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Integrating ESG to 
Create Long-Term Value: 
Five Steps to Developing 
an ESG Strategy
By Sarah Keyes, CPA, CA

What is the issue?
Stakeholders (employees, customers, communities) and global capital 
markets (investors, insurers, lenders, rating agencies and regulators) 
are giving heightened attention to the environmental, social and 
governance (ESG) impacts of organizations.

Why is the issue important?
The COVID-19 pandemic has further highlighted the interconnections 
between the economy, society and the environment. Companies need 
to develop ESG strategies to address the concerns of all stakeholders. 
This will allow organizations to remain competitive and create long-
term value. Adopting an integrated ESG mindset and enabling a 
cultural shift towards multistakeholder capitalism is critical to ensuring 
success today and in the future. Organizations that are proactive stand 
to achieve a competitive advantage, while those that ignore ESG may 
do so at their future peril.

What can be done?
Organizations need to incorporate the most material ESG factors into 
existing strategy, risk management, financial and operational planning 
and budgeting, capital planning, governance and oversight processes. 
This is true for all organizations: publicly traded, privately held, not-for-
profit and public sector.

Who is this guideline for and how can it be applied?
This guideline is intended for CPAs working in industry (i.e., operational, 
management accounting and reporting roles), at not-for-profits and 
in the public sector, as well as those in leadership roles. This guideline 
provides practical guidance for CPAs to integrate ESG factors into 
existing business strategy, risk and performance management within 
their organizations and to respond to stakeholders’ ESG expectations.

MANAGEMENT ACCOUNTING GUIDELINE GUIDELINE

http://www.cpacanada.ca
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Overview
Links to other CPA Canada Management Accounting Guidelines (MAGs)

This guideline can be used in conjunction with other CPA Canada guidelines that provide 
further information on related topics, such as: 

• MAG on rethinking organizational strategy

• MAG on strategy mapping

• MAG on scenario planning

• MAG on future value drivers

Introduction to the topic

A move towards multistakeholder capitalism
The term sustainable development was coined by the Brundtland Commission in 1987. It is 
defined as “development that meets the needs of the present without compromising the ability 
of future generations to meet their own needs.” It provides a long-term view of sustainable 
value creation for all stakeholders, not just the organization or its shareholders. This is an 
important shift that has gained momentum in recent years. 

In 2019, the Canadian Business Corporations Act (CBCA) was amended to state that when 
acting with a view to the best interests of the corporation, directors and officers may consider, 
but are not limited to, the following: 

• the interests of shareholders, employees, retirees and pensioners, creditors, consumers 
and governments

• the environment

• the long-term interests of the corporation 

Also in 2019, the Business Roundtable, consisting of the CEOs of the world’s largest 
companies, redefined the purpose of a corporation to create value for all stakeholders – 
including customers, employees, suppliers, communities and shareholders. This was seen as a 
significant shift from the traditional shareholder-centric model that has dominated capitalism 
since Milton Friedman. 

The 2030 Agenda for Sustainable Development was adopted by all United Nations Member 
States in 2015. It provides a shared global blueprint for peace and prosperity for people 
and the planet – using the 17 Sustainable Development Goals (SDGs). As a UN Member 
State, Canada has committed to doing its part to support the accomplishment of the SDGs. 
Increasingly, companies and investors are using the SDGs to report on their impacts toward 
achievement of these global goals. 
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https://www.cpacanada.ca/en/business-and-accounting-resources/management-accounting/organizational-performance-measurement/publications/management-accounting-guidelines-mags/strategy-management/rethinking-organizational-strategy-overview/rethinking-organizational-strategy-guideline
https://www.cpacanada.ca/en/business-and-accounting-resources/strategy-risk-and-governance/strategy-development-and-implementation/publications/strategy-mapping-a-three-part-series
https://www.cpacanada.ca/en/business-and-accounting-resources/management-accounting/planning-budgeting-and-forecasting/publications/scenario-planning-a-three-part-series
https://www.cpacanada.ca/en/business-and-accounting-resources/management-accounting/cost-management/publications/future-value-drivers-a-three-part-series
https://sustainabledevelopment.un.org/content/documents/5987our-common-future.pdf
https://www.torys.com/insights/publications/2019/04/cbca-to-be-amended-to-codify-bce-decision-and-give-shareholders-a-say-on-pay
https://www.businessroundtable.org/business-roundtable-redefines-the-purpose-of-a-corporation-to-promote-an-economy-that-serves-all-americans
https://www.businessroundtable.org/business-roundtable-redefines-the-purpose-of-a-corporation-to-promote-an-economy-that-serves-all-americans
https://sdgs.un.org/2030agenda
https://sdgs.un.org/goals


R
eso

urces
K

ey Learning
s

A
p

p
licatio

n
P

ro
cess

O
verview

O
verview

3

Today, companies are increasingly under pressure to explain how they create shared value 
for all stakeholders – not only shareholders. Canadian and global societal views shifted 
significantly during the COVID-19 pandemic, which put a spotlight on social issues (e.g., 
health, inequality) and environmental issues (e.g., climate change). In a 2021 survey of 
Canadians on federal budget priorities, the top two issues were public health and action 
on climate change and the transition to a greener economy.

To remain globally competitive, organizations of all types (public, private and not-for-profits) 
will need to demonstrate how they are creating shared value for all stakeholders to survive and 
thrive in the long-term. 

What is ESG? 
Many terms have been used over the decades to describe sustainable development 
concepts, including corporate social responsibility (CSR), sustainability and the latest, ESG or 
environmental, social and governance. A key distinction between ESG and CSR / sustainability 
is that ESG focuses on the subset of CSR / sustainability factors that are financially material 
to an organization. Given the potential effects on operational and financial performance, ESG 
factors are of interest to capital market participants, including shareholders, bondholders, 
lenders, insurers, proxy advisors, rating agencies and financial regulators. In this guideline, 
they are collectively referred to as “investors and other financial stakeholders.

INTEGrATING ESG TO CrEATE LONG-TErM VALUE: FIVE STEPS TO DEVELOPING AN ESG STrATEGy

https://theconversation.com/climate-action-job-creation-are-top-post-pandemic-priorities-for-canadians-156739
https://da96cda2-4fc5-4d6b-a5b5-ac6d092a9b4e.filesusr.com/ugd/034371_bb67869313e5414f8f06f6bfb1b035dd.pdf
https://da96cda2-4fc5-4d6b-a5b5-ac6d092a9b4e.filesusr.com/ugd/034371_bb67869313e5414f8f06f6bfb1b035dd.pdf
https://da96cda2-4fc5-4d6b-a5b5-ac6d092a9b4e.filesusr.com/ugd/034371_bb67869313e5414f8f06f6bfb1b035dd.pdf
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ESG factors vary by industry, geography and organization type. They are often intangible and 
interconnected to one another, with the potential to amplify existing risks and opportunities. 
Some examples of ESG factors include: 

• environmental – climate change, biodiversity, water management

• social – health and safety, diversity and inclusion, human capital management

• governance – business ethics and transparency, anti-corruption

ESG strategies enable long-term value for stakeholders
If organizations maintain the status quo of a shareholder-centric, profit-driven business 
model, they risk losing social licence to operate and may find themselves at a competitive 
disadvantage. Addressing an organization’s most material ESG factors results in financial and 
operational outperformance, including lower cost of capital, reduced risk, lower operating 
costs and reputational benefits. 

ESG strategies are an important tool for an organization to begin to address the shift toward 
multistakeholder capitalism. Organizations need to adapt their definitions of “long-term value” 
to consider a broader range of stakeholders. A robust ESG strategy can build long-term value 
for shareholders and stakeholders by:

• reducing or transferring risks 

• creating more motivated and engaged employees 

• building more loyal customer relationships 

• establishing stronger business partnerships 

• improving social licence to operate 

Traditionally, CSR and sustainability teams have been siloed in organizations as their own 
departments. However, when it comes to addressing ESG factors, it is important to include 
ESG throughout the organization’s existing strategy, enterprise risk management and financial 
and operational reporting processes. ESG factors should be treated no differently than other 
material risks and opportunities. 

How does RAISE apply to ESG? 
Resilience, adaptability and innovation are the essential components of sustainable enterprises 
(RAISE) in today’s world, where business as usual is no longer possible. ESG strategies must 
embody these same components. 

ESG strategies require: 

• resilience in operations and supply chains, given ESG-related risks can have direct 
and indirect impacts on organizations’ financial and operational performance. 

• adaptability in their design. Organizations must craft flexible ESG strategies that can 
evolve alongside the ESG priorities of stakeholders. 

• innovation to approach ESG-related challenges and capitalize on new ESG-related 
opportunities with creative ideas and perspectives. 

INTEGrATING ESG TO CrEATE LONG-TErM VALUE: FIVE STEPS TO DEVELOPING AN ESG STrATEGy

https://www.mckinsey.com/business-functions/strategy-and-corporate-finance/our-insights/the-case-for-stakeholder-capitalism
https://www.mckinsey.com/business-functions/strategy-and-corporate-finance/our-insights/the-case-for-stakeholder-capitalism
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How CPAs add value
CPAs have the skills and competencies to help their organizations move toward a 
multistakeholder business model and integrate ESG factors into strategy, risk and 
performance measurement and management, and reporting. The table below outlines 
enabling competencies from the CPA competency map and explains how they relate to 
the development of an organization’s ESG strategy. 

CPA enabling 
competency Link with developing an ESG strategy

Acting ethically and 
demonstrating professional 
values

A multistakeholder mindset aligns with CPAs’ protection of the 
public interest and highest standards of ethics and professionalism. 

Leading CPAs have an opportunity to lead ESG strategy discussions within 
their organizations and establish performance management 
systems to oversee ESG factors. 

Collaborating CPAs are respected and trusted, enabling them to partner with 
individuals and teams throughout an organization to develop a 
multifaceted approach to addressing ESG risks and opportunities. 

Adding value CPAs can encourage a culture of mindful co-operation, innovation 
and sustainability by working effectively across organizational 
functions to develop an ESG strategy. 

Solving problems and 
making decisions

CPAs can help their organizations navigate the complex ESG 
landscape by leveraging their analytical skills and integrative 
thought processes to identify important ESG issues. They 
can use evidence and analytics to evaluate alternatives, apply 
appropriate decision criteria and develop implementation and 
change-management plans.

Communicating CPAs can help their organizations tell their ESG story and explain 
how they are creating value for all stakeholders in their ESG 
reporting. 
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Link to Competency Map 2.0
The CPA profession is transforming to meet the needs of the future. The CPA Competency 
Map lays the foundation for the CPA certification program. The goals of Competency 
Map 2.0 are to be relevant, reflect workplace expectations and requirements and set a 
reasonable expectation on the volume of knowledge, skills, attributes and competencies 
that can be learned and assessed.

The ability to integrate ESG issues into existing strategy, risk management and reporting 
processes are a core part of a CPAs value proposition now and in the future. The following 
competencies included in the Competency Map 2.0 that relate to this MAG are: 

• CPA ethical mindset – reflects who we are, what we do and where we do it. It 
encompasses both human skills and values (e.g., curiosity, creativity and resilience) 
as well as professional competencies (e.g., acting in and protecting the public 
interest and being technologically savvy).

• foundational common core competencies – these competencies include several ESG 
topic areas that are highlighted in this MAG including: 

 — equity, diversity and inclusion

 — Indigenous views / Indigeneity

 — systems thinking and complexity theory

 — emerging and transformative technologies

 — sustainability (including ESG)

While Competency Map 2.0 is still in progress, it remains important to understand how the 
evolution of the CPA Competency Map aligns with the concepts presented in this guideline. 

INTEGrATING ESG TO CrEATE LONG-TErM VALUE: FIVE STEPS TO DEVELOPING AN ESG STrATEGy
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Process
There are five steps to develop an effective ESG strategy, as shown in Figure 1. 

FIGUrE 1: FIVE STEPS TO DEVELOP AN EFFECTIVE ESG STrATEGy 

Step 1: 
Conduct an 

ESG materiality
assessment

Step 2:
Define ESG
objectives
and vision

Step 3:
Integrate

with strategy
and risk

Step 4:
Develop a
reporting
roadmap

Step 5:
Monitor
ongoing

performance
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Applying the topic to your 
organization

Step 1

Conduct an ESG materiality assessment
An ESG materiality assessment identifies and assesses relevant ESG factors 
for the organization. It is based on the ESG factors of interest to investors 
and other stakeholders, as well as those already identified as important by 
the organization. The process of conducting an ESG materiality assessment 

includes four sub-steps. 

1a: Identify a long list of potentially relevant ESG factors 
Sources of potentially relevant ESG factors may include, but 
are not limited to: 

• results of stakeholder interviews, surveys and/or 
workshops to gather input on the organization’s most 
important ESG factors

• benchmarking of ESG disclosures made by industry 
peers, investors and insurers

• investor requests for ESG-related information

• results of proxy voting on ESG-related issues (if 
applicable) 

• regulations, reports and guidance issued on ESG 
concerns by financial regulators (e.g., securities 
regulators, sector regulators) 

• current and prospective legal and regulatory 
requirements related to ESG issues

• sector-specific guidance on ESG topics, including from 
industry associations

1b: Assess the potential impact of each ESG 
factor in terms of its impact and likelihood
The organization should define the criteria for assessing the 
impact and likelihood of each potentially relevant ESG factor. Impact is usually defined as the 
potential operational, financial, reputational or legal implications. Likelihood is usually defined 
based on the probability of the ESG risk or event occurring across multiple time horizons. 

Many organizations align their ESG materiality assessments with their enterprise risk 
management (ERM) risk definitions and assessment criteria. Typically, risk registers use a 
similar impact and likelihood terminology and rating scale. Where feasible, the impact and 
likelihood assessment criteria should be aligned with existing processes. This allows for better 

Key considerations for NFP 
and public sector

• While these entities will not 
have to contend with ESG 
expectations of financial 
stakeholders, the focus 
of the ESG materiality 
assessment should be 
on key stakeholders and 
constituents. The impact 
and likelihood assessment 
still applies. 

• In the case of NFPs, 
these key stakeholders 
may include donors, 
partners, beneficiaries and 
communities. 

• In the case of public 
sector entities, these key 
stakeholders may include 
taxpayers, other levels of 
government and the general 
public. 

INTEGrATING ESG TO CrEATE LONG-TErM VALUE: FIVE STEPS TO DEVELOPING AN ESG STrATEGy
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ease of integration of ESG factors into enterprise risk registers and ensures that ESG factors 
are treated consistently with other risks and opportunities, which is considered best practice. 
See further discussion on this point in Step 3 below. 

1c: Categorize the ESG factors based on their impact and likelihood
Establish a categorization based on the impact and likelihood scores assigned to each ESG 
factor. For example, some organizations might use a 1-5 rating scale to determine the relative 
impact and likelihood 
for each ESG factor. In 
this case organizations 
will commonly assign 
definitions for each 
rating, so it is clear how 
the risk has been 
assessed in a consistent 
and objective manner. 

Many organizations will 
use a materiality matrix 
to visually demonstrate 
the results of their ESG 
materiality assessments 
(see Figure 2: Materiality 
Matrix). This allows 
organizations to 
convey their criteria 
for assessing impact 
and likelihood to explain how they identified the priority ESG 
factors to form the basis of their ESG strategy and reporting to 
stakeholders. 

1d: Validate the preliminary findings with senior 
management and the board of directors
Validation is often best achieved in a workshop format that 
enables group discussion to reach consensus and shared 
understanding. This is essential to ensuring buy-in from the 
organization’s leadership. 

As experts in assessing risk and determining financial 
materiality, CPAs can support their organizations in 
conducting ESG materiality assessments by providing the 
research and analysis to identify potentially material ESG 
factors. They can develop impact and assessment criteria to 
rate and prioritize ESG topics. Where possible, CPAs can also assist in quantifying potential 
financial impacts of ESG factors to assess their financial materiality to the organization. 

Questions to ask in 
validating results of ESG 
materiality assessment

• Do you agree with 
the prioritization of 
the organization’s 
ESG-related risks and 
opportunities? 

• Do any changes need to 
be made to any of the 
impact and likelihood 
assessments? 

• Are any relevant ESG 
factors missing from 
the assessment?

FIGUrE 2: 2020 MATErIALITy MATrIX

1

2
3

7
11

10

4

13

12

18

22

24 21

17

16

19

20
15

8

9

23

5
6

14

In
fl

ue
nc

e 
o

n 
A

ss
es

sm
en

ts
 a

nd
 D

ec
is

io
ns

 f
ro

m
 C

o
m

m
un

it
ie

s 
o

f 
In

te
re

st
 

Significance of Economic, Environmental and Social Impacts 

Governance/Economic

Environment

Social

INTEGrATING ESG TO CrEATE LONG-TErM VALUE: FIVE STEPS TO DEVELOPING AN ESG STrATEGy



R
eso

urces
K

ey Learning
s

A
p

p
licatio

n
P

ro
cess

O
verview

A
p

p
licatio

n

10

However, qualitative factors must also be considered in assessing ESG factors, particularly 
given the challenges in traditional risk approaches (see Step 3b). 

Step 2

Define ESG objectives and vision
The organization’s ESG objectives should be based on mitigating risks and 
capturing opportunities associated with the material ESG factors identified 
in Step 1. Obtain input from internal and 
external stakeholders. Some organizations 

opt to combine stakeholder interviews, surveys and/or 
workshops in Steps 1 and 2 to streamline the engagement 
process. 

When defining ESG objectives, consider asking key 
stakeholders the following questions: 

• What is our long-term mission and vision for the 
organization? How do ESG factors impact our ability 
to achieve our mission and vision? 

• What is our level of ambition when it comes to ESG? 
How does our organization want to be positioned 
relative to peers on ESG? 

• Are there any areas where our organization is already 
leading on ESG factors? What are the biggest 
opportunities to improve our ESG performance? 

The findings of this stakeholder engagement should be 
used to inform the organization’s ESG vision statement. 
The ESG vision is typically an internal document that 
guides the organization’s ESG efforts. It is often also 
published on organizations’ websites and referenced 
in ESG reports. An ESG vision should establish: 

• the context for why ESG is relevant to the organization 
and its industry 

• how ESG is aligned with the organization’s mission, 
vision and values 

• an approach to ESG and guiding principles 

• ESG priorities for the organization, including ESG-
related targets (if pursued) 

• roles and responsibilities of key departments and senior 
leadership teams 

Key considerations for NFP 
and public sector

• Defining the ESG vision 
for NFPs and public sector 
should link directly to 
the mission, vision and 
mandate of these entities. 

• In the case of NFPs, this 
may include establishing 
a clear link between 
relevant ESG factors and 
the mission of the NFP. 
For example, if the NFP 
is focused on addressing 
homelessness, this should 
be linked to the relevant 
SDGs, such as Goal 1: No 
Poverty. 

• In the case of public sector 
entities, this may include 
establishing a clear link 
between relevant ESG 
factors and the mandate 
of the entity. For example, 
the Ministry of Economic 
Development, Job 
Creation and Trade should 
link its ESG vision with 
relevant SDGs, such as 
Goal 8: Decent Work and 
Economic Growth. 

• It is critical for NFPs and 
public sector entities to 
link their core mission and 
values to relevant ESG 
factors and the SDGs offer 
a useful framework for 
these entities.

INTEGrATING ESG TO CrEATE LONG-TErM VALUE: FIVE STEPS TO DEVELOPING AN ESG STrATEGy
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Step 3

Integrate ESG factors into existing strategy, risk 
management and governance
Use the ESG vision from Step 2 to guide the integration of material ESG 
factors into strategic planning and risk identification and mitigation processes. 

3a: Link ESG factors with strategic planning
The table below outlines how ESG factors can be integrated into strategy.

Process Guidance for integrating ESG factors

Strategic 
planning and 
target-setting

• Articulate the link between ESG factors and the mission, vision and values 
of the organization. 

• Assign formal responsibility to senior management teams to identify, assess 
and respond to ESG-related risks and opportunities. 

• Consider establishing an internal ESG committee or working group to lead 
the execution of the organization’s ESG strategy, including reporting. 

• Explicitly include consideration of relevant ESG factors as part of annual 
strategic planning and target-setting activities. 

Budgeting and 
financial analysis

• Analyze the costs and benefits of different actions to respond to ESG-related 
risks and opportunities to inform decision-making and resource allocation. 

• Calculate the return on investment and payback period for investments 
in ESG-related projects and initiatives. 

Capital planning • Integrate consideration of ESG factors in capital-planning decisions, 
particularly for assets with long lifecycles (e.g., infrastructure, heavy 
equipment). 

• Analyze the costs and benefits of new technologies and alternative 
solutions designed to enhance ESG performance (e.g., energy-efficient 
engines and vehicle fleets). 

Compensation 
and incentives

• Consider including ESG-related KPIs in short-term compensation plans 
for senior management teams to drive ESG performance and achievement 
of ESG-related targets. 

There is no one-size-fits-all approach to integrating ESG with existing organizational strategy. 
CPAs can help their organizations develop a response to ESG-related risks and opportunities 
that is tailored to their unique culture and values. Ensuring effective change management and 
employee engagement is essential to the success of any new organizational initiative. CPAs 
can leverage their cross-functional relationships and communication skills to build trust across 
departments and teams to develop an integrated ESG strategy. 

3b: Integrate material ESG-related risks into enterprise risk management 
(ErM) processes
Review the organization’s existing risk register to determine if there are any potential gaps to 
be addressed. If gaps are identified, consider incorporating additional ESG risk factors into the 
risk register. 

INTEGrATING ESG TO CrEATE LONG-TErM VALUE: FIVE STEPS TO DEVELOPING AN ESG STrATEGy
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The diagram below outlines three challenges to integrating ESG factors into ERM processes. 
It is important for CPAs to be aware of these challenges so they can help their organizations 
navigate them. 

FIGUrE 3: CHALLENGES TO INTEGrATING ESG FACTOrS INTO ErM PrOCESSES

ESG risks can manifest over the short-term and long-term, and as a result,
they often don't fit within traditional ERM time horizons

Potential financial impacts of ESG risks are challenging to quantify due to a lack 
of data (i.e., historical data often cannot be used to forecast potential impacts)

ESG risks are often intangible and connected to other business risks,
which makes them challenging to isolate within ERM processes

1

2

3

Update any internal and external policies and process 
documentation related to the organization’s risk 
management approach to include explicit mention of 
consideration of ESG factors. This is a best practice and 
demonstrates to investors and other financial stakeholders 
a consistent approach to identifying, assessing, monitoring 
and reporting on risks and mitigation strategies. 

CPAs can assist their organizations in updating ERM 
processes and risk registers to include consideration of 
material ESG-related risks. It is important for CPAs to 
be adaptable when considering how ESG factors can be 
integrated into ERM processes and to apply a quantitative 
and qualitative lens to assessing ESG-related risks and 
developing mitigation plans. 

Step 4

Develop a reporting 
roadmap 
Organizations need to ensure they are 
telling their value-creation stories effectively 
to their stakeholders. This will allow them 

to meet stakeholder expectations, maintain their access to 
capital and brand reputation and gain competitive advantage. 

4a: Select relevant reporting standard(s) 
and framework(s)
The ESG reporting landscape is complex. Multiple sets of 
voluntary standards and frameworks exist, including:

• Sustainability Accounting Standards Board (SASB) 
standards. This is a set of industry-specific ESG topics 
and metrics for disclosure based on evidence of 

Key considerations for NFP and 
public sector

• The reporting requirements 
for NFPs and public sector 
entities differ significantly 
from corporations. 

• Transparency and 
communication to key 
stakeholders is critical for 
NFPs and public sector 
entities given they are 
accountable to their 
constituencies. 

• Given their missions, NFPs 
and public sector entities 
should consider using the 
SDGs as a framework for 
reporting on their impacts to 
specific goals. 

• The SASB standards, TCFD 
recommendations and 
GRI standards can also be 
leveraged and adapted by 
NFPs and public sector 
entities to report on ESG 
performance. 

• Given that all of these 
frameworks are currently 
voluntary in Canada, NFPs 
and public sector entities 
should adapt their use of 
these reporting frameworks 
and standards to ensure they 
are fit for purpose for these 
types of organizations. 

INTEGrATING ESG TO CrEATE LONG-TErM VALUE: FIVE STEPS TO DEVELOPING AN ESG STrATEGy
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investor interest and financial materiality. These topics and metrics are intended to be a 
starting point for organizations operating in a particular industry. They are not exhaustive 
and are often used in conjunction with other reporting frameworks. 

• Task Force on Climate-related Financial Disclosure (TCFD) recommendations. Developed 
at the request of the Financial Stability Board, these disclosure recommendations focus 
specifically on climate change risks and opportunities. The TCFD framework applies a 
financial materiality lens (consistent with the SASB standards) and they are an investor-
preferred framework for disclosure of climate-related financial risks to organizations. The 
TCFD issued guidance on climate-related metrics, targets and transition plans for use in 
identifying relevant KPIs related to climate change. 

• Global Reporting Initiative (GRI) standards. These are the most used sustainability reporting 
standards by organizations for reporting to a broad range of external stakeholders, including 
customers, communities, employees and non-government organizations. Many of the metrics 
included in the GRI standards focus on the organization’s impacts on the environment and 
society, rather than the impacts of these issues on the organization. 

• United Nations (UN) Sustainable Development Goals (SDGs). A growing number of 
organizations are using the 169 targets that underpin the 17 SDGs to report on how 
they are helping to achieve these global goals.

Use the decision tree below to determine the most appropriate reporting standard(s) or 
framework(s) based on the intended audience. 

FIGUrE 4: DECISION TrEE

Who is our intended
audience?

Investors and other 
financial stakeholders

SASB Standards

TCFD
Recommendations

GRI Standards

UN SDGs

Broader stakeholders 
(e.g., customers,

employees, 
communities)

The decision tree logic is based on the fundamental concept of materiality (i.e., organizations 
should report on the information that is of greatest interest to the target audience). However, 
CPAs should pay attention to the concept of “dynamic materiality,” which reflects the reality 
that ESG topics can evolve slowly or rapidly and their importance to different groups of 
stakeholders can shift in response. The figure below from the Statement of Intent to Work 
Together Towards Comprehensive Corporate Reporting illustrates this concept. 
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https://www.fsb-tcfd.org/
https://assets.bbhub.io/company/sites/60/2021/05/2021-TCFD-Metrics_Targets_Guidance.pdf
https://www.globalreporting.org/
https://sdgs.un.org/goals
https://integratedreporting.org/resource/statement-of-intent-to-work-together-towards-comprehensive-corporate-reporting/https:/integratedreporting.org/resource/statement-of-intent-to-work-together-towards-comprehensive-corporate-reporting/
https://integratedreporting.org/resource/statement-of-intent-to-work-together-towards-comprehensive-corporate-reporting/https:/integratedreporting.org/resource/statement-of-intent-to-work-together-towards-comprehensive-corporate-reporting/
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FIGUrE 5: DyNAMIC MATErIALITy

The U.S. Securities Exchange Commission and the Canadian Standards Administrators have 
both issued guidance and conducted public consultations on ESG and climate-related financial 
disclosure. In addition, the IFRS Foundation established a new International Sustainability 
Standards Board (ISSB) to set IFRS sustainability standards, beginning with developing a 
standard for reporting on climate-related financial risk. CPAs should continue to monitor this 
evolving reporting landscape to ensure their organizations are prepared for future mandatory 
ESG reporting requirements. 

4b: Identify KPIs to measure, monitor and report progress
Depending on the resources available for ESG reporting, organizations will typically need 
to take a staged approach to ESG data collection. In some cases, ESG-related KPIs such as 
health and safety data will be readily available. In other cases, organizations will need to 
collect new types of data for ESG-related KPIs, such as greenhouse gas (GHG) emissions. 
Using the results of the ESG materiality assessment in Step 1, organizations should map their 
existing internal data collection and KPIs against the metrics recommended in the reporting 
standards and frameworks discussed in Step 4. Completing a KPI mapping exercise will identify 
gaps in existing data-collection processes. The organization can then review its existing data 
collection systems and processes and plan to collect required data or determine if an estimate 
is more appropriate. Over time, organizations should strive to report in full alignment with the 
reporting standard or frameworks selected. 

Preparing a three-year roadmap to ESG reporting is emerging as a best practice. The roadmap 
should include the following elements: 

• reporting standard(s) and framework(s), including any under consideration for the future 

• integration of ESG disclosure into regulatory filings, including MD&A, AIF and MIC 

• KPIs and targets to be gathered and reported in a phased approach 

• qualitative disclosure topics to be included (e.g., company policies, governance structures) 
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CPAs can use their understanding of internal systems for data collection and reporting to 
ensure accurate, reliable, consistent and comparable information can be gathered for internal 
monitoring (see Step 5) and external reporting to stakeholders. CPAs can also leverage their 
management accounting and financial reporting technical competencies to assist in preparing 
ESG reports for management, the board of directors, investors and other stakeholders. 

Step 5

Monitor ongoing performance 
It is essential to develop a monitoring plan for ongoing ESG performance. 
Use internal reporting to measure progress toward ESG targets and identify 
trends in ESG-related KPIs. Proactive monitoring of ESG factors enables 
management teams to adjust actions to improve ESG-focused outcomes 

throughout the execution of the ESG strategy. Boards of directors should be overseeing the 
execution of ESG strategy and monitoring progress toward targets over time. The table below 
outlines best practices for management monitoring and board oversight of ESG performance. 

role of management role of the board of directors

• annual process for identification and 
assessment of material ESG factors

• quarterly monitoring of progress toward ESG 
targets and trends in ESG-related KPIs 

• annual reporting to the board of directors 
on progress toward ESG targets

• reporting of exceptions or deviations from 
stated policies and/or standard practices 
to the board 

• review annual updates on material ESG factors 
(i.e., changes in ESG materiality assessment) 

• review annual reporting from management 
on progress toward ESG targets 

• review and approval of external disclosures 
of material ESG factors

• annual update on trends (e.g., investor 
engagement and ESG priorities, proxy voting 
guidelines, new regulations) 

The information required for internal monitoring of ESG performance is often more detailed 
than the information disclosed to external stakeholders in ESG reports. A detailed internal 
reporting framework on ESG factors enables management to proactively monitor ESG factors 
not currently assessed as material for evidence of changing materiality over time. A robust 
internal ESG monitoring and reporting approach allows management teams to address the 
issue of dynamic materiality explained above. The board should understand and oversee 
management’s internal monitoring process and receive regular updates of any changes to 
the company’s ESG materiality assessment. 

CPAs can assist in establishing effective governance policies and processes to manage and 
oversee ESG factors within their organizations. They can also assist in preparing templates for 
internal monitoring of ESG factors by management. CPAs in leadership roles, such as those 
working as chief financial officers, are often accountable for the ongoing data collection and 
reporting of ESG-related KPIs and targets. By employing their communication skills, CPAs can 
help their organizations proactively monitor ESG performance to ensure the long-term success 
of ESG strategies. 
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Key learnings 
For organizations to thrive over time and remain globally competitive, they need to develop 
robust ESG strategies that address the ESG risks and opportunities with the greatest potential 
to impact value. In a post-pandemic society, stakeholders’ ESG expectations are high and 
growing. Organizations can establish trust with stakeholders by being transparent about their 
ESG journey and committing to continuous improvement. 

An effective ESG strategy considers the interconnections between a broad range of 
stakeholders, as depicted in the diagram below. 

FIGUrE 6: KEy ELEMENTS OF AN ESG STrATEGy

ESG
strategy

Employees

Investors 
and financial
stakeholders

Customers

Governments
and

regulators
Suppliers

Local and 
Indigenous

communities

For an ESG strategy to result in real-world outcomes and meaningfully contribute to value 
creation for all stakeholders, it must be integrated with existing organizational strategy, risk 
management and reporting. 

CPAs have an opportunity to support their organizations in developing comprehensive 
approaches to addressing ESG issues by acting as the link between cross-functional teams 
to facilitate teamwork and collaboration. Organizations that can harness ESG opportunities 
and mitigate ESG risks will be well-positioned to gain competitive advantage in an ever-
interconnected world.
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resources
CPA Canada publications: 

• On the Radar – Business impact of environmental and social issues

• Environmental and social issues briefing for directors

• Primer on environmental and social disclosure

CPA Canada MAGs: 

• MAG on rethinking organizational strategy

• MAG on strategy mapping

• MAG on scenario planning

• MAG on future value drivers

Other accounting body publications: 

• 2030 agenda on the UN sustainable development goals (SDGs)

• CPAs and the new social contract

ESG reporting publications and guidance: 

• Statement of intent to work together towards comprehensive corporate reporting

• SASB standards

• TCFD recommendations

• GRI standards

• UN SDGs

• CSA guidance on reporting of climate change-related risks [PDF]

• IFRS Foundation. Proposed targeted amendments to the IFRS foundation constitution 
to accommodate an international sustainability standards board to set IFRS sustainability 
standards [PDF]
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https://www.cpacanada.ca/en/business-and-accounting-resources/financial-and-non-financial-reporting/sustainability-environmental-and-social-reporting/publications/business-impact-of-environmental-social-issues
https://www.cpacanada.ca/en/business-and-accounting-resources/strategy-risk-and-governance/enterprise-risk-management/publications/environmental-social-risks-questions-for-directors
https://www.cpacanada.ca/en/business-and-accounting-resources/financial-and-non-financial-reporting/sustainability-environmental-and-social-reporting/publications/a-primer-for-environmental-social-disclosure
https://www.cpacanada.ca/en/business-and-accounting-resources/management-accounting/organizational-performance-measurement/publications/management-accounting-guidelines-mags/strategy-management/rethinking-organizational-strategy-overview/rethinking-organizational-strategy-guideline
https://www.cpacanada.ca/en/business-and-accounting-resources/strategy-risk-and-governance/strategy-development-and-implementation/publications/strategy-mapping-a-three-part-series
https://www.cpacanada.ca/en/business-and-accounting-resources/management-accounting/planning-budgeting-and-forecasting/publications/scenario-planning-a-three-part-series
https://www.cpacanada.ca/en/business-and-accounting-resources/management-accounting/cost-management/publications/future-value-drivers-a-three-part-series
https://www.cpacanada.ca/en/business-and-accounting-resources/financial-and-non-financial-reporting/sustainability-environmental-and-social-reporting/publications/the-2030-agenda-for-sustainable-development
https://www.cpaontario.ca/insights/thought-leadership/esg-thought-leadership
https://integratedreporting.org/resource/statement-of-intent-to-work-together-towards-comprehensive-corporate-reporting/https:/integratedreporting.org/resource/statement-of-intent-to-work-together-towards-comprehensive-corporate-reporting/
https://www.sasb.org/
https://www.fsb-tcfd.org/
https://www.globalreporting.org/
https://sdgs.un.org/goals
https://www.osc.ca/sites/default/files/pdfs/irps/csa_20190801_51-358_reporting-of-climate-change-related-risks.pdf
https://www.ifrs.org/content/dam/ifrs/project/sustainability-reporting/ed-2021-5-proposed-constitution-amendments-to-accommodate-sustainability-board.pdf
https://www.ifrs.org/content/dam/ifrs/project/sustainability-reporting/ed-2021-5-proposed-constitution-amendments-to-accommodate-sustainability-board.pdf
https://www.ifrs.org/content/dam/ifrs/project/sustainability-reporting/ed-2021-5-proposed-constitution-amendments-to-accommodate-sustainability-board.pdf
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