitability and corporate
transparency. It is the responsibility of companies to provide investors with information that will
influence their investment decisions. Information related to sustainability is included in this.

The SASB standards can be useful for any organization that wants to report on sustainability in detail.
In addition, these standards can be used to develop sustainability strategies for the company around
the most critical issues in industry. Additionally, these standards help raise the value of sustainability
for both corporations and investors, as well as supporting consumer needs and global sustainability

goals.
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KNAYV International Limited is a global association of independent firms. Its key
objective is to serve accounting and consulting member forms with an internationally
recognized presence as a charter international umbrella organization experienced in all
phases to offer a complete suite of public accounting services which includes set up,
accounting, assurance, taxation, international transfer pricing, global risk consulting, and
business advisory services. It also aims to facilitate seamless business growth through
mergers and acquisitions. In assurance services, it offers attest (audit under various
country GAAS and certification services) and accounting advisory (US GAAP, IFRS,
Indian GAAP, IND As, various country GAAP & accounting opinions). Under Tax &
regulatory services, it provides domestic & international, direct & indirect tax advisory;
compliance and outsourcing (including payroll, accounting & secretarial); transfer pricing
(including documentation study and country by country reporting, global search,
accountant’s report); and inbound & outbound. Further to that, KNAV offers specialist
advisory services for transaction support (due diligence & valuations), lead advisory,
strategic advisory & fiduciary services. KNAV also provide risk advisory services, which
encompasses internal audits & management assurance; assessment of internal financial
controls (IFCs/IFCR in India, SoX, SOC); enterprise-wide risk management; forensic &
investigative services; primary and secondary research services and human resource
advisory (including recruitments).

KNAYV refers to one or more member firms of KNAV International Limited, which itself is a not- for- profit, non- practicing, non- trading corporation
incorporated in Georgia, USA. KNAV international limited is a charter umbrella organization (‘The Charter Association’) that does not provide services
to clients. Each firm within KNAV's association of member forms, is a legally separate and independent entity. Services of audit, tax, valuation, risk, and
business advisory are delivered by KNAV's independent member firms in their respective global jurisdictions. All member firms of Charter Association
in India, North America and the United Kingdom are a part of US$ 2.01 billion, US headquartered Allinial Global, which is an accounting firm
association that provides a broad array of resources and support for its member firms across the globe.
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