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SASB feeds institutional hunger for
sustainability data

SASB plans to finalize industry-specific sustainability reporting metrics for
79 industries later this year.

 Dietrich Knauth | 19 Mar 2018

The founder of the Sustainability Accounting Standards Board (SASB), a

nonprofit established in 2011 to develop sustainability accounting

standards, told institutional investors that she remains laser-focused on

creating better metrics for financially material sustainability concerns,

despite investors’ hunger for data on ESG topics outside of that strict

mission.

Jean Rogers, SASB’s chair and founder, spoke at the Council of

Institutional Investors’ (CII) spring conference on Tuesday, Μarch 13,

saying that companies’ current reporting on sustainability risks currently

leaves a lot to be desired, as few use data and most rely on “boilerplate”

risk disclosures. SASB plans to finalize and publish industry-specific

sustainability reporting standards for 79 industries later this year, and

hopes that those standards will help investors better understand the

financial risks related to a particular company or industry.
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“Good investors try to look at material risks, but are hampered in the

sustainability space by a lack of high-quality comparable data on financially

material issues,” Rogers said. “We look for evidence that these

sustainability issues are likely to affect financial or operating performance

of a company or industry, so that investors have adequate information on

those risks and can use that information accordingly.”

While companies are already addressing sustainability risks in their

disclosures to investors, they are not specific enough to be useful for

investors, Rogers said. Without better data, investors can’t put price on

sustainability risks or differentiate between which companies are

performing well and which companies are performing poorly, Rogers

added.

“You could see 20 different ways in which water is described, for example,

or energy management, or even safety,” Rogers said. “It’s very challenging

for investors to use that.”

SASB has the backing of several large institutional investors, and its

investor advisory board includes representatives from the California

Public Employees Retirement System, California Teachers Retirement

System, New York City Retirement Systems, Ontario Teachers’ Pension

Plan, and Oregon State Treasury. Asset managers are also getting on

board, and BlackRock and Neuberger Berman have incorporated it into

their proxy voter guideline, Rogers said.

A major challenge for SASB, though, is standing out in a crowded field of

ESG frameworks, which include the Global Reporting Initiative, UN

Principals for Responsible Investment, and G20’s Financial Stability Board’s

Task Force on Climate-Related Financial Disclosures, among many others.

SASB seeks to set itself apart by focusing on the risk to a company’s

bottom line, rather than broader environmental risks, and seeks to work

with other sustainability organizations instead of trying to compete with

them, Rogers said. SASB is a “metric meritocracy” and is happy to use

standards that have already been developed by other organizations,

including GRI and the Carbon Project, she added.
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GRI, for example, does “fantastic work,” but it serves a much broader range

of stakeholders, including employees, customers, communities, and

focuses on a a broader range of issues than SASB, making them natural

partners for SASB, Rogers said.

“The fundamental difference between SASB and everybody else is that

SASB is focused like a laser on financial materiality, so we have a very small

set of things that are in our standards for each industry that would pass that

high bar of financial materiality,” Rogers said. “We are constantly taking

things off the table that don’t really stand on their own right now in terms

of evidence of financial impacts.”

That focus is something that is sometimes lost on institutional investors

who are increasingly demanding data on a wide variety of ESG topics.

During a question and answer session with Rogers, CII members

expressed interest in metrics beyond SASB’s mandate, including metrics

on misinformation on social media, compliance with other countries’

human rights laws, and corporate contributions to political causes.

“There are many, many topics that matter greatly to me and to everyone in

this room but are challenging in terms of the evidence on materiality,”

Rogers said in response to a CII member question. “I welcome the

discussions on it, and I welcome recommendations to our standards board

and feedback on these issues.”

While SASB does not generally track political spending, it would include

such spending if it relates to legal and regulatory risk, or risk of corruption,

Rogers said, mentioning oil and gas as an industry where that concern

comes up.

“SASB is not a political organization, we’re not an advocacy organization,

and like any other issue we try to limit it to the lens of financial materiality

and how it would affect the company or the industry,” Rogers said in

response to a CII member question. “So on this particular issue we actually

got a lot of commentary and feedback on that from companies saying that

this is not actually financially material. …it is not something that would

move the needle on valuation or on stock price particularly.”
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Corporations and industry groups are broadly on board with SASB’s

definitions of material sustainability risks, but the debate now centers on

the specific metrics, according to Rogers. Companies are also wrestling

with ways to make sure that the reporting is cost-effective, accurate, and

doesn’t open them up to liability over inconsistent or incomplete

disclosures, she added. But despite the potential headaches, better

metrics could benefit industry as well as investors, Rogers said.

“On the other hand, they also recognize, if they do it once and do it right

and communicate well to investors, a lot of the other noise may go away,

like questionnaires and shareholder proposals around disclosures,” Rogers

said. “So there is a cost-benefit there to the companies and an incentive to

do it once using a market standard.”
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