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Several market forces are driving a focus on creating and protecting sustainable, long-term value
across stakeholders
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Market forces 
driving the focus 

on long-term value
Climate change, creating new global threats and 
opportunities

Employee and customer engagement

Institutional investor scrutiny and rise of sustainable 
investing

Regulatory requirements, including mandatory 
sustainability disclosures

Racial equity, social justice, and human rights

Geopolitical conflict, supply chain disruption and rising 
inflation 

Rapid technological advancements and competition in 
a time of disruption
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Customer value

People value

Societal value

Financial value

◼ Satisfaction

◼ Customer lifetime value / loyalty

◼ Product stewardship

◼ Innovation/IP/R&D

◼ Relationship strength

◼ Brand trust and perception

◼ Product pipeline

◼ Purpose/values

◼ Environmental/carbon 
footprint

◼ Energy and resource usage

◼ Biodiversity and land use

◼ Waste management and 
pollution 

◼ Human rights impact

◼ Community investment

◼ Health outcomes

◼ Economic impact and job creation

◼ Local sourcing

◼ Supply chain responsibility

◼ Regulatory compliance

◼ External relations

◼ Loyalty and satisfaction

◼ Learning and development

◼ Diversity and inclusion

◼ Health, safety and wellbeing

◼ Leadership

◼ Ethical and respectful labor practices

◼ Engagement and productivity

◼ Attraction and retention 

◼ Revenue/growth

◼ Margin/costs

◼ Cash flow

◼ Capital allocation

◼ Capital structure

◼ Tax

◼ Supply chain reliability

◼ Competitive remuneration

Legend

◼ Environmental

◼ Social

◼ Governance

◼ Non-ESG related

Setting out to clarify, measure, and 
communicate the drivers enabling long-term 
value creation is now a strategic priority by 
management. Understanding the drivers helps 
us pinpoint your 
focus area.

Drivers that 
enable value 
creation



Companies that take an enterprise-wide approach to Sustainability and ESG are best 
positioned to create long-term value

Holistic approach to Sustainability and ESG transformation

Understand and prioritize 
stakeholder expectations and 
create sustainability and ESG 
approach aligned to corporate 
purpose and strategy. Develop 
roadmap to successfully deliver 
on priorities.

Purpose, strategy and 
ambition

Establish sustainability and ESG 
governance through formalized 
operating model, leadership 
and board commitment, and 
end-to-end comprehensive 
performance management.

Governance

Track non-financial (and 
financial) performance 
measures and value created 
across the business (e.g., talent, 
innovation).

Performance management

Evaluate operations across your 
value chain through a 
sustainability and ESG lens, 
building the business case for 
changes to your operating 
model, products and services, 
supply chain and workforce.

Innovation across the value 
chain

Report in a reliable, objective 
and consistent manner aligned 
to regulatory frameworks, and 
develop a sustainability and ESG 
narrative that can be used 
consistently across channels to 
address financial and non-
financial performance.

Reporting, disclosures and 
messaging

Integrate sustainability and ESG 
issues into enterprise risk 
management framework to 
identify, assess and prioritize 
risks, and implement targeted 
risk interventions.

Risk management

Investment and capital 
allocation

Establish a data framework, 
internal controls and processes 
to collect, aggregate and 
analyze sustainability and ESG 
data, and invest in technology 
platforms required to drive 
insights into decision-making.

Data, analytics, and 
technology platforms

Assess portfolio holistically to 
determine new investment 
required to meet sustainability 
and ESG goals, implications for 
M&A and divestitures and 
opportunities to leverage 
sustainable financing 
instruments (e.g., green bonds). 



EY’s point of view: Businesses’ ability to build trust and create stakeholder value through their 
Sustainability and ESG strategies will become a driver of future success

Beyond
Businesses that drive 
differentiation through 
their sustainability and 
ESG strategies will be 
best positioned to build 
trust and create long-
term value

Next
Driving improved sustainability 
and ESG performance will 
become a strategic business 
imperative that demands 
integration across the value 
chain to meet commitments

Now
An increased focus on climate 
change, regulatory requirements, 
investor focus and societal pressures 
have elevated the importance of 
sustainability and ESG issues, with 
heightened demands for clear 
commitments and transparent 
reporting on progress



Internal audit can improve Sustainability and ESG performance

Internal audit’s 
role in 

Sustainability 
and ESG

Assurance Insight

Advice
Provide advocacy for the organization’s sustainability 

and ESG strategy, approach, risk tolerance, and 
reporting when sustainability and ESG matters are 

widely-dispersed without a single point of contact or 
authoritative function

Internal audit should be a strategic partner to the organization’s Sustainability and ESG program to increase the level of trust in 
managing risks and opportunities, measuring and reporting progress, and achieving goals and commitments.  

Provide assurance that the organization has effective 
sustainability and ESG oversight and controls, 
addresses material sustainability and ESG risks and 
opportunities, maintains compliance with applicable 
regulations, and provides relevant, reliable sustainability 
and ESG reporting

Provide insights gained through analysis of 
data and information from internal and 

external sources to improve sustainability and 
ESG performance and risk management

Advocacy

Provide advice and recommendations to improve 
sustainability and ESG strategy, governance, risk 
management, internal controls, data and 
technology solutions, and reporting



Leading companies typically adopt six best practices around internal audit, Sustainability 
and ESG

Understand the organization’s 
priority Sustainability and 

ESG issues

Conduct an internal audit of 
public Sustainability and ESG 

reports and metrics

Start incorporating Sustainability 
and ESG into the audit plan

Recommend frameworks for 
Sustainability and ESG internal 

controls

Involve subject-matter resources 
with the right skills

Keep an eye on fast-evolving 
regulatory developments

Internal audit should have a foundational 
understanding of the organization’s priority 
sustainability and ESG issues and stakeholders. 
This can be gained through reviewing risk 
assessments, analyzing public information, 
and conducting interviews.

Audit plans should start including 
sustainability and ESG related engagements as 
these risks become more significant to 
organizations. These may be targeted scope 
areas at first and develop over time to 
include additional risk coverage.

Sustainability and ESG internal audits should 
be supported by SMRs with appropriate skills 
and technical competencies to cover the 
relevant risks and testing procedures. 
Alternative resourcing strategies (e.g., co-
sourcing) can be used to fill gaps.  

Public sustainability and ESG reports and 
metrics should be reviewed by internal audit
for accuracy, completeness, consistency, and 
alignment with relevant frameworks. Internal 
audit can also facilitate obtaining external 
assurance where appropriate. 

Internal audit should help to establish 
governance and internal controls over the 
organization’s sustainability and ESG program 
by recommending and advising on the 
adoption of a credible framework to manage 
risks (e.g., COSO). 

Internal audit should keep pace with 
regulatory developments and market trends, 
which are rapidly evolving around the world. 
As sustainability and ESG reporting mandates 
and guidelines are introduced, internal audit 
should ensure the organization assesses them 
for the need to comply. 
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Increasing internal audit's maturity across Sustainability and ESG issues can help improve 
enterprise-wide performance

• Sustainability and ESG risks 
embedded into the annual audit 
planning process; targeted audits 
performed based on material risks

• Substantive review of ESG and  
sustainability reporting metrics; 
testing of internal controls over 
select metrics

• Audit committee reporting 
includes recurring sustainability 
and ESG update

• Regular engagement with 
sustainability and ESG business 
stakeholders

• Limited use of technology and data 
analytics for audit testing

Strategic

Integrate sustainability and 
ESG into 

core business strategy and 
operations

• Internal audit plan includes select 
sustainability and ESG risk areas 

• Informal strategy to provide 
assurance over sustainability and 
ESG governance, risk 
management and controls and 
reporting metrics

• Audit committee reporting 
includes sustainability and ESG 
matters on ad hoc basis

• Early relationship with 
sustainability and ESG business 
stakeholders 

Maturing

Meet stakeholder 
expectations by piloting 

innovative initiatives

• Ad hoc internal audits focused on 
avoiding legal or regulatory non-
compliance

• Limited or no strategy to provide 
assurance over sustainability and 
ESG governance, risk 
management, controls and 
reporting metrics

• Audit committee reporting does 
not include sustainability and 
ESG matters

Compliant

Adopt a policy-based, 
compliance approach as a 

cost of doing business

• Performing high-impact 
sustainability and ESG internal 
audits across the enterprise

• Broad reliance by regulators, 
external auditors and third parties 
on internal audit’s testing of 
sustainability and ESG metrics and 
internal controls

• Audit committee reporting 
highlights key sustainability and 
ESG risks, audit results, and 
recommendations

• Technology and data analytics 
platforms enable continuous risk 
and control monitoring

• Internal audit is a key member of 
sustainability and ESG leadership 
committees

Leading

Drive sustainable value and 
promote broad industry focus on 

sustainability and ESG



In the near-term, there is an opportunity for internal audit to strengthen Sustainability and ESG 
management through involvement in three focus areas

Focus areas Key activities

• Review existing or planned sustainability and ESG reporting and 
disclosures for accuracy, completeness, and alignment to relevant 
frameworks and standards

• Provide recommendations to improve the data collection, 
aggregation, and calculation processes that underpin the 
sustainability and ESG metrics being reported

Review and enhance the reliability of 
Sustainability and ESG reporting and 
disclosures

1

2 Assess the organization’s resilience 
to top Sustainability and ESG risks 

• Evaluate the process for identifying and prioritizing material 
sustainability and ESG risks and opportunities for the organization

• Assess controls and other responses implemented for their 
effectiveness to mitigate the top sustainability and ESG risks, 
including the physical and transition risks related to climate change

3 Support the establishment of 
Sustainability and ESG governance and 
controls

• Evaluate and provide guidance on the governance of sustainability 
and ESG matters, including policies, roles and responsibilities, and 
training

• Advise on the design and implementation of sustainability and ESG 
internal controls across the organization, and perform testing to 
validate their effectiveness
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About EY

EY is a global leader in assurance, tax, transaction and advisory services. The insights and 
quality services we deliver help build trust and confidence in the capital markets and in 
economies the world over. We develop outstanding leaders who team to deliver on our 
promises to all of our stakeholders. In so doing, we play a critical role in building a better 
working world for our people, for our clients and for our communities.

EY refers to the global organization, and may refer to one or more, of the member firms of 
Ernst & Young Global Limited, each of which is a separate legal entity. Ernst & Young Global 
Limited, a UK company limited by guarantee, does not provide services to clients. 
Information about how EY collects and uses personal data and a description of the rights 
individuals have under data protection legislation are available via ey.com/privacy. For 
more information about our organization, please visit ey.com.

About EY’s Climate Change and Sustainability Services 

Governments and organizations around the world are increasingly focusing on the 
environmental, social and economic impacts of climate change and the drive for 
sustainability.

Your business may face new regulatory requirements and rising stakeholder concerns. 
There may be opportunities for cost reduction and revenue generation. Embedding a 
sustainable approach into core business activities could be a complex transformation to 
create long-term shareholder value.

The industry and countries in which you operate as well as your extended business 
relationships introduce specific challenges, responsibilities and opportunities.

Our global, multidisciplinary team combines our experience in assurance, tax, transactions 
and advisory services with climate change and sustainability knowledge and experience in 
your industry. You'll receive tailored service supported by global methodologies to address 
issues relating to your specific needs. Wherever you are in the world, EY can provide the 
right professionals to support you in reaching your sustainability goals.
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