In today’s fast-changing business world, companies are expected not only to make profits but also to
act responsibly. Environmental, Social, and Governance (ESG) factors have become an important way
to measure how well organizations meet these responsibilities. Managing ESG issues is no longer
optional, it’s essential for long-term success. This shift also changes how accounting and auditing
professionals work, requiring new skills and responsibilities.

Finance teams now have to manage ESG data with the same care as financial data. This means
putting in place strong policies, systems, and controls to make sure sustainability information is
accurate, reliable, and comparable. The International Sustainability Standards Board (ISSB) has
introduced new global ESG reporting rules to help with this. Because of these changes, finance teams
need to lead the way in making sure ESG reports meet regulations and give investors what they
need.

In 2023, ISSB released two key standards: IFRS S1 and IFRS S2. IFRS S1 asks companies to disclose
important sustainability risks and opportunities that might affect their future. It recommends using
industry-specific guidance like the SASB standards to figure out which topics matter most to their
business, so the reports are focused and relevant.

IFRS S2 builds on the widely accepted Task Force on Climate-related Financial Disclosures (TCFD)
framework. It also points to SASB standards to make sure climate-related reports match the risks and
opportunities specific to each industry. Together, these standards help companies provide clear and
comparable information about climate risks and strategies, which helps investors understand what’s
happening.

These two standards work together to help finance professionals create consistent and useful
sustainability reports, no matter which accounting rules a company follows.

The American Institute of Certified Public Accountants (AICPA) and the Center for Audit Quality (CAQ)
highlight how important it is to have strong ESG governance. This includes doing thorough ESG risk
assessments using frameworks like SASB, GRI, and the International Integrated Reporting Framework.
It also means improving board oversight, embedding ESG into risk management, and using control
systems like COSO for non-financial data.

Voluntary ESG reporting hasn’t been enough to make data comparable worldwide, so the move to
IFRS-based sustainability standards supported by groups like IFAC and I0OSCO is a big step forward.
Finance professionals now need to build ESG knowledge across different areas to make sure reports
meet international standards and align with company goals for long-term value.

ESG covers how companies handle their environmental impact, social relationships, and governance
practices beyond just financial results. For example, the environmental part looks at how companies
reduce emissions, manage waste, and fight climate change. The social part focuses on labour
practices, diversity, and community involvement. Governance is about how companies are run—
board makeup, ethics, transparency, and shareholder rights.

Using ESG criteria helps investors spot companies that operate responsibly and avoid risks,
supporting long-term growth. A good example is Bank of America in 2015, when it invested more in
renewable energy, improved diversity, and enhanced employee benefits. This boosted both its
reputation and financial success, leading to $16.5 billion in profits.

Ignoring ESG can cause legal troubles, reputational harm, and financial losses. On the other hand,
companies that manage ESG well protect and grow their value over time.



Europe is leading the way with strict ESG rules, like the Corporate Sustainability Reporting Directive
(CSRD), which requires detailed, audited ESG information. The EU Taxonomy helps define what
activities are truly sustainable, and the Corporate Sustainability Due Diligence Directive (CSDDD) will
make companies responsible for risks in their supply chains and require plans to reach net-zero
emissions by 2050.

In the U.S., ESG regulations are evolving, focusing on climate disclosures. The SEC has proposed rules
for climate risks and emissions reporting, and SASB standards are popular for industry-specific ESG
reporting. While federal rules are still developing, states and stock exchanges are already pushing for
stronger ESG transparency.

These regulations show that ESG is becoming a key part of corporate responsibility, and accounting
professionals must ensure ESG reports are accurate and meet these new standards.

The Global Reporting Initiative (GRI) is one of the most common frameworks for sustainability
reporting. It helps companies share their ESG impacts clearly and consistently, building trust with
investors and regulators.

ESG reporting frameworks, including GRI, SASB, and TCFD, provide companies with ways to measure
and disclose important sustainability data, such as emissions and board diversity—and guide when
and how to report. This ensures reports are reliable and meet stakeholder expectations.

Globally, ESG rules are tightening. Europe’s CSRD and U.S. SEC proposals are good examples, with
SASB gaining more acceptance. Adopting frameworks like GRI, SASB, and TCFD helps companies meet
regulations and investor demands, promoting transparency and sustainable growth.

In the UAE, ESG is gaining traction as part of the national sustainability goals. While ESG reporting
isn’t mandatory everywhere yet, regulators like the Securities and Commodities Authority (SCA),
Dubai Financial Market (DFM), and Abu Dhabi Global Market (ADGM) encourage companies to use
internationally recognized frameworks such as GRI, SASB, and TCFD. This supports the UAE’s Net Zero
by 2050 and Green Agenda 2030 targets. Many UAE companies in finance, energy, and real estate
already voluntarily report on ESG to attract investors and support climate goals. The UAE is also
watching the global rollout of IFRS S1 and S2 and may align with these standards in the future to
improve ESG reporting consistency.

Overall, ESG has become essential for businesses to balance making profits with being responsible.
As regulations get tougher and stakeholders expect more, finance and accounting professionals need
to develop strong ESG expertise. Using global standards like IFRS S1 and S2 to include ESG in
decision-making and reporting helps companies increase transparency, reduce risks, and create long-
term value. Embracing ESG is not just about following rules, it’s a smart investment in the company’s
future.



