
• Sustainability disclosure encompasses a range of topics, but can be summarized for 
disclosure purposes as environmental, social, or governance (“ESG”) issues. 

• There is a growing interest in ESG disclosure among investors. ESG investing is no 
longer a marginal but indeed is widespread.  

• Current corporate sustainability reporting is primarily voluntary. As such, the information 
made available to investors is inconsistent and incomplete. But that firms choose to 
provide sustainability information outside of their Commission filings suggests that it has 
value to some or all of: the companies, their shareholders, customers, and potential 
shareholders. 

• Sustainability issues are now material to an understanding of the company’s financial 
performance. 

• Because most ESG issues relate to future risks management’s judgment to determine 
when disclosure is required is more feasible than bright-line rule-based tests in evaluating 
materiality for purposes of disclosure.  

• Sustainability can be measured adequately for disclosure rules. 
• Rules on: a common set of metrics to value the economic, social and environmental 

benefits; a set of standard valuation methodologies; shadow price inputs; and a measure 
of the risk involved could elicit meaningful disclosure.  

 
Details below: 
 

  



• Sustainability disclosure encompasses a range of topics, but can be summarized for 
disclosure purposes as environmental, social, or governance (“ESG”) issues. 
◦ Sustainability disclosure includes: climate change, resource scarcity, corporate social 

responsibility, and good corporate citizenship. These topics often are characterized 
broadly as environmental, social, or governance (“ESG”) concerns. 

• There is a growing interest in ESG disclosure among investors. ESG investing is no 
longer a marginal but indeed is widespread.  
◦ The systematic and explicit inclusion by investment managers of ESG factors into 

financial analysis “has grown at a stunning pace, at least as reported by money 
managers ... From 2012 to 2014, according to biennial surveys by the US SIF 
Foundation, ESG integration grew nearly eightfold to encompass almost $5 trillion in 
US-domiciled money manager assets.”1 

◦ In a 2015 CFA Institute survey, 73 percent of institutional investors indicated that 
they take environmental, social and governance (ESG) issues into account in their 
investment analysis and decisions, to help manage investment risks.2 

• Current corporate sustainability reporting is primarily voluntary. As such, the information 
made available to investors is inconsistent and incomplete. But that firms choose to 
provide sustainability information outside of their Commission filings suggests that it has 
value to some or all of: the companies, their shareholders, customers, and potential 
shareholders. 
◦ In the U.S. voluntary private sector reporting of key sustainability issues includes: 

greenhouse gas (GHG) emissions, environmental impacts and labor standards.  
◦ In Canada voluntarily reporting on economic, environmental and governance 

performance is mainly emissions and pollutant related. 
◦ Firms are creating and contributing corporate social responsibility reports to 

databases that aggregate these reports.  
▪ For example, the Corporate Register is a database of corporate responsibility 

reports at http://www.corporateregister.com; and, Sustainability Disclosure 
Database of the Global Reporting Initiative is available at 
http://database.globalreporting.org 

• Sustainability issues are now material to an understanding of the company’s financial 
performance. 
◦ Stranded assets are possible as carbon, water, air emissions etc. becomes more 

expensive (as the market or regulated price of these basic inputs for companies 
approach the social cost). 

◦ Governments are setting targets to curb greenhouse gas emissions (as they did with 
air and water pollution and stormwater management) and the regulatory risks of not 
internalizing the cost of carbon are becoming key drivers of investment returns. 

◦ Returns are correlated with ESG: “ESG factors cannot be divorced from financial 
analysis. We view a strong ESG record as a mark of operational and management 

                                                           
1 US SIF Foundation, Unlocking ESG Integration, Sept. 2015, p. 3. 
2 CFA Institute, Environmental, Social and Governance Survey, p. 5 (June 2015), 
https://www.cfainstitute.org/Survey/esg_survey_report.pdf . Survey studied 1,325 institutional investors. 
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excellence. Companies that score high on ESG measures tend to quickly adapt to 
changing environmental and social trends, use resources efficiently, have engaged 
(and, therefore, productive) employees, and face lower risks of regulatory fines or 
reputational damage.”3 

◦ By not counting the full social, environmental and financial cost of building and 
infrastructure projects, infrastructure firms are increasing their financial risk. 
Investors should be made aware of the extent to which companies involved in 
building and infrastructure projects take responsibility for their externalities. 

• Because most ESG issues relate to future risks management’s judgment to determine 
when disclosure is required is more feasible than bright-line rule-based tests in evaluating 
materiality4 for purposes of disclosure.  
◦ Principles-based disclosure requirements rely on a registrant’s management to 

evaluate the significance of information in the context of the registrant’s overall 
business and financial circumstances and determine whether disclosure is necessary. 

◦ Prescriptive disclosure requirements employ objective, quantitative thresholds to 
identify when disclosure is required, or require registrants to disclose information in 
all cases.  

• Sustainability can be measured adequately for disclosure rules. 
◦ Sustainability is a more useable concept when it is relative rather than absolute. 

Companies activities are not sustainable or not but more or less.  
◦ Sustainability Accounting Standards Board (SASB) issues standards for 79 industries, 

consistent with the definition of materiality. SASB standards enable companies to 
make better disclosures on material sustainability-related information to investors 
consistent with SEC requirements, without the need for rulemaking. SASB standards 
are designed to be cost-effective for issuers and decision-useful for analysts and 
investors, providing the ability to compare and benchmark performance, which is 
essential for informing investment decisions and assessing relative sustainability. 
SASB has provisional sustainability accounting standards for the infrastructure sector. 

◦ Infrastructure has been developing its own standards for sustainability: Envision, 
LEED, and BREEAM. 

◦ By not counting the full social, environmental and financial cost of building and 
infrastructure projects, engineering and architecture firms are unnecessarily 
increasing the financial risk of their firms and of their, and their clients', infrastructure 
projects. Companies involved in building and infrastructure projects should take 
responsibility for their externalities. Investors should be made aware of the extent to 
which they are doing so, or not. 
▪ Many of the intangible costs and benefits encountered during infrastructure 

projects are related to sustainability. Project delays can be caused by not 
                                                           
3 BlackRock Investment Institute, The Price of Climate Change, Oct. 2015, p. 7. 
4 information is material if there is a substantial likelihood that a reasonable investor would consider the 
information important in deciding how to vote or make an investment decision. Further, information is material if 
there is a substantial likelihood that disclosure of the omitted fact would have been viewed by the reasonable 
investor as having significantly altered the “total mix” of information available. P. 37 



anticipating risks, regulatory delays, or stakeholders' perceived negative 
consequences. If an Architecture, Engineering and Consulting (AEC) firm is 
designing an infrastructure project and has not developed a plan to deal with 
wetland loss it may have angry birders on its case. When peoples' hackles are 
raised, environmental and social risks can quickly become project and financial 
risks with real dollar impacts. This is why so many companies in industries with 
active opponents or sensitive stakeholders are using Cost Benefit Analysis (CBA) 
to put prices on non-market goods and services.  

◦ CBA can be used to measure relative sustainability (relative to a building standard or 
a base case design) and has been standardized and can be embedded into engineering, 
architecture and design processes such as Building Information modelling (BIM).  

◦ Standardization of the data, methodologies, and output from CBA is required to make 
it accessible to AEC firms in their familiar planning, design, and construction 
processes. A standardized cost benefit framework that monetizes externalities allows 
AEC firms to respond rationally and in ways that are simultaneously defensible and 
transparent to all stakeholders. Using non-market or shadow prices, internalizing 
externalities, or valuing the environmental, social as well as the financial risks are all 
ways for AEC firms to address the obligation to fully assess the impacts and returns 
associated with their infrastructure projects. 

• Rules on: a common set of metrics to value the economic, social and environmental 
benefits; a set of standard valuation methodologies; shadow price inputs; and a measure 
of the risk involved could elicit meaningful disclosure.  
◦ 2009-2016 TIGER grants (Transportation Infrastructure Generating Economic 

Recovery) standardize the data in, the methodology, and the format of the output for 
competitive federal funds for transportation infrastructure. 

◦ The example of the TIGER framework is flexible enough to address issues that 
evolve over time 

 


