
 
 

 

 
 

 
 July 6, 2016 
 
 
To Whom It May Concern: 
 
The American Forest & Paper Association (AF&PA) appreciates the opportunity to 
comment on the Sustainability Accounting Standards Board’s (SASB) revised draft 
Conceptual Framework that will guide SASB’s standards development process. 
 
(AF&PA serves to advance a sustainable U.S. pulp, paper, packaging, tissue and wood 
products manufacturing industry through fact-based public policy and marketplace 
advocacy. AF&PA member companies make products essential for everyday life from 
renewable and recyclable resources and are committed to continuous improvement 
through the industry’s sustainability initiative - Better Practices, Better Planet 2020. The 
forest products industry accounts for approximately 4 percent of the total U.S. 
manufacturing GDP, manufactures over $200 billion in products annually, and employs 
approximately 900,000 men and women. The industry meets a payroll of approximately 
$50 billion annually and is among the top 10 manufacturing sector employers in 47 
states.  
 
AF&PA is concerned about SASB’s mission to develop standards for Security and 
Exchange Commission (SEC) reporting.  Over the last few years SASB has clarified 
that it considers its standards to be voluntary and that it was not seeking to have the 
SEC require the use of its standards.  Recently, however, SASB issued a “Key 
Messages” document in response to the SEC’s Concept Release on Business and 
Financial Disclosure Required by Regulation S-K.  Among SASB’s key messages is that 
“SASB standards should be used as the market standard for sustainability 
accounting.” AF&PA is concerned about these apparently contradictory messages on 
the voluntary nature of SASB’s standards, and this should be addressed more 
definitively in SASB’s Conceptual Framework.  
 
We also are concerned about SASB’s failure to follow ANSI-accredited procedures for 
developing its standards.  Although SASB is an ANSI-accredited standards developer, 
SASB did not follow its ANSI-accredited procedures as it developed its provisional 
standards.  As discussed in more detail in our comments on the draft Rules of 
Procedure document, SASB should ensure its rules provide procedural safeguards in 
line with ANSI-accredited procedures. 
 
SASB states that it intends the disclosure of environment, social and governance (ESG) 
information to be purely for accurate and complete accounting to determine 
performance differences within industry groups, and not for the creation of policies or 
regulatory action. The draft conceptual framework states that “SASB takes an evidence-
based approach to assess the likelihood of material impacts,” and that “[t]his approach 
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considers evidence of interest to investors and evidence of financial impact.” Therefore, 
it is appropriate that two of the stakeholders groups engaged in the process of 
developing SASB standards are corporate issuers and the investor community. 
However, the inclusion of the third category of participants – accountants, lawyers, 
public servants, NGO groups - during the standards development process and their 
continued inclusion as the standards are being finalized, has allowed policy and non-
financial concerns to influence the topics and metrics included in the provisional 
standards, presenting a potential conflict of interest. 
 
If SASB was following its ANSI-accredited procedures, then it might be appropriate to 
include those stakeholders as general interest stakeholders. However, since SASB is 
not proposing to follow those procedures, there is no place for this third group on the 
Standards Council. 
 
AF&PA has spent significant time examining and commenting on SASB draft standards. 
As our members continue to have concerns about the comparability and other aspects 
of the metrics in the standards, we appreciate that SASB intends to undertake a 
thorough review of the standards, and is providing an opportunity for our participation in 
that process. 
 
 
 
  
 Sincerely, 

  
 Jerry Schwartz 

 Senior Director, Environment and Energy Policy 
 
 



 
 

 

 
 

 
 July 6, 2016 
 
 
To Whom It May Concern: 
 
The American Forest & Paper Association (AF&PA) appreciates the opportunity to 
comment on the Sustainability Accounting Standards Board’s (SASB) rules of 
procedure document (the Proposal) that will guide SASB’s standards development 
process going forward. 
 
AF&PA serves to advance a sustainable U.S. pulp, paper, packaging, tissue and wood 
products manufacturing industry through fact-based public policy and marketplace 
advocacy. AF&PA member companies make products essential for everyday life from 
renewable and recyclable resources and are committed to continuous improvement 
through the industry’s sustainability initiative - Better Practices, Better Planet 2020. The 
forest products industry accounts for approximately 4 percent of the total U.S. 
manufacturing GDP, manufactures over $200 billion in products annually, and employs 
approximately 900,000 men and women. The industry meets a payroll of approximately 
$50 billion annually and is among the top 10 manufacturing sector employers in 47 
states.  
 
AF&PA’s sustainability initiative - Better Practices, Better Planet 2020 - is the latest 
example of our members’ proactive commitment to the long-term success of our 
industry, our communities and our environment. We have long been responsible 
stewards of our planet’s resources. Our member companies have collectively made 
significant progress in each of the following goals, which comprise one of the most 
extensive quantifiable sets of sustainability goals for a U.S. manufacturing industry: 
increasing paper recovery for recycling; improving energy efficiency; reducing 
greenhouse gas emissions; promoting sustainable forestry practices; improving 
workplace safety; and reducing water use. 
 
General Reaction to the Proposal 
 
AF&PA is disappointed with the overall lack of due process protections provided in the 
Proposal.  As discussed below, we consistently have called for SASB to develop its 
standards through a process consistent with the ANSI’s Essential Requirements: due 
process Requirements for American National Standards. The Proposal omits the use of 
SASB’s ANSI-accredited procedures, and the new elements it includes are not much 
more than the minimal due process requirements one would expect for any standard 
setting organization—having open meetings, agendas and minutes, majority votes, 
public comment opportunities, publicly available documents, etc. The Proposal includes 
a new oversight board, but that board’s role is too limited to provide the procedural 
protections ANSI affords. More specific comments are provided below. 
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SASB Standards Setting Organization (SSO) and Standards Council 
 
While it is a positive step to formalize the structures and roles of these two entities, 
those basic roles do not appear to have changed very much under the Proposal. SASB 
has worked on individual provisional standards and interacted with stakeholders to 
develop those standards. After public comment on draft provisional standards, the 
Standards Council was the entity that approved them. Thus, while providing more 
transparency in the process is welcome, it does not appear to be a major change from 
the existing process. 
 
AF&PA members also are concerned about the composition of the Standards Council, 
specifically the inclusion of a third category of stakeholders - accountants, lawyers, 
public servants and NGOs. Since SASB standards are intended to facilitate 
communication between corporate issuers and investors, the inclusion of this third 
group is inappropriate due to potential conflicts of interest. Inclusion of this third 
stakeholder group as an “equal” stakeholder at the table increases the likelihood of 
companies reporting immaterial and less decision-useful information in their company 
reports for investors due to the introduction of policy and self-serving business agendas 
to the standards development process.  This also makes use of SASB standards less 
cost-effective. If SASB was following its ANSI-accredited procedures, then it might be 
appropriate to include those stakeholders as general interest stakeholders. However, 
since SASB is not proposing to follow ANSI standards development requirements, there 
is no place for this third group on the Standards Council. 
 
Standards Oversight Committee (SOC) 
 
Instituting a board-level oversight committee with responsibilities to ensure due process 
is a positive step. It does not, however, substitute for the panoply of due process 
protections provided by an ANSI-compliant process (see below). We also are 
disappointed that the SOC will be “responsible for receiving and handling stakeholder 
complaints regarding the adequacy of due process in standards-setting. The Committee 
will not hear complaints of a purely technical nature, which well be heard by the 
Standards Council (emphasis added).” While the Council will include three “corporate 
issuer members,” there are no procedural safeguards to adjudicate technical complaints 
by representatives of industries subject to the SASB standards. 
 
ANSI Due Process Protections  
 
AF&PA has commented on eight exposure draft industry standards and has consistently 
advocated that SASB develop its standards through a process consistent with the 
ANSI’s Essential Requirements: due process requirements for American National 
Standards.  As we noted in our comments,  
 

“Adherence to ANSI Essential Requirements provides stakeholders with 
assurances that needed procedural safeguards are present.  This is especially 
important, if, as is the case here, there is the potential for a government agency--
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the Securities and Exchange Commission (SEC)--to mandate the use of a 
standard (although, as discussed above, we strongly believe the standard should 
be voluntary). Government standards typically are developed through a notice 
and comment process and are subject to numerous due process protections for 
stakeholders, including in many cases, judicial review. Private standards adopted 
for government use should be developed with the same level of due process 
protection.” 

 
Over the last few years SASB has clarified that it considers its standards to be voluntary 
and that it was not seeking to have the SEC require the use of its standards. Recently, 
however, SASB issued a “Key Messages” document in response to the SEC’s  
Concept Release on Business and Financial Disclosure Required by Regulation S-K.  
Among SASB’s key messages is that “SASB standards should be used as the 
market standard for sustainability accounting.” While the document also states that 
its standards could be “a way” for companies to comply with disclosure requirements, it 
is clear that SASB is seeking SEC- endorsement of its standards. Therefore, our due 
process concerns are heightened and, as we have stated in our comments excerpted 
above, the ANSI procedures provide the due process protection needed for government 
use of private standards. The paragraphs below provide just a few examples of where 
the Proposal falls short of ANSI’s Essential Requirements.  
 
• Due process for future updates after the standards are finalized is inadequate. ANSI 

procedures for updating standards involve public notice and comment on any 
revisions. According to the Essential Requirements, ANSI is to be notified of any 
“project to develop or revise an American National Standard,” and proposals are 
subject to a public comment period of either 30, 45 or 60 days depending on how the 
revisions are made available to the public.1 

 
Under the Proposal, however, the Standards Council updates the standards based 
upon proposals for revision initiated by SASB staff, the Standards Setting 
Organization, for each industry sector, or ad-hoc Advisory Groups. The Proposal 
describes the existing processes for public comment during the development of the 
provisional standards and the proposed process for codification. However, there is a 
lack of clarity and rigor with the procedures and public engagement for revisions to 
the standards. Beyond a statement about soliciting stakeholder and public feedback, 
there is no formal process for stakeholders to raise concerns about the standards, 
no formal public comment period, and no process of appeals after a vote by the 
Standards Council. 

 
• ANSI due process involves extensive procedures to resolve conflicts even after 

public review. If a conflict remains after the vote of the consensus body, ANSI 
standards include a formal appeals process. According to the ANSI Essential 

                                            
1 ANSI Essential Requirements: Due process requirements for American National Standards, January 
2016. 
https://share.ansi.org/shared%20documents/Standards%20Activities/American%20National%20Standard
s/Procedures,%20Guides,%20and%20Forms/2016_ANSI_Essential_Requirements.pdf  

https://share.ansi.org/shared%20documents/Standards%20Activities/American%20National%20Standards/Procedures,%20Guides,%20and%20Forms/2016_ANSI_Essential_Requirements.pdf
https://share.ansi.org/shared%20documents/Standards%20Activities/American%20National%20Standards/Procedures,%20Guides,%20and%20Forms/2016_ANSI_Essential_Requirements.pdf
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Requirements, “[t]he written procedures of an ANSI-Accredited Standards Developer 
(ASD) shall contain an identifiable, realistic, and readily available mechanism for the 
impartial handling of procedural appeals regarding any action or inaction.” The 
Proposal does not contain any appeals process for resolving such conflicts. 

 
In short, despite continuing to cite ANSI accreditation, the Proposal fails to meet ANSI’s 
due process requirements. In the spirit of public disclosure and transparency, it would 
be appropriate for SASB to publicly provide its ANSI-accredited procedures and an 
explanation of why it decided not to incorporate them in the Proposal. If SASB is not 
planning to follow their ANSI accredited procedures in their standards development 
process, SASB should cease referring to themselves as an ANSI- accredited standards 
developer because it is misleading. 
 
Conclusion 
 
AF&PA has spent significant time examining and commenting on SASB draft standards. 
Our members continue to have concerns, not only with the technical merits of the 
standards, but the process used to develop them. Our concerns about due process in 
the development of SASB’s standards have not been allayed with the release of the 
Proposal, and we recommend that SASB rework the document to address these 
concerns. 
 
Thank you for your consideration of these comments.  If you have any questions, please 
contact me at  
 
  
 Sincerely, 

    
      
 Jerry Schwartz 

 Senior Director, Environment and Energy Policy 
 
 



 

 

 

 

July 6, 2016 

VIA E-Mail comments@sasb.org  

Sustainability Accounting Standards Board  
Attn: Bryan Esterly 
1045 Sansome Street, Suite 450 
San Francisco, CA 94111 

Re: AGA’s Comments on the SASB’s Proposed Rules of Procedure  

Dear Mr. Easterly:  

The American Gas Association (AGA) appreciates the opportunity to comment on the 

Sustainability Accounting Standards Board’s (SASB) Proposed Rules of Procedure. 

 

The American Gas Association, founded in 1918, represents more than 200 local energy 

companies that deliver clean natural gas throughout the United States. There are more than 72 

million residential, commercial and industrial natural gas customers in the U.S., of which 95 

percent – just under 69 million customers – receive their gas from AGA members. AGA is an 

advocate for natural gas utility companies and their customers and provides a broad range of 

programs and services for member natural gas pipelines, marketers, gatherers, international 

natural gas companies and industry associates. Today, natural gas meets more than one-fourth 

of the United States’ energy needs. 

 

AGA and its members are leaders in sustainability and have participated for over 20 years in the 

EPA’s voluntary Natural Gas STAR program to share technologies and innovations for improving 

the environmental performance of natural gas systems.1 AGA’s Board of Directors has adopted 

                                                           
1 Environmental Protection Agency, Natural Gas STAR Program, http://www3.epa.gov/gasstar/basic-
information/index.html#overview1.  

mailto:comments@sasb.org
http://www3.epa.gov/gasstar/basic-information/index.html#overview1
http://www3.epa.gov/gasstar/basic-information/index.html#overview1
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a Commitment to Enhancing Safety,2 and has approved voluntary AGA guidelines3 for reducing 

natural gas emissions. As a result of our members’ commitment to safety and efforts to 

modernize their distribution infrastructure, the recent updated EPA Inventory of Greenhouse 

Gas Emissions issued April 15, 2016 shows that emissions from natural gas distribution have 

dropped an impressive 74 percent since 1990, even as the industry added over 300,000 miles of 

distribution mains to serve 17 million more customers, an increase of 30 percent in both cases.  

AGA members also showed up in force to support the launch of EPA’s new voluntary Methane 

Challenge program in March 2016.4  All 41 companies that volunteered as Founding Partners 

are AGA members. However, as detailed below, while we actively support sustainability, we 

have serious concerns about shortcomings in the non-transparent and unbalanced process 

already used to develop SASB’s Gas Utilities Provisional Standard and the failure of the 

Proposed Rules of Procedure to meet basic requirements for American National Standards 

Institute (ANSI)-accredited standards bodies.   

 

AGA is an ANSI-accredited standards body, and we have extensive experience following proper 

ANSI procedures to develop ANSI-accredited consensus industry standards.  SASB’s process is 

clearly not consistent with ANSI requirements. We encourage SASB to revise its Rules of 

Procedure and governance structure to align with ANSI requirements for consensus industry 

standards development and to reassess its draft or provisional standards following the ANSI 

process.  

 

I. The Process Described Does Not Reflect a Transparent, Market-Informed or 
Balanced Approach to Standard-Setting  

 

Although SASB claims ANSI accreditation in the Rules of Procedure5 and in its website and other 

materials, SASB has not followed ANSI Essential Requirements for processing the proposed 

change in procedure. First, the proposed change in procedure has not been coordinated 

through ANSI. Second, it has not been announced in an ANSI Standards Action Notice.  Third, it 

                                                           
2 Natural Gas Utilities Renew Commitment to Enhancing Safety, October 2015, 
https://www.aga.org/news/news-releases/natural-gas-utilities-renew-commitment-enhancing-safety.  
3 AGA Guidelines for Reducing Natural Gas Emissions From Distribution Systems, May 17, 2014, 
https://www.aga.org/sites/default/files/aga_guidelines_for_natural_gas_emission_reduction_bd_approved_m
ay_17_2014.pdf.  
4  See EPA Methane Challenge web site, https://www3.epa.gov/gasstar/methanechallenge/ . 

5  Proposed Rules of Procedure, p. 1. 

http://webstore.ansi.org/default.aspx
http://webstore.ansi.org/default.aspx
https://www.aga.org/news/news-releases/natural-gas-utilities-renew-commitment-enhancing-safety
https://www.aga.org/sites/default/files/aga_guidelines_for_natural_gas_emission_reduction_bd_approved_may_17_2014.pdf
https://www.aga.org/sites/default/files/aga_guidelines_for_natural_gas_emission_reduction_bd_approved_may_17_2014.pdf
https://www3.epa.gov/gasstar/methanechallenge/
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is doubtful that ANSI would approve the Proposed Rules of Procedure. SASB concedes in a 

footnote on page 5 of the Proposed Rules of Procedure: 

At time of publication, SASB has not formed a Consensus Body or declared its 
intent to develop an American National Standard through the ANSI Project 
Initiation Notification System (PINS). These Rules of Procedure are not intended 
to be considered Standards Development Procedures in compliance with ANSI 
Essential Requirements. 
 

This statement is strange and logically inconsistent, since ANSI accreditation is achieved only 

through submittal of a standards development procedure.  We question how SASB obtained its 

accreditation, and can only surmise that SASB must have submitted a Rules of Procedure 

document to ANSI at some time in the past.  SASB evidently followed that Rule of Procedure to 

develop its Draft and Provisional Standards – including those purporting to cover natural gas 

utilities. Failure to disclose that procedure now hardly represents a transparent process, and it 

is certainly inconsistent with ANSI requirements. 

 

The appeals process is also insufficiently transparent.  The procedure does not contain an ANSI 

required appeals process. Appeals and complaints are briefly mentioned but not fully 

described.6  A Standards Oversight Committee (subset of the board) receives and reviews 

appeals and other complaints. There are no details or time limits on how these appeals are 

handled. 

 

The process also ensures an unbalanced approach to standards development, largely due to the 

lack of representation from affected industries, as we discuss below in section III.   

 

II. SASB’s Proposed Process will Not Facilitate Material, Decision-Useful or Cost-
Effective Disclosures 

 

A fundamental flaw woven into the fabric of SASB’s Rules of Procedures is the absence of any 

meaningful representation on its key voting bodies by individuals with operational expertise in 

the 79 industries to be covered by SASB’s “standards.”  The Proposed Rules of Procedure 

provide for “consultation” with corporate issuers, but there is no provision for true, balanced 

representation of the affected industry on the body that is balloted and allowed to vote on 

proposed standards, as would be required for ANSI consensus standards.   

                                                           
6  Proposed Rules of Procedure, pp. 2. 
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Industry expertise is critical to developing cost-effective, relevant consensus standards, 

particularly for a highly-regulated industry such as natural gas distribution utilities.  The 

business model and operating issues for gas utilities differ significantly from non-utility 

industries.  State public utility commissions closely regulate the rates gas utilities may charge 

their customers, the allowable profits they can earn on gas delivery services, the mechanisms 

used to allow the utility to pass through the cost of the natural gas commodity (with no profit), 

and the level of capital expenditures the utility is allowed to incur to install or replace 

distribution pipelines and ensure a safe and reliable gas delivery system.  The U.S. Department 

of Transportation, Pipeline Safety and Hazardous Materials Administration (PHMSA) also 

regulates utility pipeline safety under a series of highly technical regulations.  This requires 

involving the gas utility industry and those with relevant expertise in any attempt to craft 

standards affecting gas utilities.  Accordingly, AGA was disappointed that the work groups SASB 

used to create the Draft Gas Utilities Standard did not allow for input from the industry but only 

surveyed a limited number of utility employees who lacked the requisite array of technical 

expertise and who were not allowed to consult with their companies or colleagues who could 

have provided the necessary expertise.  It appears SASB’s process going forward will continue 

to provide inadequate representation for the gas utility industry.  

 

According to the Proposed Rules of Procedure:  

The SASB will regularly consult with relevant stakeholders for input on its 
standards-development process. Generally the SASB will focus stakeholder 
“consultation on corporate issuers, investors, analysts, and other market 
participants and intermediaries 

 
It is not clear how this “consultation” would take place, or who would determine what actions 

or disclosures might be “cost-effective” for a particular industry or how they would make such a 

determination.  There is no indication that SASB would consult with “corporate issuers” with 

balanced representation in each of the 79 affected industries for each of the 79 standards.  As 

discussed below, the proposed governance structure would give authority to vote on standards 

to only three “corporate issuer representatives” – out of 79 different industries.7  That 

necessarily means that individuals that have no expertise in gas utility operations or 

understanding of its regulatory context will vote on standards for gas utilities. With respect, we 

believe that an individual with expertise in another industry cannot hope to know what types of 

disclosures might be material, decision-useful or cost-effective for natural gas distribution 

utilities.     

 

                                                           
7     See Proposed Rules of Procedure, p. 9. 
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III. The Governance Structure is Not Clear or Appropriate and is Virtually Guaranteed 
to Produce Poor-Quality Outcomes 

 

SASB purports to create accounting standards in 10 sectors covering 79 industries.  State utility 

commission-regulated natural gas and electric utilities are combined in a sector called 

“Infrastructure” with such unrelated industries as waste management, real estate owners, 

developers & investment, home builders and real estate services.8 Even if there were one 

representative for each sector, that lone representative would not have the requisite 

knowledge to understand the operations and business model for all the disparate industries in 

what SASB calls the “Infrastructure” sector.  And yet, according to the Proposed Rules of 

Procedure:  

The Standards Council will be composed of nine members appointed by the SASB Board 
of Directors, including a Chair, with equal representation of corporate issuers, investors, 
and a third category of other stakeholders such as accountants, lawyers, public servants, 
nongovernmental organizations.9 

 

In the Proposed Rules of Procedure, SASB claims to have balanced representation: 

Standards Council Membership: The SASB’s Standards Council, which ultimately votes to 

ratify any changes to the SASB Code, will be comprised of balanced representation from 

each of the SASB's key stakeholder groups. 

However, with only nine members – only three of whom would be drawn from corporate 

issuers – and a need to provide balanced representation of 79 different industries, it is clearly 

impossible for the Standards Council to achieve balanced representation of all sectors and 

industries covered by SASB. It is unclear if any of the affected sectors or industries will be 

represented on the council.   

 

Further, the Proposed Rules of Procedure state that a Standards Setting Organization (SSO) will 

develop standards and seek stakeholder and public feedback to inform their work, but there is 

no indication regarding who will be appointed to the SSO and how affected industries would be 

represented on the SSO, if at all.  Given references to SSO staff, it appears this body may be 

                                                           
8  SASB Proposed Conceptual Framework, Exposure Draft, Appendix: SASB’s Sustainable Industry 
Classification SystemTM. 

9  Id., Executive Summary, p. 1; see also p. 9. 
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comprised solely of SASB employees.  Only the “Standards Council, however, will have the 

ultimate authority to approve or reject standards proposed by the SASB staff.”10 

 

The Standards Council would be appointed by the SASB Board, but the Proposed Rules of 

Procedure are silent as to the composition of the Board.  There is no indication that the Board 

would be balanced or representative.  The procedures should also detail the composition of the 

Board Governance and Nominating Committee, which has influence over the Board Standards 

Oversight Committee and the Standards Council. 

 

In footnote 1, SASB notes that it has not formed a “Consensus Body” or declared its intention to 

develop any standards following ANSI’s requirements.    We believe SASB’s reluctance to follow 

the standard-setting process established by ASNI undermines SASB’s influence.  If SASB wishes 

to continue prominently announcing its ANSI affiliation on its website and in its publications, to 

avoid being misleading, SASB should undertake to develop a process and governance structure 

that meets ANSI requirements, then follow ANSI requirements in standards development. 

 

In conclusion, AGA finds that SASB’s Proposed Rules of Procedures are fatally flawed.  We 

encourage SASB to follow ANSI’s requirements in its process and standards development. AGA 

will provide comments on SASB’s Provisional Gas Utilities Standard at a later date.  For now we 

will note that the process SASB used in its development prevented effective representation of 

the gas utility industry by individuals with the requisite expertise in gas utility operations and 

environmental management, and this inevitably resulted in a Draft Standard that would not 

offer useful guidance for making material disclosures on sustainability issues.11  While we 

appreciate SASB’s attempt to respond to our comments by making changes in the Provisional 

Standard, it still misses the mark, most likely because it rests on a shaky foundation created by 

the original lack of balanced, representative gas utility industry input in the process used to 

develop the Draft Standard. 

  

                                                           
10 Proposed Rules of Procedure, p. 8. 

11  See AGA’s Comments on SASB’s Draft Gas Utilities Standard, January 28, 2016 at 
https://www.aga.org/sites/default/files/2016_01_28_aga_comments_sasb_natural_gas_distribution_final.pdf.  

https://www.aga.org/sites/default/files/2016_01_28_aga_comments_sasb_natural_gas_distribution_final.pdf
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We caution that the SASB must refrain from any characterization of AGA’s comments as 

providing any form of support or validation of the Proposed Rules of Procedure or SASB’s 

standards development, including any inference that industry input was satisfactorily 

considered in the development of SASB’s Proposed Rules of Procedure or other SASB 

documents, or that any resulting Gas Utilities Standard represents a “consensus” based on 

alleged industry input. 

 

If you have any questions, please contact me. 

 

Sincerely yours, 

 

Pamela Lacey 
Chief Regulatory Counsel 
American Gas Association  
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July 6, 2016 
Sustainability Accounting Standards Board  
1045 Sansome Street, Suite 450 
San Francisco, CA 94111 
 
Reference: SASB Conceptual Framework and SASB Rules of Procedure 
 
Ladies and Gentlemen: 
 
The Assurance Services Executive Committee (“ASEC”) Sustainability Assurance and Advisory Task Force (“the 
Task Force”) of the American Institute of Certified Public Accountants is pleased to offer comments on the 
proposed SASB Conceptual Framework and SASB Rules of Procedure. The Task Force commends the Board’s 
effort in issuing provisional sustainability accounting standards for all 79 SICS industries and supports its post-
provisional phase objective of codifying the standards and maintaining them into the future.   
 
This letter provides the Task Force’s responses to certain questions for respondents related to the SASB 
Conceptual Framework and provides general observations with regard to the SASB Rules of Procedure. 
 
Conceptual Framework - Questions for Respondents  
 
Question 1: Do you find this Conceptual Framework understandable? If not, which particular section(s) of this 
document do you find difficult to understand? Do you have suggestions on how to make those sections clearer? 
 
Comment 
Overall, the Conceptual Framework is understandable; however, certain aspects of the “Technical Protocols” 
description in Section 5 (which appears below) are unclear. 
 
Extract:  
 

“More specifically, each SASB standard includes the following standardized elements:”… 
 

“TECHNICAL PROTOCOLS  
For each sustainability accounting metric, technical protocols provide guidance on definitions, scope, 
accounting guidance, compilation, and presentation that may serve as the basis for “suitable criteria,” 
defined by the PCAOB’s AT Section 101 as having the following attributes:  
 Objectivity: Criteria should be free from bias.  
 Measurability: Criteria should permit reasonably consistent measurements, qualitative or 

quantitative, of subject matter.  
 Completeness: Criteria should be sufficiently complete so that those relevant factors that would 

alter a conclusion about subject matter are not omitted.  
 Relevance: Criteria should be relevant to the subject matter.”  
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Observations: 
• “Technical Protocols” are listed as one of the “Elements of Standardized Presentation” – it is not clear 

what a technical protocol as an element of standardized presentation means.  Further clarification would 
be helpful. 

• It is not clear what “For each sustainability accounting metric, technical protocols provide guidance on 
definitions, scope, accounting guidance, compilation, and presentation that may serve as the basis for 
“suitable criteria,”…” means.  Does it mean that for each metric the technical protocol should provide 
suitable criteria?  We support the aim of developing standards that serve as suitable criteria; that is, we 
strongly encourage striving for the development of standards that are themselves suitable criteria as 
opposed to only a basis for suitable criteria. 

     
Question 3: Are the principles and criteria discussed in Section 4 of this Conceptual Framework sufficient to 
produce outcomes that meet SASB’s core objectives (i.e., disclosures that are material, decision-useful, and cost-
effective)? If not, why not? Are there any other principles or criteria you believe SASB should consider when 
selecting topics and/or metrics?   
 
Comment 
With regard to the “verifiable” criterion for accounting metrics, the following is stated on page 14 of the proposed 
Conceptual Framework “Verifiable: Metrics are capable of supporting effective internal controls for the purposes 
of data verification and assurance”. We believe that it is not the metrics that should be capable of supporting 
effective internal control, but effective internal control that should be capable of supporting the metrics for the 
purposes of data verification and assurance. Furthermore, it is not only internal control that contributes to metrics 
being verifiable.  In order for metrics to be verifiable, it is also necessary that the metrics be suitable criteria.  As 
previously mentioned, we strongly encourage striving for the development of standards (and metrics) that are 
themselves suitable criteria as opposed to only a basis for suitable criteria.  As indicated in the AICPA’s AT-C 
Section 105, suitable criteria are those that exhibit all of the following characteristics:  

• Relevance. Criteria are relevant to the subject matter.  
• Objectivity. Criteria are free from bias. 
• Measurability. Criteria permit reasonably consistent measurements, qualitative or quantitative, of subject 

matter. 
• Completeness. Criteria are complete when subject matter prepared in accordance with them does not omit 

relevant factors that could reasonably be expected to affect decisions of the intended users made on the 
basis of that subject matter.   

(Please also see comments in response to Question 4 below which are related in that they provide observations 
with regard to SASB’s core objective of providing disclosures that are decision-useful.) 
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Question 4: Are there any other matters or issues that you believe the SASB should consider in finalizing the 
revisions to its Conceptual Framework?  
 
Comment 
With regard to one of SASB’s Core Objectives of providing investors with decision-useful information, it is noted 
on page 7 of the proposed Conceptual Framework that “The decision-usefulness of sustainability information is 
enhanced when it is representationally fair, comparable, complete, verifiable, neutral, and distributive.” We 
believe that in order for these objectives to be met the disclosures of each quantified metric subject to large 
measurement uncertainty should include quantification of the measurement uncertainty.  Only with this 
information is the reported quantified metric complete and only with this information is the reported metric 
understandable, comparable and useful.  Further, we believe that in order for sustainability information to be 
decision-useful it needs to be reliable and not only “verifiable”. We believe that reliable information is more likely 
to be decision-useful than verifiable information.  We further believe that in order for the information to be 
reliable, it needs to have been assured by a professional assurance provider following professional assurance 
standards (such as the AICPA’s AT-C Sections 105, 205 and 210).  This view is shared by investors as indicated 
in response to a 2015 CFA Institute Survey where 69% of the respondents indicated that they believe it is 
important that ESG disclosures be subject to independent verification1. Given this, we strongly encourage 
incorporation of the concept of reliability (as described above) as a characteristic of ‘decision-useful information’.   
 
 
Rules of Procedure – General Observations 
 
On page 1 of the proposed Rules of Procedure it is stated that “The Standards Council will be composed of nine 
members appointed by the SASB Board of Directors, including a Chair, with equal representation of corporate 
issuers, investors, and a third category of other stakeholders such as accountants, lawyers, public servants, non-
governmental organizations.”  We strongly support and encourage the inclusion of accountants in the category of 
other stakeholders.  In particular, we believe the inclusion of practitioners in public practice with strong assurance 
backgrounds would contribute greatly to the guiding principle of Quality described on page 7 of the proposed 
Rules of Procedure.  Furthermore, we support the use of Advisory Groups (described on page 14 of the proposed 
Rules of Procedure) to support the SSO staff and the Standards Council in producing material, decision-useful, 
and cost effective standards.  We strongly encourage, and would be pleased to assist with, reinstituting the 
Assurance Advisory Group which we believe would be particularly helpful in contributing towards the guiding 
principle of Quality and could provide valuable guidance on the incorporation of necessary assurance-related 
content in the SASB Conceptual Framework and SASB Rules of Procedure. 
 

******** 
 
 

                                                        
1 https://www.cfainstitute.org/ethics/Documents/esg_survey_report.pdf  
A total of 1,325 portfolio managers and research analysts from around the world responded to the CFA Institute survey with 55% of 
the respondents being from the United States. 

https://www.cfainstitute.org/ethics/Documents/esg_survey_report.pdf
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We appreciate the opportunity to comment on the SASB Conceptual Framework and SASB Rules of Procedure. 
We are available to discuss our comments with Board members or staff at your convenience. 
 
 
Sincerely, 

 

 

 

Susan S. Coffey, CPA, CGMA 

Senior Vice President, Public Practice & Global Alliances 

American Institute of Certified Public Accountants  



 

 

 

 

 

 

 

July 6, 2016 

The Honorable Michael R. Bloomberg 

Chairman of the Board 

Sustainability Accounting Standard Board 

1045 Sansome Street, Suite 450 

San Francisco, CA 94111 

 

Re:  Comments on the Sustainability Accounting Standards Board “Rules of 

Procedure”, dated April 7, 2016 

 

Dear Mr. Bloomberg: 

 

The American Water Works Association (AWWA) appreciates the opportunity to 

comment on the Sustainability Accounting Standards Board’s “Rules of Procedure” 

exposure draft Dated April 7, 2016. 

 

Although AWWA wishes to work collaboratively with organizations working on the 

important issue of sustainability as it relates to the water utility sector (and with 

other sectors to the extent there is overlap), we remain seriously concerned about 

SASB’s process and content of developing its standards and believe that there is not 

adequate representation and oversight by the sectors impacted by the standards 

and offer the following comments to begin to address these concerns. Our comments 

contain several overarching concerns, followed by several additional requests for 

clarification.  

 

Overarching Concerns: 

 

SASB is sending confusing signals as to the status of representation in the 

standards setting process.  

 

In footnote 1 on page 5, SASB indicates that “at the time of this publications, SASB 

has not … declared its intent to develop an American National Standard through 

the ANSI Project Initiation Notification System (PINS).  These Rules of Procedure 

are not intended to be considered Standards Development Procedures in compliance 

with ANSI Essential Requirements.” Although this disclosure is appreciated, 
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AWWA is concerned regarding the totality of the situation regarding SASB 

standards.  As best as we can tell, all of the following are true: 

- SASB is an ANSI accredited organization, as discussed in a press release 

dated January 8, 2013 (http://www.sasb.org/wp-

content/uploads/2013/03/ANSI-Accreditation.pdf)    

- SASB intends to finalize some or all of its standards without developing 

either an ANSI compliant process or some alternative process to ensure 

balanced representation in the standards setting process (these rules do not 

address balance in representation). Because of a lack of clear attempt for 

balance, we recommend that these work products not be referred to as 

standards because it is not clear that they actually represent the standard for 

sector best practices.  

- Currently (and for the foreseeable future), SASB standards are not ANSI 

standards despite being an ANSI accredited organization. Although 

allowable, this is a source of substantial confusion, and we recommend that 

SASB either utilize its ANSI accreditation to develop ANSI compliant 

standards or refer to these work products by another name. 

- For the purposes of the Water Sector standard (within the Infrastructure 

Group), SASB does not have a steering committee or other oversight group 

with any representation from actual members of the sector potentially subject 

to the standard. We recommend that SASB identify such a steering 

committee prior to any additional work on this product, as is customary for 

most similar products.  

 

We would like SASB to clearly declare its intent given this combination of facts, and 

feel that this document fails to provide the needed clarity.  Does SASB intend to 

develop a balanced methodology for including sector input in an equal and inclusive 

way or not? Becoming ANSI accredited as an organization over three years ago was 

a clear first step towards balance, but the lack of action since leads us to believe 

that SASB is planning to issue ANSI standards (much as AWWA does on other 

subjects).  However, given the method of development of the current provisional 

standards, we believe that SASB is not developing process that includes balanced 

representation from all stakeholders as required by ANSI procedures.  

 

Given the facts we currently see, the only conclusion we can reach that SASB’s intent 

is to develop the technical standards without the benefit of an ANSI-approved 

methodology and then to later develop such a methodology and retroactively try to 

apply it to the standards. If this is true, we believe this to be inappropriate, and we 

suggest that SASB either: 

- Clearly declare that the current set of documents will not be ANSI standards 

at present or any time in the future, and clearly declare that balance in their 

development was not sought, or 

http://www.sasb.org/wp-content/uploads/2013/03/ANSI-Accreditation.pdf
http://www.sasb.org/wp-content/uploads/2013/03/ANSI-Accreditation.pdf
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- Develop an ANSI-approved process (or at a bare minimum clear procedures 

for balance in representation) and follow these procedures for the entire 

remainder of the development process for all of the existing standards before 

finalizing any of them, with a special emphasis on assuring that any built-in 

assumptions put in place before the procedures are reexamined. 

 

We believe these comments on balance in particular are essential and to proceed 

without addressing it could substantially reduce both the credibility and the uptake 

of SASB products.  

 

Advisory group structure is inadequate for balanced standards 

development 

 

On page 14 under “advisory group” we feel that the entire structure proposed is 

substantially insufficient for the activities of standards development.  Every 

standard should have an advisory committee (whether referred to by that or some 

other name) that shall be required to have adequate and balanced representation 

from stakeholders and should deliberate and vote on actions related to any 

standards prior any actions on those standards. To develop “standards” without 

adequate oversight (which differs substantially from just “consultation” as 

discussed in these rules) will greatly reduce their credibility. The structure used in 

developing the exposure draft standards and provisional standards was not 

adequate for this as it appears there were no deliberations of a technical advisory 

group nor any balloting in their development. For example, the exposure draft of 

the water utility standard (which AWWA commented on in January 2016) had 

major errors with regards to water utility operations, existing programs related to 

sustainability, and in other respects.  Although AWWA was happy to provide 

comments, an appropriate, balanced advisory committee would have minimized 

such errors in the first place and would have allowed for a more substantive 

discussion of the exposure draft within the sector. We remained concerned that 

finalizing and updating these products without such a group will result in many 

issues. 

 

Lack of transparency in public comment process 

 

Although this document discusses transparency, it provides few specific provisions 

to assure transparency is achieved.  For example, AWWA is concerned that the 

public comments sent on exposure draft standards to SASB were not publicly posted 

in their entirety on SASB’s website.  We believe some important items that AWWA 

discussed in its water sector comments were not included of the list of comments 

and responses compiled and posted by SASB. More importantly, there is no way for 

any other stakeholder to know if other people’s comments were fully addressed 

because they are not publicly posted. In general, we recommend that comments 
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should be posted in their entirety, and if any comments are not posted in their 

entirety, a clear explanation as to why should be provided (for example, if a 

document contained confidential information). 

 

Additional concerns in the Public Comment Period section (page 14) 

- The first paragraph notes that comment periods are default of 90 days and may 

be shortened or lengthened.  In the interest of allowing for sufficient input given 

the complex nature and new material of these products, we recommend that 

comment periods only be lengthened from that default if needed, not shortened. 

 

- Paragraphs one and two of this section discuss stakeholder involvement in the 

public comment period. Please further explain how all relevant stakeholders and 

other participants be involved in and promptly told about the “widely 

advertised” comment period in any way beyond the mentioned website posting. 

Please also expand on who the “affected parties” are. 

 

- Paragraph two discusses two parts to the public comment period. The first is 

open comments and the second is a survey. Although we understand the 

importance of getting the comments as well as understanding the demographic 

of the comment givers, it would be unfair to exclude a subject from the 

commentary process if they do not wish to participate in the survey aspect of this 

public comment period. Please expand on if there will be any exclusions if an 

organization does not want to participate in one part of the previously described 

comment period. 

 

- Paragraph three states that SASB will focus on input from investors and 

corporate issuers. Please clarify how input from others that are not part of those 

groups will be considered, and how appropriate balance is being achieved.  

 

- Paragraph four discusses the SASB public file, will the survey results also be a 

part of this public file, and if so, will the results be anonymous? Additionally, 

will the full public comments submitted be posted? 

 

Additional Requests for Clarification: 

 

- The nature of the “Sustainability Accounting Code” as first mentioned on 

page 1 is not clearly defined.  Please provide clarity on what it is and what its 

function is within the standard setting process. 
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- On page 8, SASB indicates that significant changes to the Rules of Procedure 

shall be subject to a public comment period of 60 days or more.  We do not 

believe this is sufficient time for in-depth analysis, and therefore request that 

this be changed to a minimum of 90 days with the opportunity for 

stakeholders to request a comment extension if they indicate that there are 

complex issues that need to be further researched. 

 

- Bullet point 9 states that “The Standards Council will be composed 

of…stakeholders such as accountants, lawyers, public servants, non-

governmental organizations”. Although this general statement does include 

many stakeholders, it does not seem to include stakeholders with 

backgrounds that are specific to the sectors and/or industries that are going 

to be subject to the standards. Input from these stakeholders may provide 

valuable insight as well as potentially increase participation from others 

within the same sector. See the comment on advisory committees above.  

 

- Figure 3 has a marking “** Public meetings” that does not appear to correlate 

with any item within the figure. AWWA is interested in commenting on the 

process and availability of public meetings on SASB standards and processes. 

 

- Page 6 indicated “various stages” of standards development for which there 

will be public comment periods.  Please clearly define these periods. 

 

- Please provide a figure or flowchart for the governance structure on pages 8-

11 for clarity.  

 

- How is SASB assuring that appropriate diversity including the sectors 

included in its standards are included in its board and standards council?  

 

Please feel free to contact myself or Adam Carpenter at AWWA (202-628-8303, 

acarpenter@awwa.org) if you have any questions regarding these comments. 

 

Respectfully, 

     

 

 

G. Tracy Mehan, III 

Executive Director of Government Affairs 

American Water Works Association

 

mailto:acarpenter@awwa.org
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SASB Conceptual Framework – CDSB Consultation Response 
 
We welcome the opportunity to respond to your consultation on the SASB Conceptual Framework. We would 
like to first express our strong support for your vision and mission, and congratulate you on reaching an 
important milestone issuing provisional sustainability accounting standards for all 79 SICS industries. We also 
recognise our complementary collective efforts facilitating the disclosure of decision-useful information to 
investors, supporting sustainable value creation and the development of transparent, resilient capital markets. 
 
Questions 
 
Do you find this Conceptual Framework understandable? If not, which particular section(s) of this document 
do you find difficult to understand? Do you have suggestions on how to make those sections clearer? 
 
The Conceptual Framework overall provides a clear and considered introduction to the objectives, principles 
and fundamental tenets of SASB’s work. One area however that may need further clarification is the 
opportunity for companies to include forward-looking statements. We currently have a financial system that 
focuses on past events and known liabilities, is rules based, with quarterly information and a legal boundary 
focus. But the emerging non-financial system is focussed on future events, risks, through a mix of qualitative 
and quantitative information, across the value chain. In the Conceptual Framework scenario-planning and 
opportunities are introduced but given the importance of forward-looking information further clarification could 
be provided as to how risks and opportunities related to scenarios, resilience or transitions are considered in 
the criteria for topic selection and then the process defining metrics. We noticed in the October 2013 version 
of your draft Conceptual Framework that “emerging issues” were introduced as a way of distinguishing 
matters that are material for the purposes of annual reporting from those that might become material over 
time. We thought that this was a useful idea that reflects some of the thinking in the Task Force for Climate 
Related Financial Disclosures Phase 1 report, which suggests that, even where not material, companies will 
be encouraged to make disclosures about particular risks or issues that have attracted investor or market 
attention (presumably including transition risk), if only to explain that they have considered the risk and not 
just ignored or overlooked it.  
 
Does the discussion in Section 1 of this Conceptual Framework appropriately and clearly answer each of the 
five fundamental questions? If not, why not? Are there any other fundamental questions you believe need to 
be discussed in this section? 
 
We commend SASB for the clear and concise overview of sustainability accounting and disclosure, the 
questions presented and discussed offer an appropriate context for the overall Conceptual Framework. A 
valuable introduction to the Conceptual Framework and the work of SASB is provided by identifying and 
defining users and beneficiaries, the relationship to core investment activities, sustainability accounting and 
the universe of sustainability issues. 
 
We would however encourage a more thorough discussion and exploration of the relationship between 
sustainability accounting and financial accounting developing the discussion outlined in “Purpose of 
Sustainability Accounting and Disclosure”, elaborating on the role of standards for determination, preparation 
and presentation, structures, principles and characterization. It may be appropriate to describe in more detail 
why it is important to incorporate sustainability disclosures with other information related to corporate 
performance such as financial results, governance practices, management commentary and viability 
statements. This discussion could also introduce the value and importance of sustainability disclosures in the 
mainstream annual report over sustainability reports. This could include a description of the importance of 
alignment with existing regulatory structures, and wider standards and concepts already used by issuers, 
governments and industry associations. Relevant content is included in the section “SASB Standards identify 
information that is likely to be material” with discussion of Regulation S-K MD&A requirements. Appropriate 
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questions that could be discussed and included as headings could be: How does it relate to financial 
accounting? How does it relate to existing practices and regulatory structures? 
 
Are the principles and criteria discussed in Section 4 of this Conceptual Framework sufficient to produce 
outcomes that meet SASB’s core objectives (i.e., disclosures that are material, decision- useful, and cost-
effective)? If not, why not? Are there any other principles or criteria you believe SASB should consider when 
selecting topics and/or metrics? 
 
The principles and criteria for standards development are appropriate and support outcomes that meet 
SASB’s core objectives. We commend your efforts and commitment in seeking relevance and comparability 
across industries, and making the link to financial condition and performance. We also welcome your 
continuing efforts to align metrics with those already in use by issuers, derived from existing standards, 
definitions and concepts. 
 
We would however suggest adding the principle of connectivity to the list of criteria for accounting metrics. 
Connectivity supports the development of a holistic picture of the interrelatedness and dependencies between 
financial and non-financial matters that influence corporate performance, prospects and strategy. Non-
financial information is connected when it complements and supplements financial statements, management 
commentary and governance disclosures in order to place related financial information in context.  
 
In addition as introduced in response to the first consultation question, we would recommend a renewed 
emphasis on forward-looking information and future orientation. Disclosures should look to the future as well 
as the past and present and should communicate trends and factors relating to non-financial information that 
are likely to affect the organisation’s future performance, position and development. We would therefore 
suggest that this is sufficiently emphasised and fairly reflected in the principles for topics and criteria for 
accounting metrics. 
 
We would also suggest that SASB includes some additional explanation describing the concept of value 
creation acknowledging the efforts of the IIRC, and the complexities of this concept beyond the results of 
operations and financial conditions. Financial value is relevant, but not sufficient, for assessing value creation. 
We would welcome a brief discussion of the complexities of context, resources, connectivity and measures 
related to value creation. We do however acknowledge and recognise the challenges reconciling this concept 
with current investment practices and legal definitions and interpretations related to materiality. Practically as 
this concept is introduced, the Conceptual Framework could clarify that value creation is also influenced by 
topics of interest to investors such as legal, regulatory and policy drivers, innovation, consumer behaviour and 
reputation. 
 
Are there any other matters or issues that you believe the SASB should consider in finalizing the revisions to 
its Conceptual Framework? 
 
We would encourage SASB to consider the current efforts of the Task Force for Climate Related Financial 
Disclosures and the criteria and principles outlined by the Task Force related to decision-useful information. 
We would also recommend that SASB consider lessons learnt by the Financial Stability Board’s Enhanced 
Disclosure Task Force.  
 
In addition we would recommend that in the Conceptual Framework SASB address some of the challenges 
and opportunities surrounding disclosure in the mainstream report. For example the challenges related to the 
consequences of not meeting disclosure obligations, proprietary information, liabilities and opportunities 
related to the SEC’s Disclosure Effectiveness Initiative or developments in risk management and internal 
controls. 
 
Please do not hesitate to contact us to discuss any of these points further 
Contact: Luke Blower - Technical Officer, CDSB -       
  Lois Guthrie - Founding Director, CDSB -  



 

Sustainability Accounting Standards Board 
1045 Sansone Street 
Suite 450 
San Francisco, CA 94111 

Re: Exposure Draft on SASB Rules of Procedure and Conceptual Release 

 

Dear SASB: 

CFA Institute 1 welcomes the opportunity to comment on the SASB’s Rules of Procedure and 
Structural Framework. We commend the SASB on their transparency and opening up these rules 
of procedure and conceptual framework to public scrutiny and public comment. In this comment 
letter we will answer the questions posed by the SASB in their requests for comment and add 
additional comment or questions where we feel such comment or further clarity is needed. 

CFA Institute is the global association of investment professionals that sets the standard for 
professional excellence and credentials. The organization is a champion for ethical behavior in 
investment markets and a respected source of knowledge in the global financial community. 
CFA Institute has more than 136,000 members in 145 countries and territories, including more 
than 129,000 Chartered Financial Analyst® charterholders, and 147 member societies. 

CFA Institute supports the SASB in its mission to make the sustainability reporting process less 
burdensome by working with investors and issuers to focus on the sustainability/ESG data that 
matters most. Issuers and investors both have struggled to focus on the sustainability indicators 
that are the most linked to value creation in their respective industries. There can be hundreds of 
such indicators and pieces of data that can be measured and gathered – it is therefore imperative 
that SASB continue to work with investors and issuers to identify the main indicators that both 
groups agree drive value. 

General Comments 

The consultative documents provide some level of clarity regarding the processes and 
institutional structure of SASB’s determination and updating of its individual and sector specific 
standards. That being said, missing to a large extent, is an articulation of a more macro and 
strategic-oriented picture of standard setting activities.  A strategic articulation is desirable 

                                                
1 CFA Institute is a global, not-for-profit professional association of more than 140,000 investment analysts, advisers, 
portfolio managers, and other investment professionals in 145 countries, of more than 133,000 hold the Chartered 
Financial Analyst® (CFA®) designation. The CFA Institute membership also includes 147 member societies in 73 
countries and territories. 



Comment Letter to Sustainability Accounting Standards Board 
Re: Rules of Procedure and Conceptual Release 
6 July 2016 
 
 

2 

because investors’ engagement with SASB standard setting process tends to hampered by the 
plethora of global initiatives aimed at improving ESG and other non-financial information.  
Across these initiatives, there is often differing language even across similar concepts, differing 
notions of materiality, different views on the priority of investor input and differing specificity of 
requirements.   

Though SASB is focused on developing investor oriented, sector specific standards for US 
capital markets, SASB is also a member of the corporate reporting dialogue involving the 
International Integrated Reporting Council (IIRC), Global Reporting Initiative (GRI) and others. 
Concurrently, The Financial Stability Board is developing climate change disclosures and the 
approach is quite similar to the SASB approach.  While intended to benefit investors, these 
multiple initiatives can also be confusing and burdensome for them to keep abreast of. An 
articulation of the medium versus long-term strategic direction of travel, including any possible 
alignment with other global initiatives, can facilitate investors’ ability to meaningfully engage 
with SASB current focus on updating provisional standards. 

Hence there is a need to answer the following questions:  What is the time horizon of updating 
provisional standards? Is there any intended alignment with other global standard setting bodies 
that are aiming to also enhance the reporting of sustainability information? How is SASB’s 
engagement with others involved in the sustainability space having an effect on the update of its 
standards? Do the described rules of procedure embed any engagement with or reporting 
evidence gleaned by other organizations that are focused on sustainability information? 

Another overarching comment is that the enhancement of corporations’ disclosure of 
sustainability information can serve two purposes namely: a) inform investors about long term 
value creation prospects and risks of reporting companies; and b) help manage businesses more 
sustainably.  In other words, disclosure requirements can aim to provide incremental information 
for investors and/or to positively influence corporate behavior, management choices and focus.  
Though these two objectives are compatible and desirable, there is need to prioritize the 
objective of providing investor information and enhancing transparency.  We raise this point as 
we observe the emphasis on stakeholder consensus in selection of topics. In addition, the 
criterion of usefulness of accounting metrics seems to give equal weight to investors’ financial 
analysis needs and information required for managing sustainable companies. 

Specific Comments 

Rules of Procedure 

Questions for Respondents 

1. Does the process described reflect an approach to standard-setting that is transparent, 
market-informed, and balanced? 
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CFA Institute believes that the approach to standard-setting put forth by the SASB is transparent, 
and commend the SASB for placing such a premium on transparency in the standard setting 
process. The SASB standards are likely to be used by many investors and issuers alike, making it 
imperative that such standard setting is done in an open and transparent manner. 

The description of the standard setting process includes investor representatives and those in the 
issuer community with the aim to set standards that both meet the needs of investors and focus 
on the key metrics that companies themselves believe to be important performance indicators.  

We would like a bit more information on this process however. The Rules of Procedure goes into 
great detail about the internal and external committees on councils that oversee the standards. 
We believe it would be helpful for SASB to provide more information on the processes that were 
followed to get to the final standards we have today. Some of this is touched on in the 
companion Conceptual Framework document, but does not go into much detail on how the 
standards were set. For instance, though different sources and characteristics of evidence are 
described, the practical thresholds of accepting these different forms of evidence used to assess 
the suitability of standards could be demonstrated through additional practical examples. 

We encourage the SASB to tell the story of how the standards are set – perhaps using one sector 
as an example – to help investors and issuers understand the process. Figure 1 and 2 of this 
document help us understand the steps in the process, but we believe taking an example of one 
sector/industry and walking SASB users through the process from beginning to end could be 
even more illuminating.  

The notion of “balanced” standard setting could in some cases appear to be inconsistent with an 
approach that explicitly prioritizes investors’ information needs. More specifically, it is not clear 
whether the objective of balanced standard setting is to encourage companies to provide the most 
relevant and material information to investors within the constraints of the cost-effectiveness of 
generating such information, or whether the aim is to only include metrics where there is a 
consensus and acceptance from both issuers and investors.  

From the description of attributes of decision-useful information within the conceptual 
framework, it seems to be that SASB is emphasizing the relevance of information for both 
investors and issuers. If so, this could establish an unnecessarily high threshold for considering 
information that investors find useful as relevant. In other words, if information is relevant for 
investors but is not used to manage the business- then such information could ostensibly be 
excluded from SASB standards. 

“Cost Effectiveness”- It is also not clear how cost-effectiveness of information is established. Is 
it based on anecdotal claims by issuers? Is any evidence sought to verify any particular cost 
assertions? What are the components of costs considered as constraining? Is it systems and 
personnel costs only or does it also include the hard to define, measure and verify proprietary 
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costs? There are lessons to be learnt from the financial accounting standard setting cycle- where 
during the launch of new standards (e.g., stock options, business combinations, and derivatives) 
companies were sometimes inclined to overstate costs and be unduly concerned about other 
anticipated adverse impacts of the then newly proposed information. In other words, SASB due 
process and evidence gathering approach should ensure there is no assumption of costs 
constraints that have not been empirically substantiated.  

 

 2. Will the process described ensure outcomes that facilitate material, decision-useful, and cost-
effective disclosures?  

We believe the process described by the SASB should lead to outcomes that facilitate material, 
decision-useful, and cost-effective disclosures. However, we encourage the SASB to constantly 
meet with issuers, investors, regulators and other interested parties to ensure that the standards 
are kept up to date and relevant to users. 

We expect and encourage the SASB to provide the high level of transparency about such efforts 
so that all interested parties can see the processes and actions involved in keeping the SASB 
standards up to date. 

We also encourage the SASB to make sure that they listen to the voices of investors, issuers and 
regulators outside of the United States, even though the SASB standards currently only apply to 
US companies. The standards set out by SASB will surely be used by investors and issuers 
outside the US as the metrics used will apply to non-US firms in industries covered by the 
SASB. Investors outside the US will offer a diversity of experiences and opinions that can only 
strengthen the standards over the long term. 

Standards Approval and Codification and Updates 

The SASB Rules of Procedure states that as part of the standards approval and codification 
process the SASB conducts a systematic review of the Provisional Standards. We would like to 
know on what time table the SASB expects such a review to take place, and in the future if they 
have such a timetable for updating the standards. 

Public Comment Periods 

The SASB states that survey portions of public comment will generate quantitative measures of 
the degree of agreement with SASB’s standardization against a target of 75 percent. We would 
like to know the rationale for choosing this 75% threshold, and more information on what 
happens if this threshold is not met. 

Sustainability Accounting Standards Updates 
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We encourage the SASB to further discuss what could necessitate an update to the standards. Are 
updates planned on a cycle of years, more frequent for fast changing industries? What are the 
tests for deciding when a standard needs updating and how is that decision made? 

Evidence Based Standard Setting 

Companies’ reporting and investors financial analysis of material sustainability metrics is in a 
relatively nascent state. Hence, at this stage of standards development, SASB understandably has 
to give ample weight to multiple sources of evidence of materiality, decision usefulness and cost 
effectiveness. However, we would expect with more market experience, there will be greater 
reliance on evidence that is sourced from investors and issuers. 

 

3. Is the governance structure clear and appropriate? Is it likely to ensure quality outcomes? 

We feel that the SASB has set up a robust governance structures that should lead to quality 
outcomes, though with SASB still in its early stages, the test of these governance structures will 
be born out over time. We welcome the following features of the governance structures: 

• Standards council size:  Nine members is an appropriate number and unlikely to 
compromise the council’s effectiveness. 

• Standards council composition: Three of the nine investor representatives is an adequate 
representation of investors and stacks up well in comparison to financial accounting 
standard setting organizations.  

However, we believe that the SASB can provide more clarity concerning the roles and 
responsibilities of each body described in the Rules of Procedure. The document describes at a 
relatively high level, the roles and responsibilities as well of the people that make up the 
Standards Setting Organization (SS0), the Standards Council and the Standards Oversight 
Committee (SOC or Committee). For those new to the SASB standards it may take a while to 
differentiate each of these entities and understand the individuals that make up these groups and 
the responsibilities of each group.  We have the following specific questions: 

• SOC and SC: What is the level of transparency around deliberations by the SOC and SC? 
• SOC: As we understand the SOC is responsible for SC appointments, due process 

complaints and has fiduciary oversight over the SSO. What does fiduciary oversight over 
the SSO entail? Does the SOC have any involvement in the appointment and evaluation 
of the investors, preparer and intermediaries working groups? 

• SC Agenda Setting: Is this purely informed by the interaction between the SSO and the 
SC? Do external stakeholders have any forums for articulating their views on SC agenda 
choices? 
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• Working groups: What are the governance mechanisms around these working groups? 
What is the level of transparency around the deliberations undertaken by these working 
groups? 

We suggest a table early in this description detailing who makes up each group, what their roles 
and responsibilities are and are not, what they produce and what constituencies they serve. We 
believe such a table would complement Figure 3 on page 3 and lead to a better understanding of 
each entity. We also suggest the SASB detail how often each group will meet and publish any 
charters or by-laws for each group. This data is provided concerning some of the groups, but not 
all of them. 

It is also necessary for SASB to articulate the mechanisms and frequency of assessing the overall 
effectiveness of its different institutional organs. There is a particular need to articulate the link 
between internal/ external resourcing inputs versus organization outcomes. 
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Conceptual Framework 

Questions for Respondents 

1. Do you find this Conceptual Framework understandable? If not, which particular section(s) 
of this document do you find difficult to understand? Do you have suggestions on how to 
make those sections clearer?  

Yes, to a large extent, we find the Conceptual Framework understandable. The document 
gives readers a clear understanding of the fundamental principles that guide SASB’s work. 
The document could be made even more understandable by the inclusion of additional 
practical illustrations of judgments based on principles and criteria of selecting accounting 
metrics. 

2. Does the discussion in Section 1 of this Conceptual Framework appropriately and clearly 
answer each of the five fundamental questions? If not, why not? Are there any other 
fundamental questions you believe need to be discussed in this section?  

 
In developing the first set of sustainability accounting standards for the U.S. capital markets, the 
SASB addresses a set of fundamental questions:  

1. What is sustainability accounting?  
2. What is the purpose of sustainability accounting?  
3. How does it differ from financial accounting?  
4. Who is its intended audience?  
5. How will it be used? 

We believe that the Conceptual Framework appropriately answer each of the five fundamental 
questions set out by SASB. It may be too early to answer the question of how the standards will 
be used.  

Like any innovation, the standards will be used by users the SASB has not anticipated. We 
therefore encourage the SASB to keep track of how people are using the standards that were 
not intended by the SASB. This will help the SASB to keep up to date with the standards and 
to make sure that they are serving all the constituencies needed. 

3. Are the principles and criteria discussed in Section 4 of this Conceptual Framework 
sufficient to produce outcomes that meet SASB’s core objectives useful, and cost-effective)? 
If not, why not? Are there any other principles or criteria you believe SASB should consider 
when selecting topics and/or metrics?  

We believe that most of the articulated principles of topic selection and criteria for metrics are 
aligned with investor interests and are largely sufficient to provide useful standards. The 
principle that does not seem to be aligned with investor interests is the need for topics to be 
reflective of stakeholder consensus.  As articulated earlier, we would advocate an approach that 
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explicitly prioritizes investor information needs and make such needs only subject to preparer 
cost-effectiveness constraints and not on whether they are useful for managing companies.  After 
all, these standards are voluntary and by definition do not impose avoidable costs- as individual 
companies can anyway opt not to provide any metrics that they consider not to be decision 
useful.  

Concerning the criteria for accounting metrics, we would ask why “timely” is not one of the 
criteria for inclusion. CFA Institute does not want to encourage short-term thinking and has 
written and spoken extensively on the topic, but we still feel that information should be 
considered timely to be of use to investors. We have the following additional comments:  

• Fair representation and neutral: These notions as described in the conceptual framework 
seems quite similar to faithful representation attribute as described by financial 
accounting standard. We would advocate the use of same terms as far as possible with 
those applied in other established literature (e.g. accounting standard setters’ literature). 
Developing and emphasizing common language where appropriate will be helpful for 
SASB’s stakeholder engagement. 

• Useful: The determination of useful information should be primarily based on usefulness 
for investors, rather than usefulness to both companies and investors. As noted above, 
this would simply end up setting a high threshold before a metric is considered useful. 

• Distributive: This notion seems to connote the ability to discriminate sustainability 
factors across firms.  In statistics, there is a wealth of distribution characteristics or 
properties that allow relative judgment assessment.  The precise meaning of distributive 
in this case is unclear and this could lead to diversity of stakeholder interpretations.  Is it 
continuous variable or categorical variable characteristics?  Hence, it may be worth 
considering a less technical term to describe the notion of metrics with discriminating 
ability. 

 

4. Are there any other matters or issues that you believe the SASB should consider in finalizing 
the revisions to its Conceptual Framework? 

 

We would like to see more attention paid to governance issues in the standards. On page three of 
the Conceptual framework, figure 1 illustrates the SASB Universe of Sustainability Issues. The 
leadership and governance issues listed do not include such important governance issues as; 
executive compensation, succession planning, board structure, related party transactions and 
others.  

We feel that the corporate governance of companies is a risk or an opportunity for every public 
company – regardless of sector. We therefor feel that it is imperative that the SASB adequately 
address the important governance issues that apply to all companies in order to offer users of the 
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SASB standards a better understanding of which governance issues can influence the value of the 
companies in which they invest. 

If SASB standards are adopted by investors – but they do not include adequate information on 
governance risks it may reflect poorly on the standards if such governance issues were not 
addressed in the wake of a large corporate governance blow up. 

We would also like to see a more detail on how investors, issuers and other parties helped to and 
will help to shape the standards. The technical details of how this works are laid out somewhat in 
the rules of procedure document, but we believe it would be instructive to investors for the 
SASB to tell the story of how one sector standards came to be. Such a document would walk the 
reader through the details of how standards were proposed, vetted, negotiated and decided upon 
in more detail than can be done by simply outlining the process. 

Concluding Remarks 

CFA Institute welcomes the opportunity to comment on SASB’s Rules of Procedure and 
Conceptual Release. Should you have questions or would like to discuss these matters further, 
please do not hesitate to contact us. 

 

 

Yours faithfully, 

/s/ James Allen, CFA      /s/ Sandra Peters, CFA                 
Head, Capital Markets Policy - Americas  Head, Financial Reporting Policy Group      
CFA Institute       CFA Institute                       

       
                        

 
Further Contacts: 
Matthew Orsagh, CFA    Vincent Papa 
Director, Capital Markets Policy   Director, Financial Reporting Standards 
CFA Institute      CFA Institute 

     `  
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Here are my comments!
 
I appreciate the opportunity to comment on these proposals. My own background is as a bond
person, who was been involved in corporate bond markets for several decades, primarily as an
analyst. I am impressed with the reach that SASB has shown in its work; I have been developing
something vaguely similar for credit analysis.
 
My general comment is one that I’m not sure actually rises to the level of a concern, but it has been
bothering me for some reason as I have gone through the materials, particularly the Conceptual
Framework and the Classification System. And it really has to do with the recognition of risks. From
my viewpoint, Sustainability has many admirable goals, many of which have been developed for
screening or marketing purposes by investors. But one of its principal objectives, from an analytical
perspective, is, or should be, risk mitigation. One of the valuable results of developing Sustainability
concepts is seeing what risks are actually involved, and what measures can be taken to mitigate
these. It’s an interaction, in a way—developing Sustainability goals involves, in part, identifying a
basket of risks that need to be addressed to move to a Sustainable posture. But it also provides a
framework for reducing those risks. If mining company managements (not always the sharpest
knives in the drawer) had been giving as much attention to water issues ten years ago as they are
doing now, we’d be farther down this road.
 
However, I deal with a class of investors whose risks in general are highly asymmetric; it’s a lot easier
to lose money in the bond world than to make it. In fact, making money is almost (but not entirely,
obviously) not the point—it’s not losing it, preservation of capital. So we operating in an
environment where we look at business and financial risks, and where the model for doing this
(developed initially by rating agencies) has proved highly successful and durable over the last several
decades.
 
Integrating ESG and/or Sustainability goals into this analysis has proved frustrating, however, for
several reasons. The principal one is horizon—rating agencies, and therefore investors, generally
have a three year time horizon for their assessments. Beyond that, things get problematic. It’s not
that investors are unaware that there are longer-term risks out there. Rather, it’s that beyond three
years it gets difficult to quantify them in such a way as to have a real sense of potential economic
costs associated with something, and therefore an inability to granulate those costs in such a way as
to see how they potentially affect the half dozen critical credit ratios we all pay attention to. I have
no doubt that Lord Stern and others are correct in their assessment that Global warming will take a
couple of points off global GDP over time if left unchecked. This may very well be true. It is also not

particularly helpful to investors. Likewise, achieving a 2o climate target is an admirable and necessary
goal. But it also is not helpful unless proposals to achieve this are granulated to the level of
avoidance of economic costs that affect financial measures. Otherwise, bond investors are often at a





loss.
 
The investors I talk with regularly are aware that there are potential risks. They want to know what
they are, when are they going to start showing up (if they haven’t already), and, particularly, what
sectors are going to be affected. They don’t want my views on Dow or BASF. They want to know
what’s going to happen to the sector as a whole—regulatory and/or carbon risks, adaptation risks,
whatever may have an impact on margins or cash flows or reserves. They have been able to ignore
these issues up to now because their impact has generally been outside their time horizon. But
these are not outside the time horizon of pension fund trustees with considerably longer horizons,
and investors are starting to hear about it.
 
So my general point is that this documentation—the Conceptual framework and the Classification
System—should have a greater degree of risk discussion than it currently does. What particularly
bothered me is the discussion on page 10 of the CF, where Risk Profile seems almost an afterthought
to the Revenue/Cost and Assets/Liabilities bullets. This seems like a muddled way of organizing
things. The discussion that follows under those sections involves issues that are clearly risks, but it
actually goes to some length to not mention them as such. A company does indeed have a risk
profile, but the notion that this is best described by reference to its cost of capital or market
valuation seems problematic these days—otherwise, why is SASB going to such lengths to refine and
amplify basic accounting? The issue that everyone is dealing with here is the fact that we recognize
that cost of capital or market valuation are measures that traditionally have had value, but for
various reasons are now felt to be in need of revision, or at least some tweaking. (Whether market
capitalization is a particularly useful measure for credit investors is another conversation.)
 
This leads to a certain imprecision. For example, the discussion of Climate Risk on page 12 is
presented as a unitary risk. In fact, “climate risk” actually encompasses a variety of risks, some of
which will be more material than others, and some of which will arrive sooner than others (for the
case of REITs with substantial exposure to south Florida coastal property, it’s probably already here.)
The preparers of the CF clearly know this, as the example they provide indicate. But we don’t
actually see any systematic attempt at granulation here.  I wouldn’t be even commenting on this
were it not for the paragraph earlier on the same page which specifically indicates that traditional
industry categories don’t necessarily capture risk commonalities. True enough. But shouldn’t there
be an effort in this document to indicate what those risk commonalities actually are? This seems to
be particularly relevant not only for “climate risks” but also for “water use,” whatever that means—
there are multiple sources of water risk, just as there are multiple sources of climate risk. Why not
lay them out? We’re talking about three or four, not dozens.
 
The principal reason for doing this is that risk commonality is something that can actually be
granulated in interesting ways that actually offer some insight into how companies operate. Virtually
all industries are exposed to regulatory risk, for example—some more than others, admittedly. But
regulatory risk as a concept that spans industries is something that all analysts and managers
understand. This sort of example can be expanded, but only to a point. Natural capital risks only
affect some industries, but there is a commonality here as well, depending on exposure to
renewable or non-renewable resources among other factors.
 



I’m not sure this will be helpful. But what I would like to see in this sort of exercise is more of a risk-
based approach. The Principles for Topic Selection on page 13, for example, in the first bullet, refers
to “risk profile or cost of capital.” For bond people, this is almost meaningless—what is meant here
by “risk profile”, as I asked earlier, and how is that equivalent to “cost of capital?” And how about
turning this around? Instead of “Potential to affect Value Creation,” which makes this sound as if the
only folks you’re interested in talking with are shareholders doing Impact Investing, how about some
reference to “Potential to cause value destruction?,” which will, of course, allow you to incorporate
bondholders in this discussion, if you have an interest in doing that. Bondholders and shareholders
often have different interests, but at the bottom of any analysis along these lines is the question of
“What risks are out there that are not incorporated in the price?” Or, in my world, the credit rating?
 
I view Sustainability as a risk management process—all investors deal with risks, but some are more
pronounced (and more imminent) than others. What investors are now dealing with is a potential
exponential growth of value destruction that may derive from an increasingly uncooperative and
intractable set of risks. The most likely impacts of these collective risks, from an accounting
perspective, is significant and material asset impairments across a number of industries. But I don’t
get the sense that this document reflects that. SASB does good and important work, and this should
continue. But it is in a unique position to move the discussion of a whole range of risk categories
forward, and it should be using this process to do that. Given the pretty negative climate news that
continues to dribble out, the sort of incremental approach embodied in these proposals does not
seem to me to go far enough.
 
Thanks and regards,
 
Bob Buhr
 
 
 

 
Bob Buhr
Director, Industrials
ESG Credit Strategist
Credit Research
Societe Generale
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July 6, 2016 
 
Sustainability Accounting Standards Board 
75 Broadway, Suite 202 
San Francisco, CA 94111 
 
 

I. Introduction 
 
RMA is the national trade association representing major tire manufacturers that produce 

tires in the United States, including Bridgestone Americas, Inc., Continental Tire the Americas, 
LLC; Cooper Tire & Rubber Company; The Goodyear Tire & Rubber Company; Michelin North 
America, Inc.; Pirelli Tire North America; Toyo Tire Holdings of Americas Inc. and Yokohama 
Tire Corporation.  RMA members are dedicated to sustainable development and support 
reporting information on sustainability. 
 

RMA has concern about the level of stakeholder engagement and safeguards for due 
process in the Sustainability Accounting Standards Board (SASB) standard setting process.  We 
urge SASB to revise their Rule of Procedure Document to ensure that the standards are 
developed in accordance with the Essential Requirements of the American National Standards 
Institute (ANSI).  At a minimum, ANSI requires that standard developments are open, balance 
various interests, provide for due process and a fair appeals process and are developed via 
consensus. 
 
II. SASB Rules of Procedure 

 
A. RMA has concern that SASB has not revised standards to reflect concerns 

expressed in public comments. 
 

On April 28, 2014, SASB released drafts of the Transportation standards, which includes 
the Auto Parts standards, for public review and comment.  Several groups provided comment on 
the Auto Parts Standards.  Commenters expressed concern that the requirements in the Auto Part 
Standards were not aligned with other global sustainability reporting programs and also raised 
concern about reporting requirements to disclose confidential information.  SASB responded to 
these public comments by stating that SASB seeks to harmonize with other reporting programs.  
SASB also responded to comments by discounting concerns about disclosure of proprietary 
information by indicating that they believe “capital markets would benefit from more 
quantitative, comparable disclosure.”   

 
In November 2015, following the public comment period, RMA discussed with SASB 

our concerns with the Auto Parts standards, including: reporting requirements for voluntary 
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recalls, recycling rates and market share of products aimed at improved fuel efficiency and/or 
reduced emissions.  RMA submitted written comments expressing our concerns about these 
issues to SASB in February 2016.  To date, SASB has not responded to our comments or 
incorporated any additional public comments or concerns into the Auto Parts Standard. 

 
B. RMA recommends that SASB expand their outreach to stakeholders to 

ensure standards balance stakeholder interests. 
 

It’s unclear to RMA where SASB is in the standards development process.  According to 
the Rules of Procedure document, Figure 1 & 2 (SASB Standards-setting Process for 
Codification and Updates) specify that SASB has conducted stakeholder engagement on 
provisional standards and should next provide an agenda for updating the provisional standards.   

 
RMA recommends that the SASB engage with a broader group of stakeholders and 

provide an opportunity for additional public comment on the provisional standards as part of 
their process for updating the provisional standards.  SASB engaged with a small group of 
stakeholders in developing the Auto Parts sector standard.  However, RMA recommends that 
SASB significantly broaden the scope of stakeholders to reach a wider section of the Auto Parts 
industry to ensure the standards are balanced. 
 

C. RMA recommends that representation on the Standards Oversight 
Committee (SOC) balance stakeholder interests. 

 
As drafted, the Rules of Procedure document specifies that updates to standards will be 

approved by a majority vote of the Standards Council.  The Standards Council is composed of 
nine members appointed by the SASB Board of Directors with equal representation of “corporate 
lawyers, investors, and a third category of stakeholders such as accountants, lawyers, public 
servants, non-governmental organizations.”  RMA recommends that the Standards Council 
include industry participants who will report sustainability metrics using SASB standards, to 
prevent any one group from dominating the standard setting process. 

 
D. RMA recommends that SASB create a fair and open process for approving 

updates and updating the standards. 
 
The Rules of Procedure document specifies that “subsequent changes to the Code will be 

effected through Updates, as and when necessary based on agenda-setting resulting from 
ongoing monitoring of implementation of standards, stakeholder engagement, and the evolving 
landscape by the SASB standards- setting organization (SSO) staff, issuance of Exposure Drafts 
of proposed changes to standards for public comment, and review and approval by the Standards 
Council of all Updates.”  The Standards Council controls when updates to standards occur, what 
updates will be available for public comment, and which updates will be approved.  Because the 
Standards Council is appointed by the SASB Board of Directors, this does not create a fair and 
impartial process for updating and revising SASB standards.   

 
Unlike SASB, the ANSI standards development process provides for extensive due 

process requirements.  Under ANSI’s procedures stakeholders must be notified of any action to 
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create, revise, reaffirm or withdraw a standard.  The notice must include a clear and meaningful 
description of the purpose of the proposed activity and must identify sources for further 
information.  Additionally, ANSI requires that standards developers make an effort to resolve all 
expressed objections and provide a written response to all comments received on a standard.  
RMA strongly encourages SASB to incorporate these ANSI standards setting procedures into 
their process. 
 

E. RMA recommends that SASB ensure due process for receiving and 
reviewing appeals and complaints. 

 
As drafted, the Rules of Procedure specify that members of the SASB Board are tasked 

with reviewing appeals and complaints.  This creates a process where a single organization can 
dominate the standards setting process.  We appreciate SASB’s inclusion of a process to review 
and address appeals and complaints; however, SASB’s process fails to provide substantive due 
process. 

 
ANSI’s Due Process requirements detail a number of procedures that must be followed to 

ensure adequate due process in standard setting.  For example, ANSI defines due process to 
mean “that any person with a direct and material interest has a right to participate by: (a) 
expressing a position and its basis, (b) having that position considered, and (c) having the right to 
appeal.”  ANSI procedures further specify that the following requirements provide the minimum 
acceptable requirements for due process: openness, lack of dominance, balance, coordination and 
harmonization, notification of standards development, consideration of views and objectives, 
consensus vote, and appeals. 

 
 SASB should revise the Rules of Procedure document, including the appeals process, to 
align with the due process requirements as established by ANSI.  As currently drafted, the Rules 
of Procedure fail to provide for the impartial handling of appeals.  We recommend that SASB 
include the requirements of the ANSI essential requirements in the rules of procedure document 
and provide another opportunity for stakeholders to provide comments on the document. 
 

F. RMA recommends that SASB follow the requirements in OMB Circular A-
119. 

 
Consensus Standards used by Federal Agencies and Departments must follow the 

requirements outlined in OMB Circular A-119.  SASB states in the Rules of Procedure document 
that their mission is to develop and disseminate industry-specific sustainability accounting 
standards to assist public corporations in disclosing material, decision-useful information to 
investors in statutory filings such as Form 10-K and Form 20-F.  Having the SEC mandate the 
use of SASB standards appears to be SASB’s objective.  As a result, it is paramount that the 
SASB Rules of Procedure document establishes a standard setting process in accordance with the 
ANSI. 

 
Government regulations or standards are developed through notice and comment and are 

subject to due process protections for stakeholders, including judicial review.  Private standards 
such as SASB’s do not include the due process protections found in the development of 
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government standards.  RMA recommends that private standards which are adopted for use by 
the federal government should also be developed with the same level of due process protection 
as government standards.   
 

Office of Management and Budget (OMB) OMB Circular A-119 sets out the 
requirements for which voluntary consensus standards can be used by the federal government.  
OMB Circular A-119 specifies that federal agencies and departments must use “voluntary 
consensus standards,” which are “standards developed or adopted by voluntary consensus 
standards bodies.”   The Circular specifies that a “voluntary consensus standards body” has the 
following attributes:  (i) openness; (ii) balance of interest; (iii) due process; (iv) an appeals 
process; and (v) consensus.  If SASB’s goal is to have the SEC mandate the use of their 
standards, SASB should align their standards setting procedure with ANSI. 

 
III. Conclusion 

 
RMA has expressed concern to SASB regarding the development of the Auto Parts 

Standard.  However, SASB has not provided a response to our concerns, nor have they issued 
any changes to the Auto Parts standard.  The process for developing SASB standards needs to 
align with ANSI to ensure all stakeholders are provided due process.   

 
We appreciate the opportunity to provide comments on the Rules of Procedure document.  

Please contact me at (202) 682-4836 if you have questions or require additional information. 
  
 
Respectfully Submitted, 

 

Sarah E. Amick 
Senior Counsel 
Rubber Manufacturers Association 

 
 
 



 

 

 
 
Dr. Jean Rogers 
Sustainable Accounting Standards Board (SASB) 
75 Broadway, Suite 202 
San Francisco, CA 94111 
 
July 7 2016,  
 
Dr. Jean Rogers, 
 
Re: “Rules of Procedure” Exposure Draft for Public Comments 
 
Thank you for the opportunity to provide comments on the Sustainability 
Accounting Standards Board’s (SASB) proposed “Rules of Procedure” document 
which is expected to guide SASB’s standards development henceforth.  
 
This letter is being sent as a collective response from a coalition of associations 
involved in the US packaging and containers industry. Representing over $150 
billion in revenues, our coalition partners include the American Chemistry Council 
(ACC), the American Forest & Paper Association (AF&PA), AMERIPEN, Can 
Manufacturers Institute, the Flexible Packaging Association (FPA), the Foodservice 
Packaging Institute, the Paperboard Packaging Council (PPC) and SPI, The Plastics 
Industry Trade Association.  Collectively, we represent the interests of material 
manufacturers and converters of various types of packaging and substrates. 
 
The associations within this coalition, as well as their member companies, include 
numerous sustainability leaders that have a long history of publishing 
sustainability information and taking leadership positions on transparency and 

reporting.  
 
As we have noted in the past, the AMERIPEN coalition believes that the most 
transparent and accessible approach to consultative engagement for standard 
setting has been defined by ANSI with their Essential Requirements: Due Process 
Requirements for American National Standards1. The ANSI Standards ensure the 
due process requirements needed to provide a fair and transparent consultation 
process. Many of our concerns listed below, would be addressed simply by 
adopting the ANSI process. 
 

                                                      
1 American National Standards Institute. ANSI’s Essential Requirements: Due Process Requirements for American National 
Standards. 
https://share.ansi.org/shared%20documents/Standards%20Activities/American%20National%20Standards/Procedures,%20Guides,%20a
nd%20Forms/2016_ANSI_Essential_Requirements.pdf 
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In your questions for respondents, SASB asks: “Does the process described reflect an approach to standard-
setting that is transparent, market-informed and balanced?” The answer is a definitive “no”.  
Six overarching concerns related to due process procedures frame our rational for this answer: 
 
1. No formal process outlined to raise concerns about technical issues with the standard 

We appreciate SASB’s efforts to outline the process for reviewing complaints regarding due-process but we 
note SASB has not outlined how concerns of a technical matter can be requested for review once the 
standards are codified.  The Rules of Procedure currently imply that complaints of a technical matter “will be 
heard by the Standards Council” but the document does not define how those concerns will be raised and 
addressed. 

 
2. No process of appeals after a vote by the Standards Council 

While the Standards Oversight Council (SOC) has the authority to review and resolve appeals regarding due-
process, there currently lacks an appeal process related to technical concerns. There are no procedural 
safeguards to adjudicate technical complaints by representatives of industries subject to the SASB 
standards.  

 
3. No formal review mechanism process outlined.  

Upon the codification of the standards, the rules of procedure state any updates or revisions would be 
initiated by SASB staff at their discretion and with guidance from stakeholders or ad-hoc Advisory Groups. 
While we recognize the need for flexibility to ensure the ability to respond to significant changes in the field, 
we believe there still needs to be a defined schedule of review to ensure that standards are given their due 
focus in order to provide assurances that the standards are reflective of current practices. As it currently 
reads, there is no formal process for triggering a review. 
 

4. Lack of consensus process to ensure due process 
We are concerned with SASB’s failure to adopt consensus processes in the standards setting procedures. As 
we have noted in past submissions, consensus processes are required as part of the ANSI standard-setting 
process, strongly favored in the Federal Office of Management and Budget (OBM) Circular A-1192, and 
further codified in Section 12(d) of the National Technology Transfer and Advancement Act (Public Law 104-
113)3. This is especially important if, as is the case here when there is the potential for a government 
agency—the Securities and Exchange Commission—to mandate the use of a standard4. Government 
standards are typically developed through a notice and comment process and are subject to numerous due 
process protections for stakeholders, including in many cases, judicial review. Private standards adopted for 
government use should be developed with the same level of due process protection.  

                                                      
2 Office of Management and Budget, Circular A-119(Revised), February 10, 1998. 
https://www.federalregister.gov/articles/2016/01/27/2016-01606/revision-of-omb-circular-no-a-119-federal-participation-in-the-
development-and-use-of-voluntary 
3 National Technology Transfer and Advancement Act (Public Law 104-113)3. https://www.gpo.gov/fdsys/pkg/PLAW-
104publ113/pdf/PLAW-104publ113.pdf 
4 We appreciate that SASB has repeatedly stated the use of the Standards is intended to be voluntary but upon review of 
SASB’s “Key Messages” document in response to the SEC’s Concept Release on Business and Financial Disclosure Required 
by Regulation S-K, we note a key message is that “SASB standards should be used as the market standard for sustainability 
accounting.” We believe this statement makes it clear that SASB is seeking SEC-endorsement of its standards. 
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5. Minimal consideration of representational balance 

We are concerned with SASB’s proposed process for voting. To begin with we note that Quorum of the 
Standards Setting Council is reached upon the presence of 2/3 of the members. There is no stipulation that 
those members need to provide a minimum representation of each stakeholder group. Therefore, we 
understand the current process to imply that one stakeholder group could fail to be represented or 
underrepresented and a vote could still proceed. We do not believe this ensures representational balance. 
 

6. Public comment periods are not defined 
In a number of circumstances across the Procedures document SASB notes that public comments periods 
“can be shortened or lengthened depending on the circumstances”. The document fails to outline what 
those circumstances might be and provides for inconsistency in open and transparent commentary. This is 
too subjective. We believe public comment periods should be standardized as per ANSI Requirements. 
 
Additionally, we note that the Rules of Procedure state that approval by the Standards Setting Council “is a 
vote with no less than majority” in favor. We are concerned this is not sufficient to permit for due-process. 
Majority rule permits for significant discontent amongst council members and acceptance of majority does 
not ensure balanced representation of all stakeholder groups. We believe a consensus approach5 would 
ensure greater alignment and support.6 
 

AMERIPEN notes, as we have undertaken the process of reviewing and commenting on SASB’s technical 
standards, we have received acknowledgement from SASB staff of their own oversight in reviewing and publicly 
documenting our submissions. We therefore had high expectations that the Rules of Procedures document 
would allay our concerns and ensure a transparent process to standards setting going forward. Unfortunately 
this document did not meet those expectations.  
 
We believe much of our concerns could be addressed if SASB would adopt ANSI’s due process requirements. We 
are growing increasingly concerned that SASB continues to cite its ANSI accreditation, and their desire for the 
standards to be applied within filings defined by a federal agency, and yet refuses to provide documentation 
which meets ANSI’s due process requirements. We strongly urge SASB rework the Rules of Procedure and give 
serious consideration to adopting ANSI accredited procedures as outlined in ANSI’s Essential Requirements: Due 
Process Requirements for American National Standards.7 
 
Sincerely, 

                                                      
5 Consensus is: “general agreement, characterized by the absence of sustained opposition to substantial issues by any 
important part of the concerned interests and by a process that involves seeking to take into account the views of all 
parties concerned and to reconcile any conflicting argument. Note—consensus need not imply unanimity. 
International Organization for Standardization (ISO). Guidance for ISO National Standards Bodies: Engaging Stakeholders 
and Building Consensus. http://iso.org/guidnaces_nsb.pdf 
7 American National Standards Institute. ANSI’s Essential Requirements: Due Process Requirements for American 
National Standards. 
https://share.ansi.org/shared%20documents/Standards%20Activities/American%20National%20Standards/Procedures,%20Guides,%20a
nd%20Forms/2016_ANSI_Essential_Requirements.pdf 
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30 June 2016 

To Whom It Concerns: 

With this submission, the UN Global Compact wishes to respond to SASB’s public comment period which 

closes on 6 July 2016 concerning the two exposure drafts and the proposal listed below.  Thank you for 

your consideration in advance.  Please direct any follow-up to Sarah Bostwick, Manager, Reporting, at 

 

-- 

Regarding SASB Rules of Procedure: Exposure Draft 

1. Does the process described reflect an approach to standard-setting that is transparent, market-

informed, and balanced?  

 

Yes, the process described seems wholly suitable and in line with industry standard and best 

practice.  We notice the length of public comment/consultation periods is described differently 

throughout and suggest for the sake of consistency to always describe it as “public comment 

period of 90 days, which can be shortened in extreme circumstances to no less than 45 days.”  

We’ve seen public comment periods of 10 days before, which is not enough.  On p 12, we 

suggest: “The Council will vote whether to approve codification of the Provisional Standards …” 

 

2. Will the process described ensure outcomes that facilitate material, decision-useful, and cost-

effective disclosures?  

Yes, we anticipate it will.  Nothing further to add. 

3. Is the governance structure clear and appropriate? Is it likely to ensure quality outcomes? 

 

Yes, the governance structure seems clear, suitable, and in line with industry standard and best 

practice.  Nothing further to add. 

 

Regarding SASB Conceptual Framework: Exposure Draft 

1. Do you find this Conceptual Framework understandable? If not, which particular section(s) of 

this document do you find difficult to understand? Do you have suggestions on how to make 

those sections clearer?  



 
 

Yes, it is understandable on the whole.  The diagrams are very helpful.  Sections that stand out 

as well-done are the final paragraph under “Sustainability Accounting” (p 3), the whole section 

on the tricky subject of materiality (p 7), and the illustrative climate risk examples on p 12. 

2. Does the discussion in Section 1 of this Conceptual Framework appropriately and clearly answer 

each of the five fundamental questions? If not, why not? Are there any other fundamental 

questions you believe need to be discussed in this section?  

Yes, the questions are clearly answered.  Consider adding a question on the minds of hundreds 

of companies that are part of the UN Global Compact: How do SASB standards relate to other 

global, national, sectoral reporting frameworks/standards/guidelines that also focus on 

sustainability information?  This would be useful for primary users of the standards in the US, as 

well as others abroad.  If you don’t add it as a fundamental question, it could go on p 6 as it 

answers the question, “How will it be used?”  The pie chart SASB has already developed showing 

material information for financial reporting as a fraction of potentially relevant sustainability 

information is useful to answer this question. 

3. Are the principles and criteria discussed in Section 4 of this Conceptual Framework sufficient to 

produce outcomes that meet SASB’s core objectives (i.e., disclosures that are material, decision-

useful, and cost-effective)? If not, why not? Are there any other principles or criteria you believe 

SASB should consider when selecting topics and/or metrics?  

Yes, we anticipate they will be very suitable.  Regarding the principle of relevance across an 

industry, consider whether this should extend, such as “relevance across an industry and/or 

society.”  We are getting at those sustainability megatrends that are systemically important for 

the good functioning of society and the planet – similar to the Systemically Important Financial 

Institution designation.  Such issues are systemically important if not at the individual company 

level, and can only be solved via collective action at mass scale, including companies.  I.e., the 

Sustainable Development Goals. 

4. Are there any other matters or issues that you believe the SASB should consider in finalizing the 

revisions to its Conceptual Framework? 

On p 11, we support how the 1/3 investors, 1/3 issuers, and 1/3 other stakeholders model 

remains consistent from the groups of industry experts for the provisional standards up to the 

highest level of governance in the Standards Council. 

 

Regarding SASB Proposal: Amendments to SICS 



 
 

1. Does each amendment proposed below improve SICS to bring it more in line with its purpose of 

grouping like industries based on the similarities of their sustainability profiles and shared 

sustainability risks, and opportunities? If so, how? If not, why not?  

Yes.  Each of the proposed amendments seems to give a better home to certain elements that 

were not optimally classified in the provisional standards and SICS. 

2. Do the proposed changes to SICS improve its usefulness for sector and industry analysis and 

portfolio construction according to sustainability risks and opportunities?  

Yes. 

3. Are the proposed changes to SICS likely to add a substantial cost burden for entities currently 

using SICS or considering using SICS that would outweigh the benefits? Please explain. 

 

No comment. 

 

4. The SASB is also seeking input on a specific question related to a Health Care segment. Please 

see Item 8 for more information. 

No comment. 
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Is ESG Reporting a Utopia or Reality?            
My Comments on the SASB’s ESG Reporting Standards 

Introduction  

ESG reporting, which is largely comprised of ESG accounting and rating, has made significant 

progress in terms of investor awareness since its inception in the late 1980s but getting it 

incorporated into the investor economic calculus has remained challenged.  According to 

“Sustaining sustainability: What institutional investors should do next on ESG,” a recent report by 

McKinsey & Company, less than 1 percent of the total capital of the 15 largest US public pension 

funds is allocated to ESG-specific strategies.  In this article, I explain the fundamental deficiencies 

of ESG reporting in its current form and present a viable solution.   

The Problem 

If implied economic costs of ESG risks were to be recognized as legitimate expenses in accounting 

reporting, the environmental legal personhood must be established so that the economic costs can 

be accrued and matched in revenue recognition and alleged management misrepresentations in 

ESG reporting can be litigated.  This is crucial as the environment is not self-representative in 

words and actions.  However, is it an attainable goal? 

The concept for the environmental legal personhood was first presented by Professor Christopher 

Stone in 1972 in his seminal article “Should Trees Have Standing? - Towards Legal Rights for 

Natural Objects.”  During the same year, Justice William Douglas endorsed the concept in his 

dissenting opinion in the landmark environmental law case Sierra Club v. Morton [405 U.S. 727 

(1972)].  Unfortunately, these early efforts failed to launch a sociological evolution in law toward 

recognizing the environmental legal personhood in conflict resolutions.  While various interest 

groups in the US have attempted to bring legal actions as guardians of the environment, the efforts 

have largely stalled due to that the threshold for standing is economic injury to the plaintiff instead 

the environment that the plaintiff tried to prevent, but the link from personal injury to 

environmental injury is difficult to establish.  

In the absence of the environmental legal personhood and the presence of national sovereignty, the 

following structural impediments for ESG reporting quickly emerged:   

http://www.mckinsey.com/industries/private-equity-and-principal-investors/our-insights/sustaining-sustainability-what-institutional-investors-should-do-next-on-esg?cid=other-eml-alt-mip-mck-oth-1606
http://weblaw.usc.edu/faculty/contactInfo.cfm?detailID=372
http://weblaw.usc.edu/faculty/contactInfo.cfm?detailID=372
http://isites.harvard.edu/fs/docs/icb.topic498371.files/Stone.Trees_Standing.pdf
http://isites.harvard.edu/fs/docs/icb.topic498371.files/Stone.Trees_Standing.pdf
https://en.wikipedia.org/wiki/William_O._Douglas
https://en.wikipedia.org/wiki/Sierra_Club_v._Morton
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1. Adoption of ESG reporting in autonomous national accounting and legal systems is highly 

problematic and uncertain due to: 

a. The economic costs of ESG risks cannot be accrued and matched in revenue 

recognition of double-entry accrual accounting. 

b. The absence of legalization of ESG risks in financial reporting abdicates ESG 

reporting of its accounting authority via interaction with law, including contractual 

law, state corporate law, litigation, tax law and securities law.   

c. Uncertain future of global carbon regulations, including climate modeling, reporting, 

audit and enforcement at the national level, presents significant level of 

uncertainties in ESG reporting.   

2. Difficulties in establishing a monetary materiality threshold for ESG reporting given most 

of the ESG risks, such as pollutions or violations of environmental regulations, have 

already been covered by insurance.  This effectively removes the ESG factors from the 

investor economic calculus of risk, return, market exit, price discovery and investor dispute 

resolution.      

3. Inconsistent ESG risk analyses, i.e. ESG equity analysis is subject to an implied perpetual 

going concern status and ESG rating is in the context of incremental credit risks subject to 

bankruptcy.  Hence, the score-based ESG equity analysis and ESG ratings do not add any 

incremental probabilistic information to the investor economic calculus.   

The Solution 

ESG risks should be analyzed in the context of going concern valuation (“GCV”) – insolvency risk 

discounted cash flow valuation that would unite the otherwise separate ESG equity and credit 

analyses.  Hence, probable environment accidents or environmental regulatory violations 

(“probable ESG risks”) would be recognized as contingent environmental stakeholders with 

contingent claims on GCV in going concern rating (“GCR”).  In this economic analytical 

framework, ESG risks would be analyzed, disclosed and reported as follows: 

1. Define the probability threshold for the probable ESG risks subject to GCR environmental 

audit.  The accrual of probabilistic economic costs (“PEC”) of the probable ESG risks, i.e. 

an inventory of probets in a triple-entry journal, would be disclosed in 10-K/Q under the 

safe harbor protections of the Private Securities Litigation Reform Act of 1995. 
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2. Define the GCV materiality threshold for discharges of PEC of the probable ESG risks.  

The matching of economic costs of ESG risks in revenue recognition would be reported in 

financial statements.   

3. Upon the probability threshold, the probable ESG risks would be recognized as a 

contingent environment stakeholder in GCR to change the notching order for issue GCRs.  

Custodians for the contingent environmental stakeholder, including insurance companies, 

would be defined subject to the amount of economic injuries.   

4. Upon the GCV materiality threshold, PEC would be analytically discharged to affect GCV 

reallocations among regular stakeholders and the contingent stakeholder.   

5. ESG related disputes would be subject to arbitrations by alternative legal discovery panels 

which are hybrid socio-legal institutions designed as a catalyst for the sociological 

evolution in jurisprudence for resolutions of ESG related conflicts (among other hybrid 

global social-political-economic conflicts)     

6. GCV allocation to the contingent environmental stakeholder would be deposited in escrow 

accounts as environmental loss reserve to be distributed to the custodians upon actual 

materialization of the probable ESG risks. 

Conclusion 

ESG reporting in its current form, i.e. score-based equity analyses and ESG ratings, do not add any 

incremental probabilistic information to the investor economic calculus.  Furthermore, it cannot be 

incorporated into the autonomous national accounting and legal systems given the lack of 

environmental legal personhood, double-entry accrual accounting and national sovereignty.   

Going Concern (“GC”) Economics is a new economic theory that would usher in the sociological 

evolution in jurisprudence for resolutions of hybrid global social-political-economic conflicts and 

triple-entry accounting to effectively incorporate ESG reporting into the GCR analytical 

framework. 

I appreciate the opportunity to comment on the new SASB standards and would be happy to 

further discuss my comments. 

Sincerely yours, 

Simon Hu    
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Appendix:  Related Articles by Simon Hu 

1. Unilateral Non-Transactional Economic Activities - The Concept of Probabilistic 

Economic Costs in Revenue Recognition. 

2. The Politics and Economics of a Global Going Concern Economy – The Transition of 

Accrual Accounting from Double-Entry to Triple-Entry. 

3. The Continuing Evolution of Accrual Accounting - In the Context of Depreciation 

Accounting and Going Concern Rating. 

4. Conceptual Design of Supply Chain Finances as an Institutional Asset Class. 

5. A Critical Review of Dagong’s Rating Methodology 

6. Disclosure, Discharge and Reporting of Going Concern Uncertainties. 

7. Disclosure of Valuation Uncertainties: The Next Litigation Battleground.     

8. Going Concern Rating Methodology. 

9. Government Accountability Rating Methodology. 

10. Going Concern Rating and Economic Analysis of Insolvency Risk. 

 

http://blog.wikirating.org/2015/09/12/a-critical-review-of-dagongs-rating-methodology/
http://www.creditspectrum.com/product/disclosure-valuation-uncertainties-next-litigation-battleground/


From:
To: Comments @ SASB
Subject: Comments on the Conceptual Framework
Date: Wednesday, June 22, 2016 9:03:20 AM

Greetings, 

Thank you for the opportunity to comment on the SASB Conceptual Framework. I would like to offer the 
following comments and observations. If you have a moment to clarify my questions, I would be grateful for 
that, especially as a of the FSA Level 1 certification.

Overall, I find the Framework to be somewhat confusing about where companies are expected to report on 
various sustainability issues. Which of the 30 items in the SASB Universe of Sustainability Issues (p. 3) is 
every company is expected or encouraged to report on? Or are companies only expected/encouraged to 
report only on the Disclosure Topics & Metrics identified for their industry sector, and only in SEC filings? Is 
the expectation that they will report other metrics not identified as material in non-SEC disclosures such as 
GRI reports? This needs to be clearly communicated.

I would have expected that the “Systemic Sustainability Issues” could perhaps clarify my questions, but it 
doesn’t. For example, it mentions the cross-cutting issue of political contributions, but browsing through a 
few of the industry standards, I’m not finding that issue identified as a suggested metric even in industries 
where political giving and lobbying is very high (pharma, investment banking and brokerage). Has SASB 
identified metrics for this issue (and other cross-cutting issues like board diversity or tax disclosures), and if 
so, where can they be found and where do they fit into the larger schema?

I hope that my observations are useful as you move to the next stage.

Best regards,

Shelley Alpern
Director of Social Research & Shareholder Advocacy
Clean Yield Asset Management

 

This is not an investment recommendation or a solicitation to become a client of the firm. Unless indicated, these views are the author’s and may differ 
from those of the firm or others in the firm. We do not represent this is accurate or complete and we may not update this. Past performance is not 
indicative of future returns. You may contact me for additional information and important disclosures. You should be judicious when using email to 
request or authorize the investment in any security or instrument, or to effect any other transactions. We cannot guarantee that any such requests 
received via email will be processed in a timely manner. This communication is solely for the addressee(s) and may contain confidential information. 
We do not waive confidentiality by mistransmission. Clean Yield Group monitors and stores both incoming and outgoing electronic correspondence.

 



 
 
 
 
 

THOMAS P. LOFTUS, JR.  
 
 
 

  
 
 
Comments on the SASB Conceptual Framework: 
 
1. Page 2 Sustainability Accounting: Brundtland Report definition of sustainability refers to 

future generations. The SASB definition “for the purpose of sustainability standards” does 
not include a reference to future generations. Consider including explicit reference to future 
generations in the definition given (italicized text) since that is what SASB appears to assume 
as an objective/outcome of using sustainability accounting standards for SEC reporting. 

2. Page 9 Evidence-Based section: the second paragraph, second line includes the statement “… 
it is an indication that a standardized form of disclosure is warranted, but it is not a 
determination of materiality.” The last sentence states “It also ensures that SASB standards 
are kept to a minimum set of topics that are reasonably likely to constitute material 
information.” I found the two sentences confusing and possibly contradictory. 

3. Page 10 Evidence of Financial Impact: the two lines above the bullet points at the bottom of 
page 10 identify “cost of capital” as a type of financial impact. The bullet point addressing 
this financial impact is titled “Risk profile.” Consider “Cost of Capital/Risk profile” as used 
later in the document. 

4. Page 11 the last paragraph before the Market-Informed section stating SASB uses the SEC’s 
two-part test to determine materiality seems out of place and reads awkwardly following the 
discussions of Evidence of Interest to a Reasonable Investor and Evidence of Financial 
Impact. 

5. Page 13 Criteria for Accounting Metrics: the Distributive criteria seems to suggest that a 
range of company performance is necessary for the metric to be useful or meaningful. I am 
not sure that is an appropriate criteria, especially in the context of Sustainability.  

 
Sincerely, 
Tom 



 
 
 
 
 

THOMAS P. LOFTUS, JR.  
 
 
 

  
 
 
Comments on the SASB Rules of Procedure: 
 
1. Page 8 Standards Oversight Committee: consider staggered member terms to provide for 

continuity as Committee members join and leave the Committee. 
2. Page 10 The Standards Council: consider adding to the quorum requirements that at least one 

member from each of the stakeholder groups should be present. 
 
 
Sincerely, 
Tom 



 
 
                 
 

 

 
 
 
 

   
 
 
 
July 6, 2016 

 
Ms. Janine Guillot 
Director of Capital Markets Policy & Outreach 
Sustainability Accounting Standards Board  
1045 Sansome Street, Suite 450  
San Francisco CA 94111 
 
Via Email: comments@sasb.org  

 
 
 
Dear Ms. Guillot, 

 
Re: SASB Conceptual Framework 

 
We welcome the opportunity to respond to the consultation regarding the Sustainable Accounting 
Standards Board (SASB) Conceptual Framework. 
 
British Columbia Investment Management Corporation (bcIMC) is an asset manager with approximately 
CDN$123 billion in assets under management, one of the largest institutional investors in Canada. Our 
investment activities help finance the pensions of approximately 500,000 people in our Canadian 
province, including university and college instructors, teachers, health care workers, firefighters, police 
officers, municipal and other public sector workers. On behalf of these pension beneficiaries, we provide 
long term capital to companies around the world that we believe will provide strong and stable financial 
returns.  
 
As a large institutional investor with a long term perspective, bcIMC is supportive of enhanced reporting 
on environmental, social and governance (ESG) factors or sustainability factors. Our organization has a 
firm commitment to integrate ESG into our investment decision-making and the only way to fulfill this 
commitment is to have credible, reliable and comparable company data across relevant peer groups. 
Despite advancements in ESG reporting, our experience shows that companies are still providing 
inconsistent and incomplete ESG information to the investor community and the work of SASB can help 
bridge this gap. 
 
Overall, we find the framework to be clear and focused on its primary audience, the investor. While we 
recognize that companies have many stakeholders to satisfy, bcIMC's primary concern is getting the 
information we require to make informed investment decisions. This is why we appreciate the SASB 
framework and approach, as the intended audience is very clearly identified, which in turn helps issuers 
focus on the material ESG issues relevant to their business.  
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One point of clarification that might be useful is the notion of third party assurance. At the outset of the 
document, one of the key revisions identified in the framework is the clarification of the SASB approach 
to third-party assurance; yet, we did not find this type of clarification within the text of the framework. 
The only reference to third party assurance appears within the principle of data being verifiable but 
additional clarification is required if this was one of the specific aims of updating the Conceptual 
Framework.     
 
bcIMC agrees with the criteria for evaluating potential accounting metrics that have been identified in 
the framework with the exception of: 
 
 Distributive: Metrics will yield a discernible range of data for companies within an  
 industry allowing users to differentiate performance on the topic or an aspect of the  
 topic.  
 
We would argue that until the data is actually collected it is difficult to understand whether or not a 
metric is distributive. The range of data that results from measuring a certain metric is highly dependent 
on the actual performance of the industry players. For example, workplace fatalities would be a material 
indicator for some sectors but it is impossible to know whether the measure itself is going to yield a 
range of outcomes once collected and assessed. It is also our view, that while benchmarking peers is 
important and part of our process, some data is useful in absolute terms.  
 
It is our impression that adhering to all other criteria listed in the framework will meet the objectives of 
producing material disclosure that is decision-useful for investors and cost effective for issuers. The 
principles and criteria outlined guide companies away from promotional disclosure that is overly 
qualitative to that which is focused on how the company measures the creation of value over the long 
term. This meets our needs as investors as we attempt to assess risk in our portfolio and is consistent 
with what bcIMC communicates to issuers when we engage with them on ESG disclosure. 
 
bcIMC is appreciative of SASB's efforts to meet the needs of investors as the ESG reporting landscape 
continues to evolve. The Conceptual Framework is clear and is aligned with our own objectives of 
integrating material information into our analysis of companies when making investment decisions using 
a sector-based approach. 
 
Thank you for the opportunity to contribute to the work of SASB. 
 
 
Regards, 
 
 

 
 
Bryan Thomson 
Senior Vice President, Public Equities 
 





From:
To: Comments @ SASB
Subject: General comments on SASB rules of procedure and conceptualn framework
Date: Wednesday, July 6, 2016 10:13:47 AM

Dear Administrator
 
I have general comments that I would like you to address in SASB’S rules of procedure and
framework.
 

1.    As I understand the “cost effective” in conceptual framework considers cost of
reporting/disclosing metrics. Does it include cost of measuring as well as cost of
operating these metrics? Sometime the resources applied to operate and measure
metrics may exceed ultimate benefit on sustainability. Is there any provision to
identify this defect and if found, how do you expect corporate issuers to manage
these unsustainable events?

 
2.    How do you separate and propose to manage the Hot button topics (where an

actual effect of an issue on sustainability is far less than it’s perception) and the Hot
issue topics (where an actual effect of an issue on sustainability is far more than it’s
perception) during setting up the standards and during the revision of the standards
as they both are important to manage public and sustainability at large?

 
3.    How do you propose to consolidate the results of metrics where many companies

operate in various countries, where importance of sustainability topics varies (legally
and perceptually), rules of measurements varies and ways you are able to
implement metrics to achieve successful outcome varies?

 
4.    Activity metrics requires publishing of data such as quantity of products produced or

services provided as well as numbers of customers. Wouldn’t this be a disclosure of
key confidential data or business information and the disclosure should be avoided?

 
5.    As achieving certain metrics materially within category means certain benefits to

environment, communities, corporate issuer etc., how do you calculate risk on
matrix not achieved or poorly achieved? This cannot be calculated unless each
factor in metrics has weighing. Otherwise, the rule of 80-20 would distort the fact
that achieving 80% of factors in a matrix may have only 20% of the effect on
sustainability. If you don’t agree to establish weighing on each metrics, what is your
plan to clarify this distortion?

 
6.    Many corporations have spread their business across many industries and may have

different categories too. Have you produced any rules on consolidating material
information and at the same time it continues to maintain peer group comparison?
 

 
Thank you,
 
Sincerely
 
Ramesh Ghodasara
Kaz Canada, Inc. A Helen of Troy Company.
 



 

 
 
 
July 6, 2016 

 
Jean Rogers 
Executive Director 
SASB 
1045 Sansome Street, Suite 450 
San Francisco, CA 

 
 Via email to comments@sasb.org 

 
Re: Comments on SASB April 2016 Conceptual Framework and its Implications for 
Potential SEC Rulemaking on Sustainability Disclosure 

 
Dear Ms. Rogers, 
 
I am writing on behalf of the Investor Environmental Health Network (IEHN) to comment on the 
SASB’s April 2016 revision of its Conceptual Framework and the related letter to the SEC on the 
Regulation S-K Concept Release.  IEHN is a collaborative partnership of investment managers 
($50B AUM) concerned with financial and public health risks associated with corporate toxic 
chemicals policies. Engaging through dialogue and shareholder resolutions, IEHN members 
encourage companies to adopt policies to continually and systematically reduce and eliminate the 
toxic chemicals in their products and activities. Recent focus issues included risks and 
opportunities associated with toxic materials in products and the environmental impacts of 
hydraulic fracturing, including governance and disclosure issues related to these and similar 
matters.  

  
This comment comes at a time in which the Securities and Exchange Commission has solicited 
comments on its Concept Release regarding Regulation S-K, including the potential for the SEC 
to require more specific disclosures on matters of sustainability. The SASB submitted its 
comments to the SEC regarding Regulation S-K on July 1. Letter of Jean Rogers to Brent J 
Fields, Secretary, SEC (hereafter, “the SASB-SEC Letter”). That letter, advocating for SASB 
and its standards to be the leading and perhaps sole contender for SEC sustainability disclosure 
requirements, raises the stakes and thus requires close scrutiny of the Conceptual Framework by 
investors.  

 
Therefore, our comments are framed by our understanding of how the SASB-SEC Letter and 
underlying Conceptual Framework have inappropriately defined or blurred the definition of 
materiality to focus almost exclusively on the impact of information on a company’s financial 
value, to the exclusion of all other investor concerns and interests.  
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Misdefining Materiality 

 
In the SASB-SEC Letter, you wrote: 

SASB standards are the only sustainability standards developed in accordance with 
the definition of “materiality” defined by federal securities laws. SASB has identified 
disclosure topics that meet the materiality test set forth by the Supreme Court and 
used by the SEC in setting its standards – that is, information that would be 
important or would alter the "total mix" of information available to the reasonable 
investor. In addition, any topics identified as likely being material have 
undergone a rigorous analysis of the likelihood and magnitude of its effect on 
the financial condition or operating performance of a company, or on the entire 
industry… If financial materiality and the link to financial impact could not be 
demonstrated for a particular topic, the topic was not included in the standards. 
[Emphasis added]  

Further, this narrow definition of materiality supported by SASB is contrasted in the SASB-SEC 
Letter with other definitions of materiality which give greater consideration to non-investor 
input:  

 
Inconsistent definition of “materiality”: Many companies are using different 
definitions of “materiality” in their sustainability reports and SEC filings. This 
is common practice for companies that follow Global Reporting Initiative 
(GRI) guidance, which recommends prioritizing material issues on the basis of 
stakeholder interest (as opposed to following the Supreme Court definition of 
“materiality”). A company’s use of a definition of “materiality” that deviates 
from the securities law definition creates confusion and potential liability risks. 

SASB’s rigorous focus on the impact of information on an individual company’s valuation can 
certainly yield useful information to companies and to investors.  

However, the usefulness of such a focus should not be at a cost to investor or SEC 
understanding of the definition of material information on sustainability. We believe that SASB 
has done a disservice to investors by misdefining and inappropriately narrowing the definition 
of materiality in its standard setting and SEC comment letter, with a number of potentially 
serious consequences flowing from that error.  

 Defining Materiality  
  
The Supreme Court definition as stated in TSC v Northway is:  
 

 [T]here must be a substantial likelihood that the disclosure of the omitted fact would have 
been viewed by the reasonable investor as having significantly altered the "total mix" of 
information made available.  
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The definitions and case law make it clear that materiality is determined by whether the 
information alters the total mix of information in a way that could alter the reasonable investor’s 
decisions – to buy or sell shares, for instance, or to vote a certain way on a proposal.  
 
Today, in a marketplace in which as the SASB-SEC letter acknowledges, a major portion of 
investors focus on issues of sustainability in investing decisions, the effect of a disclosure point 
on valuation is part of what investors seek, but it is not the ONLY information that is material. 
For instance, an increasing portion of investors seek to evaluate a corporation’s political 
contributions policy or climate policies, above and beyond the impact of these issues on 
company valuation.  
 
In contrast, the SASB definition of materiality, including the process of identifying evidence of 
materiality gives nearly exclusive focus to the impact of topic on company value. While 
company value impacts are obviously part of materiality, various information is material, i.e. it is 
or should be of interest to the reasonable investor, regardless of whether it affects long-term 
value of the reporting company.  
 
The SASB Conceptual Framework includes the opportunity for SASB to occasionally adjust this 
definition, but apparently rarely, where there is either information that is uniquely of concern to 
stakeholders or presents systemic risk.  
 

Certain prominent sustainability issues, such as climate change, water use, human capital, and political 
contributions, generate great interest from a variety of parties, including the media, the public, 
government agencies, nongovernmental organizations, and investors. However, the SASB subjects these 
issues to the same evidence-based, market-informed approach used for all potential disclosure topics. 

Through its industry focus, the SASB systematically assesses the relevance of each topic and the 
potential for material impacts on companies in each SICS industry. This ensures that topics recommended 
for disclosure are included in the standards on the basis of evidence amassed in an industry context as 
well as input from a balanced group of industry experts. 

When topics are determined to be reasonably likely to have material impacts in more than one 
industry, they are referred to as cross-cutting issues.  Conceptual Framework Page 12 
 

While we agree this additional focus on crosscutting issues and on systemic risk is appropriate 
and addresses material information, the SASB-SEC letter emphasizes that: 
 

“If financial materiality and the link to financial impact could not be demonstrated for a 
particular topic, the topic was not included in the standards.”   

 
In contrast to this posture, we believe that cross-cutting and systemic issues can be material 
regardless of their impact on valuation.  Furthermore the conceptual framework does not ensure 
adequate transparency of when the SASB chooses to deviate from its value proposition to 
include other criteria in its standard setting. The known exception is climate risk, where SASB 
has acknowledged it has found systemic and cross cutting risk. SASB Technical Bulletin on 
Climate Risk.  
 
Because the SASB has positioned itself to become a third-party arbitrator of materiality when it 
comes to sustainability information, this inappropriate narrowing of the Securities and Exchange 
Commission’s and judiciary’s definition of materiality is highly consequential. A reasonable 
investor may well be interested in more than only information relevant to the value of the 



SASB Conceptual Framework   Page 4 
July 6, 2016 
 

 
 
 

individual company. By overemphasizing this value proposition in framing of materiality, the 
SASB risks causing long-term damage to the cause of effective sustainability reporting.  
 
For large pension funds and other investors which are universal investors broadly invested in the 
marketplace, and engaged investors which practice active engagement on matters of the 
environmental and social impact of their investments, information with no apparent financial 
relevance to the registrant’s valuation may be of great interest.  For instance, disclosures by a 
company related to externalities such as unregulated pollution, even if the issues are not expected 
to be internalized, can certainly be material to buy and sell decisions about such a company by 
the investors even though the externalities do not affect value of that company directly. This is 
especially the case with a set of considerations related to sustainability, which by definition 
encompass the economy/society-wide consequences of company actions. These issues are of 
concern because they present “portfolio risk” or systemic risk, regardless of whether they will 
affect the registrant’s valuation.  
 
Sustainable accounting as a focus for securities regulators and sustainability accounting 
standards as initiated by SASB are a necessary corrective to the failure of market forces and 
securities regulators to address environment, human rights, governance and other issues of great 
importance. The poor availability and inconsistency of this data is due in part to siloed economic 
decision-making; the SASB should not repeat this problem in its Conceptual Framework, but 
rather should make it clear that its selection criteria for material information reflect, quite simply, 
the information on sustainability that the reasonable investor would find of interest in the total 
mix of information. 
 
Conflating Relevance to MD&A with Materiality of Issues 
 
The SASB Conceptual Framework states that the "purpose" of sustainability accounting and 
disclosure according to the conceptual framework is to capture value that is not reflected in 
traditional financial statements: 

     

    Market value typically differs from book value, in part, because traditional financial statements do 
not necessarily capture all of the factors that contribute to a company’s long-term ability to create 
value. Much of this “value gap” is attributable to, or can be significantly impaired by the 
management or mismanagement of, environmental, social, and human capitals as well as corporate 
governance and opportunities for innovation. Therefore corporate reporting must extend beyond 
financial statements to facilitate the measurement and reporting of sustainability information that 
will enhance a decision makers’ understanding of all material risks and opportunities. Like financial 
accounting, sustainability accounting has both confirmatory and predictive value, so it can be used to 
evaluate past performance as well as for future planning and decision support. As a complement to 
financial accounting, it helps provide a more complete view of a corporation’s performance and its 
ability to create long-term value. 

 
In describing how it determines materiality the SASB Conceptual Framework notes: 

SASB STANDARDS IDENTIFY INFORMATION THAT IS LIKELY TO BE MATERIAL 
 
SASB standards address the sustainability topics that are reasonably likely to have material 
impacts on the financial condition or operating performance of companies in an industry. The 
SASB recognizes that each company is ultimately responsible for determining what information is 
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material and what information should be included in its SEC filings. In identifying sustainability topics 
that are reasonably likely to have material impacts, the SASB applies the definition of “materiality” under 
the U.S. securities laws. 

According to the U.S. Supreme Court, information is material if there is “a substantial likelihood that 
the disclosure of the omitted fact would have been viewed by the reasonable investor as having 
significantly altered the ‘total mix’ of information made available.”11

  

A duty to disclose material sustainability information may arise under the requirements of Regulation 
S-K. Regulation S-K, which sets forth the specific disclosure requirements associated with Form 10-K 
and other SEC filings, requires that companies describe known trends, events, and uncertainties that 
are reasonably likely to have material impacts on their financial condition or operating performance 
in the Management’s Discussion and Analysis of Financial Condition and Results of Operations 
(MD&A) section of Form 10-K or 20F. 

The MD&A requirement calls for companies to provide investors and other users with material 
information that is necessary to form an understanding of the company’s financial condition and 
operating performance, as well as its prospects for the future.12 The SEC’s interpretive guidance on 
disclosure requirements related to climate change and cybersecurity highlight the applicability of 
other Form 10-K sections, namely the description of business (§ 229.101), and risk factors (§ 
229.503(c)).13,14 SASB standards help issuers identify sustainability topics that, substantiated by 
evidence, constitute known trends, events, and uncertainties that are reasonably likely to have 
material impacts on companies in an industry. [Emphasis added] 

 
It is perhaps in this passage that the SASB has made the leap from a definition of materiality to 
determining which material information will be included in SASB standards. Reading the 
passage in its entirety it becomes clear that SASB is focused on material information relevant 
to disclosure in the MD&A. 
 
Determination of materiality is an entirely different matter than whether information is relevant 
for disclosure in a particular place, especially the MD&A.  Since current SEC regulations 
provide that the MD&A is focused on information that may affect the results of registrant’s 
operations and finances, this is a narrowing beyond the definition of materiality. But this 
confined scope of the MD&A should not be conflated with the definition of materiality.  

 
SASB’s Blurry, Flawed Definition of Materiality Has Broad Consequences  

 
Of greatest concern in considering the conceptual framework is the possibility that the SASB’s 
narrowing definition of materiality could find its way into SEC, judicial or investor 
interpretations. Since the SASB has positioned itself as an independent standard-setting body 
similar to FASB, we consider it to be highly consequential how the definition of materiality is 
applied to sustainability issues. Clearly, the SASB still could correct this issue by returning to the 
Supreme Court definition without distorting the definition as it has done in the framework and 
clarifying the distinction between relevance to the MD&A and materiality.  

 
The practical reality is that as a market leader, SASB and its standards do not only provide 
information that investors seek - it effectively plays the role of advising investors as to the type 
of information that they should seek.  
 
We believe it is a serious error to repeat and reinforce the flawed logic of the current investment 
marketplace - that reasonable investors would “only” look to company disclosures for what they 
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say about the value of the company, ignoring whether and how the company’s disclosures inform 
us of the impact of the company on our world, including an investor’s other holdings as well as 
the investor’s reliance on a clean and sustainable economy. 
 
In fact, as detailed below, this mis-definition of materiality has already led to a logic that caused 
SASB to draw a number of erroneous conclusions in the SASB-SEC Letter.  
 
Identified Problem of Biased Sustainability Reports Leads to  
Wrong Conclusion by SASB 
 
The SASB letter states: 
 

Biased account: Standalone sustainability reports are often prepared by corporate 
communications departments or public relations firms. They tend to be positively biased 
and do not provide investors with a true and fair representation of performance on material 
risks. A recent study published in Accounting, Auditing and Accountability Journal 102 
indicated that 90 percent of known negative corporate events were not reported in A and 
A+ rated sustainability reports. This practice of producing a glowing sustainability report is 
known as “greenwashing”. 

 
We draw very different conclusions from SASB about voluntary sustainability reports, at least 
with respect to the role of the SEC in ensuring complete and investor-useful disclosures. 
Although the SASB standards are useful in delineating a small set of data points of disclosure 
that could appear in a company’s SEC filings, because CSR reports are intended for investors as 
among their intended audiences the Securities and Exchange Commission should not be ignoring 
those reports.  Instead, securities regulators and investors should deploy all available authority 
and influence to prevent materially misleading or incomplete disclosures in those CSR reports. 
The SEC has authority to act in this area both through scrutiny of the existing reports, and 
through disclosure rules which effectively embrace (and warn companies) that CSR reports are 
fair game for SEC and investor enforcement actions pursuant to Rules 10b-5 and 14a-9:  
 

 Rule 10b-5: 
 

It shall be unlawful for any person, directly or indirectly, by the use of any means or 
instrumentality of interstate commerce, or of the mails or of any facility of any 
national securities exchange, 
… 
(b) To make any untrue statement of a material fact or to omit to state a material fact 
necessary in order to make the statements made, in the light of the circumstances under 
which they were made, not misleading, or 
 … 
in connection with the purchase or sale of any security. 

 
 Rule 14a-9 
 

No solicitation subject to this regulation shall be made by means of any proxy statement, 
form of proxy, notice of meeting or other communication, written or oral, containing any 
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statement which, at the time and in the light of the circumstances under which it is made, 
is false or misleading with respect to any material fact, or which omits to state any 
material fact necessary in order to make the statements therein not false or misleading or 
necessary to correct any statement in any earlier communication with respect to the 
solicitation of a proxy for the same meeting or subject matter which has become false or 
misleading." 

 
We believe that the SEC in further consideration of regulation S-K should consider various 
strategies to help to eliminate investor-oriented greenwashing, regardless of whether it appears in 
a securities filing or a CSR report. The fact that some company publications contain some 
financially immaterial information does not justify a narrowing of SEC focus to ignore or 
circumscribe the wide array of sustainability reporting and investor-impacting greenwash that 
occurs today.   
 
Line Item Disclosures Can be Material and Appropriate for Many Topics – Even if 
Financial Impact on Value Varies from Sector to Sector 
 
The SASB-SEC Letter states: 

Line-item disclosure requirements are not appropriate for sustainability issues. 
Sustainability issues are not material for all companies, and when they are material, 
they manifest in unique ways and require industry-specific metrics. Requiring generally 
applicable line-item disclosures would result in additional corporate reporting burden 
and a large volume of information that is immaterial to investors. 

 
 This conclusion by SASB that “line item disclosures” are not appropriate for the SEC is a 

substantial error. There are numerous sustainability metrics that are relevant, crosscutting metrics 
and which are material to investors even if they do not as dramatically affect value for some 
companies and sectors than in others. This statement appears to arise from the SASB’s adherence 
to a distorted definition of materiality, in which the relative impact on individual company value 
is the sole criterion. 

 
 Investors and the Securities and Exchange Commission might well identify various line 

items relevant to sustainability that are appropriate regardless of the relative impact on value. 
Item 103 on anticipated environmental penalties in excess of $100,000 is one example of such a 
line item.  

 
Two examples of line item disclosures that investors currently seek include: 

 
Political contributions disclosure (and lobbying)  - SEC Petition 4-637-2 
 
Scope 1, 2 and 3 Greenhouse Gas emissions  

 
While the sector by sector approach of identifying financially material data points is useful, it 
does not negate the validity of SEC imposition of market-wide line items. Such data points are 
material because investors seek them across the marketplace. 
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SASB Standards are simply NOT the Sole Suitable Standard for SEC Consideration 
 
The SASB-SEC Letter states:  

The Commission should acknowledge SASB standards as an acceptable disclosure 
framework for use by companies preparing their SEC filings. SASB, through 
extensive research, analysis, and due process, issues standards for 79 industries, 
consistent with the definition of “materiality” under the federal securities laws. 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. 

 
 The conclusion that the SEC could reference SASB as a means of complying with the 

securities laws is not inherently controversial, except when it spills over into SASB’s seemingly 
authoritative (but quite erroneous) interpretations implying: 

 
- There are no line item sustainability disclosure requirements that are appropriate for the 
SEC to require. 

 
- The CSR reports are irrelevant to SEC enforcement obligations, and not appropriate for 
referencing or use in the 10K 

 
- The SASB standard is the only standard with a materiality pedigree worthy of 
consideration by the SEC. 

 
The SASB-SEC Letter and Conceptual Framework’s implication is that the SASB Standards 
reflect the best course of action for SEC to address sustainability. Instead, multiple actions 
should be considered by the SEC that more adequately reflect the range of investor interest in 
sustainability disclosures and especially investors whose fiduciary duties necessitate attention to 
crosscutting and systemic risks. 

 
 
 
Sincerely, 
 
   /S/ 
 
Sanford Lewis 
General Counsel 
Investor Environmental Health Network 
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cc:  
Thomas Riesenberg, SASB  
Richard Liroff, Executive Director, Investor Environmental Health Network 
Jonas Kron, Trillium Asset Management 
Adam Kanzer, Domini Social Investments 
Mindy Lubber, CERES 
Robert Eccles, Harvard Business School  
Robert DiNapoli, NY State Comptroller 
CalSTRS 
CalPERS 
Andrew Green, Center for American Progress 
Bruce Freed, Center for Political Accountability 
CDP
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Hello SASB,
By way of introduction, my name is Avantika Saisekar and I am the product specialist for ESG at
Northern Trust. Our ESG team has gone through the three key documents you sent over in April and
are agreeable on the proposed content.
 
Northern Trust has a robust Fundamental Equity team. We believe that the majority of our feedback
will be regarding the material factor reports for each sector. Being one of largest asset managers in
the world, this is an area we would like to engage with SASB. Could you advise when we should
expect the commenting period to begin as we will be coordinating with our sector analysts.
 
We look forward to engaging with SASB on this important initiative.
 
Kind regards,
Avantika  
 
____________________________________________________________________________________

Avantika Saisekar
Associate Product Specialist | Environmental, Social, Governance Investment | Asset Management

 
CONFIDENTIALITY NOTICE: This communication is confidential, may be privileged and is meant only for the

intended recipient. If you are not the intended recipient, please notify the sender ASAP and delete this message

from your system.

 

https://www.northerntrust.com/
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SASB 
1045 Sansome Street, Suite 450 
San Francisco, CA 94111 

 
 

 
Munich, 27/06/2016 

 
 
 
Subject: Response to Call for Public Comment 
 
 
Dear Sir/Madam , 
 
thank you for the opportunity to respond to SASB’s Rules of Procedure, Conceptual Framework and SICS 
Classification. Overall, we see your initiatives in the area of sustainability standard-setting very positively. 
We have therefore only focused on a few concrete aspects  and have limited ourselves to short comments. 
 
Information that is material:  

- materiality assessments depend very strongly on the stakeholders that are chosen for such 
surveys. It is therefore vital to cover a broad range of stakeholders which are both interested and 
well-informed with regard to sustainability. Most traditional investors might not have such 
knowledge.  

 
Evidence-based approach:  

- certain social and environmental risks might be more indirect and have a more long-term impact 
on financial and operating performance. Nevertheless, this impact can be strong and such topics 
should therefore not be neglected, especially in the interest of long-term investors. 
 

 
We will follow the further development closely and look forward to seeing its results.  
 
Kind regards, 
Lydia Sandner 
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Feedback on SASB Documentation from Teck  
 
Table of Contents: 
 
1. The SASB Conceptual Framework 
2. The SASB Rules of Procedure 
3. The Sustainable Industry Classification System™(SICS™)  
 
1. The SASB Conceptual Framework 

 
Do you find this Conceptual Framework understandable? If not, which particular section(s) of this 

document do you find difficult to understand? Do you have suggestions on how to make those sections 

clearer? 

Teck Response:  

 The conceptual framework is understandable and the value of standardization is strong, but the 
rationale for SASB to create standards in addition to existing reporting frameworks such as the 
GRI framework or other reporting framework is not. We understand that you have signed an MOU 
with GRI and IIRC, but the conceptual framework would be clearer if it explained the 
difference/similarities between each of the major frameworks and the rationale for SASB 
developing separate standards. Within the provisional standards, it would very helpful to cross 
reference the GRI aspect that aligns with the SASB indicator.  

 The focus on materiality is appreciated, although we think it would be helpful to provide further 
guidance on the anticipated outcome of a company self-determining a topic contained within the 
SASB industry-specific indicators is non-material and subsequently not reporting on it.  

 There should be further guidance on how diversified companies like ours are expected to report 
on material topics and metrics. While the industry classification system is helpful, diversified 
companies may have activities that cover several of the standards within one industry. For 
example, Teck’s activities would prompt responding to Metals and Mining, Coal Operations and 
potentially Oil & Gas –Exploration & Production. Several of the indicators in those standards are 
the same. Is the expectation to respond to all of them separately?  

 On ‘Elements of Standardized Presentation’, there should be further guidance in the activity 

metrics about how to present data – in particular, consolidated versus proportional data sets – 
and guidance on using non-US standards. Foreign companies responding to the indicators 
should have flexibility to use standards that are compatible with US standards rather than using 
the US standards themselves.  

 

Does the discussion in Section 1 of this Conceptual Framework appropriately and clearly answer each of 

the five fundamental questions? [What is sustainability accounting? What is the purpose of sustainability 
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accounting? How does it differ from financial accounting? Who is its intended audience? How will it be 

used?] If not, why not? Are there any other fundamental questions you believe need to be discussed in 

this section? 

Teck Response:  

 Partially – under ‘Sustainability Accounting’ the definition of sustainability as “corporate activities 

that maintain or enhance the ability of the company to create value over the long term” seems 

better portrayed as describing a company’s interface with sustainability matters rather than a 
definition of sustainability itself, since it doesn’t reflect other common definitions of sustainability 
that include social, economic and environmental impacts.  

 The sentence “Sustainability accounting refers to the measurement, management, and reporting 

of such corporate activities” also has a scope problem. From our perspective, sustainability 
accounting refers to measurement and reporting rather than management practices. Suggest 
removing that term.  

 On the broad sustainability topics, it’s not clear how these five elements interface with “financial 

capital” and why only some of the forms of capital defined by the IIRC are used. The section 
would be also be strengthened by adding content which demonstrates how sustainability 
accounting and financial accounting complement each other – this is stated, but not explained or 
shown. Finally, such a complementary SASB financial accounting / sustainability accounting 
model could be contrasted against the IIRC ‘six capitals’ framework to provide an explanation as 
to how it is novel or adds to the existing IIRC framework. 

 On ‘Purpose of Sustainability Accounting and Disclosure’, the framework states “… SASB’s 

approach to sustainability accounting consists of defining non-financial metrics—both qualitative 

and quantitative—on industry-specific sustainability topics likely to be of interest to investors and 

creditors, thereby helping to communicate and to more completely represent company 

performance.” This seems like duplication with GRI, DJSI, etc. What is the gap that SASB is 
trying to fill? This rationale should be added here.  

 The sentence “However, these reports are costly to produce and lack focus on the sustainability 

issues that are of most interest to investors, namely those most likely to have material impacts on 

a company’s financial condition or operating performance” under ‘Beneficiaries of Sustainability 

Accounting Systems’ lacks an attribution or source. These reports are indeed costly to produce, 
but the inference that they may not reflect material topics of particular interest to investors is 
particularly noteworthy and would benefit from some supporting references. 

 Additional guidance should be provided in the ‘How will it be used’ section to include a reference 
to Form 40-F. 
 

Are the principles and criteria discussed in Section 4 of this Conceptual Framework [Potential to affect 

value creation, Of interest to investors, Relevant across an industry, Actionable by companies, Reflective 

of stakeholder consensus] sufficient to produce outcomes that meet SASB’s core objectives (i.e., 

disclosures that are material, decision- useful, and cost-effective)? If not, why not? Are there any other 

principles or criteria you believe SASB should consider when selecting topics and/or metrics? 

Teck Response:  

 Yes – tying sustainability metrics back to revenue, costs and specific-investment drivers is strong, 
but more robust rationale for how SASB determines what is ‘relevant across and industry’ and 

‘actionable by companies’ would be appreciated.  
 ‘Actionable by companies’ could use examples for clarity. It would helpful to have a list of 

companies, specifically within the non-renewable resource sector, who have begun to align their 
disclosure with SASB standards.  
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Are there any other matters or issues that you believe the SASB should consider in finalizing the revisions 

to its Conceptual Framework? 

Teck Response:  

 Yes – there should be further guidance on harmonization with the Global Reporting Initiative and 
other voluntary reporting frameworks. If companies do not complete Forms 10-K or 20-F, what is 
the value in aligning sustainability reporting with SASB standards?  Is it feasible for a company to 
reference company reports compiled in accordance with GRI G4 as an alternative to providing 
duplicative information in a prescribed form? 

 
2. The SASB Rules of Procedure 
 

Does the process described [Agenda-setting, Revision of Provisional Standards, Vote to Initiate Public 

Comment Period, Public comment period, Vote to codify the Standards] reflect an approach to standard-

setting that is transparent, market-informed, and balanced? 

Teck Response:  

 Yes – there is a clear explanation of the process but it should articulate how SASB is working to 
align their metrics with other standards and major framework such as GRI, IIRC and DJSI as they 
change. Perhaps an addition to the sentence “Promotes the alignment of global sustainability 

accounting and reporting initiatives and frameworks to reduce the reporting burden on corporate 

issuers” on Page 5.  
 Under ‘Stakeholder Consultation’ the rules state ‘The SASB will regularly consult with relevant 

stakeholders for input on its standards-development process.’ How often is ‘regular’ and in what 

way will stakeholders, in particular, corporate issuers, be engaged?  
 

Will the process described ensure outcomes that facilitate material, decision-useful, and cost-effective 

disclosures? 

Teck Response:  

 Partially – we agree that the process would likely produce outcomes that are material and 
decision useful, but given the lack of clear harmonization with other frameworks such as GRI, the 
SASB process is not highly cost-effective. In looking at the indicators within our industry and their 
alignment with GRI, there is good overlap but the additional disclosure and alternative framing of 
the data would ultimately increase the internal reporting resources and effort required.  

 In terms of demonstrating how the standards have been applied, it would be useful to maintain a 
public list of company issuers who have applied SASB standards to date and provide white 
papers on key learnings in their application of the standards.  
 

Is the governance structure clear and appropriate? Is it likely to ensure quality outcomes? 

Teck Response:  

 Yes – the process described on page 3 seems reasonable.   
 
 

3. The Sustainable Industry Classification System™(SICS™)  
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As the amendments to SICS did not include segments from our industry (Non-renewable resources) we 
did not respond to the specific questions for public comment. That said, we would like to provide the 
following comments about our industry classification: 
 

 There should be further guidance on how diversified companies like ours are expected to report. 
While the industry classification system is helpful, diversified companies may have activities that 
cover several of the standards within one industry. For example, Teck’s activities would prompt 

responding to Metals and Mining, Coal Operations and potentially Oil & Gas –Exploration & 
Production. Several of the indicators in those standards are the same. A model to consider 
having a standard set of indicators for the entire industry and adding specific indicators for activity 
types within the industry.  

 The classification system appears to be premised primarily upon consideration of resource 
profile, but may lack consideration of a parallel consideration in terms of energy profile. For 
example, an industry such as Oil & Gas can indeed be non-renewable from a materials / 
resources perspective, but also generates a net positive footprint in terms of supplying energy for 
society. Consideration should be given in the classification scheme for considering impacts in the 
domain of both energy and resources, rather than singular consideration of the resource profile. 

 The distinction between Coal Operations and Metals & Mining is not clear. Furthermore, the 
distinction between thermal and steelmaking coal operations in the Coal Operations provisional 
standards is not articulated. While we will provide further comments on the provisional standards 
in the coming months, at this time we would like to note that further guidance is required.  



Sustainability Accounting Standards Board
1045 Sansome Street, Suite 450
San Francisco, CA 94111

Reference: SASB Rules of Procedure

July 6, 2016

Ladies and Gentlemen,

PwC is pleased to respond to SASB’s proposed Rules of Procedure. We commend the SASB for its effort
in issuing provisional sustainability guidance for all 79 SICS industries, and its commitment to
continue its journey in a transparent and engaged manner. A robust set of Rules of Procedure that are
rigorously applied and facilitate a transparent process of incorporating stakeholder input are essential
to gaining credibility and acceptance as SASB embarks on the codification and maintenance of its
guidance in the future.

This letter provides our responses to questions for respondents included in the SASB proposed Rules of
Procedure issued April 7, 2016.

Question 1. Does the process described reflect an approach to standard-setting that is transparent,
market informed, and balanced?

The proposed Rules of Procedure provide a due process framework that supports the SASB’s guiding
principles outlined on page 7 of the exposure draft. The issuance of high-quality standards with market
credibility hinges on the thoughtful execution of these processes. We commend the SASB for
committing to “carefully considering all input received in due process and making it public along with
the SASB’s responses to this input” (p 12).

However, we recommend the SASB consider the following to enhance stakeholder participation and
transparency:

 “Agenda-setting: The Standards Council will review, approve, or modify the Standard Setting
Organization (SSO)’s agenda for the proposed Updates to the Provisional Standards” (p.12)

Clarify how external stakeholders may submit agenda items for consideration by the Standards
Council and the SSO and the Standards Council and consider adding a requirement to
transparently communicate the ultimate disposition of agenda proposals.

 Section: Sustainability Accounting Standards Updates (p.17)

We expect the development and capital markets acceptance of sustainability reporting to
continue to evolve and remain fluid for many years to come. Accordingly, a process for timely
updates is essential to ensure that sustainability guidance remains relevant and high-quality in
nature. It is unclear to us why updates will not be considered authoritative. We believe that
the consistency and comparability of guidance application by issuers may be compromised if
there is not a formal process for incorporating updates into the SASB’s code.
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SASB should also clarify the process for considering and addressing third-party comments.
Such transparency will allow stakeholders to better understand SASB’s deliberation process
and should enhance acceptability of updates.

 Section: Interpretations (p.18)

Consider providing a more detailed articulation of the interpretations process (e.g.,
governance, due process, transparency, public comment period). The proposal states that
interpretations of the standards will be subject to the same review and approval rules as
updates but seem to have less authoritative standing. Clarity around the process will help
avoid confusion about the standing of interpretations and enhance consistency of application.

Question 2. Will the process described ensure outcomes that facilitate material, decision-useful, and
cost-effective disclosure?

We believe there are two critical factors for the SASB to weigh in moving from the provisional to final
stages of guidance: (1) the likelihood that a sustainability topic may be material to a particular issuer’s
industry and its stakeholders, and (2) the cost-effectiveness of producing information on that topic. We
recommend additional clarification or consideration by the SASB in the following areas:

 “The implementation review process plans for a focus on the feasibility of implementation of
the Standards and their cost-effectiveness” (p.6)

Issuers’ reporting processes and controls for sustainability topics tend to be less mature than
those currently in place for financial reporting, so cost-effectiveness is an especially important
concern for issuers as sustainability reporting practices continue to evolve. Consider
incorporating disclosure about the “cost effectiveness” analysis that will be conducted as part of
the implementation review due process, and describe how cost-benefit considerations for
corporate issuers and investors are expected to impact the topics that the SSO deems likely to
be material and decision-useful.

Question 3. Is the governance structure clear and appropriate? Is it likely to ensure quality outcome?

The independence of the Board of Directors and its Standards Oversight Committee (SOC) from the
technical standard-setting activities as well as their oversight of the standards-development activities
are critical to ensuring that the Standards Council adheres to the overall mission of SASB and its Rules
of Procedure. Rigorous oversight will build trust in SASB’s due process and enhance the credibility of
guidance development. We recommend additional clarification or consideration in the following areas
to enhance the governance:

 In addition to having a fiduciary duty to oversee the SSO, the SASB Board of Directors should
also explicitly state that it oversees the CEO.

 “Consistent with the SASB bylaws, membership on the Standards Oversight Committee (SOC)
will be subject to a re-approval vote by the Board annually upon recommendation by the
Governance & Nomination Committee” (p.8).

Consider clarifying the criteria that will be used to evaluate the SOC member’s performance in
monitoring the standard-setting processes.

 Consider changing the word "complaints" to “feedback and inquiries”. Stakeholders may have
constructive suggestions for improvements that do not technically qualify as "complaints".
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 Regarding the review of due process complaints, “In the interest of transparency, all

correspondence from the interested parties to the Standards Oversight Committee (SOC), as
well as the initial analyses from the Standards Setting Organization and/or the Chair of the
Standards Council and response from the SOC will be made publicly available” (p.9).

Consider providing an anonymous due process complaint mechanism which may encourage
broader participation by stakeholders and enhance the development of high quality standards.

 “The SOC will provide an official response to complaints, detailing its activities and outcomes,
including any corrective actions” (p.9).

Consider including a requirement for the SOC to provide an annual summary report on
stakeholder due process complaints and responses.

 In addition to “violation of the Rules of Procedure” (p. 9), consider adding verbiage which
contemplates the potential need for “changes to the Rules of Procedure" as a result of feedback
received from stakeholders.

 “Organization of, discharge of, and appointments to an advisory committee of the SASB” (p.18)

Consider providing the same level of transparency around the organization of, discharge of,
and appointments of Standards Council members. Such transparency will enhance trust that
the composition of the Standards Council is not dominated by any particular stakeholder
group.

We appreciate the opportunity to provide comments on the proposed Rules of Procedures. If you
would like to discuss any of the above points in more detail, please contact Sara DeSmith (973-236-
4084).

Sincerely,

PricewaterhouseCoopers LLP



 

 

 

Sustainable Accounting Standards Board (SASB)  

1045 Sansome Street, Suite 450  

San Francisco, CA 94111  

 

Paris, July 06, 2016  

 

 

 

Subject: Sustainability Accounting Standards Board / Foundational Documents:  90-Day Period of Public Consultation  

 

 

 

Dear Madam/Sir,  

 

We appreciate the opportunity to provide our comments on the SASB documents.  

 

Vivendi is an integrated media and content group. We operate businesses throughout the media value chain, from talent discovery to 

the creation, production and distribution of content. Vivendi is deeply committed to promoting culture as a pillar of sustainable 

development: in fact, cultural industries foster economic growth, enhance social cohesion and fuel innovation.  

 

We are interested in SASB’s proposal for developing standards for the disclosure and the accounting of material sustainability issues 

on an industry-specific basis, thus contributing to capture companies’ levers for long-term value creation according to the specificities 

of their business operations.  Vivendi has shared this ambition by defining, as soon as 2003, some CSR strategic issues directly linked 

to the group’s content production and distribution activities. We have been a founding member of the media sector working group that 

issued a Media Sector Supplement to the Global Reporting Initiative guidelines in 2012. In addition, since 2013, we have been 

committed to an Integrated Reporting process in order to highlight the resources necessary for the development of Vivendi’s business, 

the group’s sphere of influence concerning the promotion of human rights in its business sector, the benefits enjoyed by the different 

stakeholders of the group and the interaction of these different factors that contribute to the creation of value (please see our Annual 

Report 2015, pp. 15-29). 

 

Therefore we are pleased to share with SASB the following comments.   

 

 

 SASB Conceptual Framework  

We are pleased to notice that the SASB purpose coincides with the consideranda #3 of the EU directive on non-financial reporting: 

“disclosure of non-financial information is vital for managing change towards a sustainable global economy by combining long-term 

profitability with social justice and environmental protection. In this context, disclosure of non-financial information helps the 

measuring, monitoring and managing of undertakings' performance and their impact on society”. 

 

We suggest reminding that your proposal serves the “Integrated Thinking” process so that investors and stakeholders have a concise 

financial and extra-financial information on companies’ strategy and long-term value creation.   

 

In addition, we invite SASB to make sure to fit the definition of “social capital” (p.2) with the figure (p.3)  so that additional issues 

related to product responsibility, local economic impact and human rights considerations, deriving from the United Nations Guiding 

Principles on Business and Human Rights, are clearly included in the definition. Please find below the suggested changes with 

additions in blue : Social Capital: This dimension relates to the perceived role of business in society, or the expectation of business’s 

contribution to society in return for a social license to operate. It addresses the management of relationships with key outside parties, 

such as customers, local communities, the public, and the government. It includes issues around human rights, local economic 

development, access to and quality of products and services, affordability, empowerment and protection of vulnerable groups (e.g. 

youth), responsible business practices in marketing, and customer privacy. 

 

 

http://www.vivendi.com/wp-content/uploads/2016/05/20160520_Vivendi_cahier_reporting_Doc_de_Ref_2015_Ang.pdf
http://www.vivendi.com/wp-content/uploads/2016/05/20160520_Vivendi_cahier_reporting_Doc_de_Ref_2015_Ang.pdf


 

 

 

 SASB Sustainable Industry Classification System (SICSTM) 

SASB treats separately the following industries: Media Production & Distribution (as part of the Services sector) and Internet Media & 

Services (as part of the Technology and Communications sector). This distinction is maintained in the current proposal amendments to 

the SICSTM.  

 

We understand that this approach may be necessary to ensure a better understanding of industry challenges: it allows, for instance, 

taking into account the specificities - in terms of sustainability issues - related to content investments, an aspect which clearly 

distinguishes cultural and media industries from technology companies. On the other side, it seems difficult not to integrate digital 

issues, such as online privacy and the environmental impact of digital technologies, inside the business model of cultural and media 

industries. As a result, we believe these issues should clearly be covered by the Media Production & Distribution standard as well.  

 

In addition, we suggest considering whether to rename the “Media Production & Distribution” industry as “Media and Cultural 

Industries” to emphasize the different scope of the two standards.  

 

 

Thank you for the opportunity to comment on the draft documents. Please do not hesitate to reach out if we may provide further 

insight or information.  

 

 

Best regards 

 

 
Pascale Thumerelle 

VP, Head of CSR 

VIVENDI  

  

  
 

 

 
 

 

 

 

 

http://cultureswithvivendi.com/en/


 
 
 
 
 
 
 
 
 
 

 
 

July 6, 2016 

Sustainability Accounting Standards Board 
1045 Sansome Street, Suite 450 
San Francisco, CA 94111 

Dear SASB: 

The following comments regarding the Rules of Procedure, Conceptual Framework, and 
proposed changes to the Sustainable Industry Classification System™ represent the views of 
Framework LLC, an advisory and analytics firm that helps companies create value through 
sustainable business practices. Framework was among the first to pioneer a process to conduct 
corporate materiality assessments in 2005. Since then, Framework has been at the forefront of 
research, discussion, and use of materiality analysis as a management tool for companies 
across a broad range of industries and business models. Framework’s clients are represented 
in the Fortune 100, S&P 500, and the Dow Jones Sustainability Indices. 

Rules of Procedure 

1. Does the process described reflect an approach to standard-setting that is 
transparent, market-informed, and balanced? 

Yes. The objective of a standard is that it is widely acceptable and has surpassed a certain level 
of scrutiny. This is an important aspect of SASB's objectives, and we believe the described 
process would meet SASB's objectives. This is an element that has not been entirely 
incorporated into SASB's process up to this point and is much needed. 

2. Will the process described ensure outcomes that facilitate material, decision-useful, 
and cost-effective disclosures? 

We believe the current provisional standards should undergo further analysis before they are 
codified. The proposed process challenges SASB to be more transparent about their research 
and stakeholder engagement, and also encourages greater stakeholder engagement in the 
process. We believe the proposed process will help to facilitate material, decision-useful, and 
cost-effective disclosures, which will foster greater scrutiny of the provisional standards. 

However, we believe it is important that SASB more proactively and thoroughly seek and 
incorporate the input of corporate issuers, particularly during the early stages of the process. 



 
 
 
 
 
 
 
 
 
 

 
 
SASB’s success as an organization is dependent on the use of its standards by corporate 
issuers, and without substantial implementation by issuers, its standards provide little benefit to 
investors. 

3. Is the governance structure clear and appropriate? Is it likely to ensure quality 
outcomes? 

We believe SASB should provide greater transparency regarding the process to identify and 
select potential Standards Council members, as well as their qualifications. Given the 
substantial influence of the Standards Council and its relatively small size, transparency 
regarding member qualifications and their selection process is paramount to garnering trust in 
SASB standards. We believe SASB should provide, at a minimum, the Board of Directors’ 
opinion regarding the “technical expertise, availability, and objectivity”1 of each proposed 
member, as well as any potential conflicts of interest that exist or are likely to arise. We also 
believe SASB should consider adopting processes to elicit nominations of potential Council 
members and seek public feedback on proposed Council members. 

Conceptual Framework 

1. Do you find this Conceptual Framework understandable? If not, which particular 
section(s) of this document do you find difficult to understand? Do you have 
suggestions on how to make those sections clearer? 

We find the Conceptual Framework reasonably understandable. We have no further comments. 

2. Does the discussion in Section 1 of this Conceptual Framework appropriately and 
clearly answer each of the five fundamental questions? If not, why not? Are there any 
other fundamental questions you believe need to be discussed in this section? 

The answers to the five fundamental questions are sufficient, but we have no opinion on their 
appropriateness. We have no further comments. 

3. Are the principles and criteria discussed in Section 4 of this Conceptual Framework 
sufficient to produce outcomes that meet SASB’s core objectives (i.e., disclosures that 
are material, decision-useful, and cost-effective)? If not, why not? Are there any other 
principles or criteria you believe SASB should consider when selecting topics and/or 
metrics? 

We are concerned that the principles and criteria discussed in Section 4 may not produce 
outcomes that meet SASB's core objectives. Specifically, SASB's intention to define 

                                                 
1 SASB Rules of Procedure: Exposure Draft (2016), page 9 



 
 
 
 
 
 
 
 
 
 

 
 
"sustainability topics that are reasonably likely to have material impacts on the financial 
condition or operating performance of companies in an industry"2 may encourage companies to 
defer to SASB's topics when determining material topics. By defining topics and metrics 
purported to be "the minimum set of topics for consideration in each industry,"3 SASB standards 
may encourage companies to forgo the self-determination of material topics. 

SASB’s industry-based approach centers on selecting topics that it believes are “reasonably 
likely to constitute material information” for an industry.4 SASB states these selections are not 
necessarily applicable to all companies within an industry but only “likely to apply 
to many companies within an industry” (emphasis added).5 By casting such a wide net, 
disclosures may be more immediately actionable by investors. However, we believe topics 
selected in this manner will be sub-optimal for the purposes of making investment decisions 
because not all topics of interest to investors may be considered. Under SASB’s current 
principles, a topic that applies to less than a quarter of all companies in a given SICS industry is 
unlikely to be included in an industry standard,6 yet it is possible that investors believe the topic 
is material for those firms. 

SASB attempts to support its approach by asserting that "financial analysts, who also evaluate 
corporate performance within an industry context," will be able to more easily apply standards 
that are also industry-based.7 We note that this argument is logically flawed, notably in its 
assumption that financial analysts are familiar with and organized according to SASB's 
proprietary industry classification scheme. 

For companies using SASB standards to inform their own selection of topics for disclosure, 
industry-based topic selections may also encourage firms to make irrelevant, boilerplate, 
misleading, or incomplete disclosures. Such disclosures provide little or no value to investors (or 
perhaps even negative “value”). 

Instead, SASB should focus its efforts on developing standard metrics and associated 
parameters for measuring and disclosing on a given topic for a certain business activity. By 
tying metrics to business activities instead of an (arbitrary) industry classification, the metrics 
would be more easily mapped to industry classification schemes already in use. This type of 
organization would also retain the practical and critical requirement for companies to self-
determine material information rather than defer to a third-party's opinion. Furthermore, an 
industry-based standard means that when companies identify material topics not covered by the 

                                                 
2 SASB Conceptual Framework: Exposure Draft (2016), page 7 
3 Ibid., page 8 
4 Ibid., page 9 
5 Ibid., page 13 
6 Ibid., footnote 16 
7 SASB Conceptual Framework: Exposure Draft (2016), page 12 



 
 
 
 
 
 
 
 
 
 

 
 
industry standard(s), they have no guidance on how to best measure and report on that topic; 
such cases seem extremely likely to occur and would be a useful area for standard-setting. 

4. Are there any other matters or issues that you believe the SASB should consider in 
finalizing the revisions to its Conceptual Framework? 

We have no further comments. 

Proposed Changes to Sustainable Industry Classification System™ 

1. Does each amendment proposed below improve SICS to bring it more in line with its 
purpose of grouping like industries based on the similarities of their sustainability 
profiles and shared sustainability risks, and opportunities? If so, how? 

Companies operating in two or more similar industries will benefit from having those industries 
grouped in a single sector where value chains are connected and impacts relate to one another. 

2. Do the proposed changes to SICS improve its usefulness for sector and industry 
analysis and portfolio construction according to sustainability risks and opportunities? 

Yes. 

3. Are the proposed changes to SICS likely to add a substantial cost burden for entities 
currently using SICS or considering using SICS, that would outweigh the benefits? 
Please explain. 

Assuming organizations use SICS, the potential benefits seem to outweigh the cost burden. The 
proposed changes will improve the use of SICS, especially where an organization can be 
represented by multiple industries in one or multiple sectors. Aligning similar industries is 
important for greater uptake in the use of SICS and the SASB standards. 

 

 

 

 

 

 



 
 
 
 
 
 
 
 
 
 

 
 
4. The SASB is also seeking input on a specific question related to a Health Care 
segment. Please see Item 8 for more information. 

Pharmacy Benefit Managers play an important role in our health care system. Their influence 
and consumer impacts are most similar to other organizations under the Managed Care 
industry. 

 
 
Sincerely, 
 
KT Michaelson 
Director, Analytics 
Framework LLC 



 
 
 
 
July 6th, 2016 
 
Sustainability Accounting Standards Board 
75 Broadway 
Suite 202  
San Francisco, CA 94111  

 
Dear Sustainability Accounting Standards Board, 
 
The American Chemistry Council (ACC) continues to value a working relationship with the Sustainable 
Accounting Standards Board (SASB) and appreciates the efforts of staff to inform our members of 
progress made throughout the standards development process. We acknowledge SASB’s efforts to 
address process and governance related issues through the SASB Rules of Procedure: Exposure Draft 
release, but feel there remains areas for continued improvement both to process and to structure. We are 
grateful for the opportunity to provide comments on the document.   
 
ANSI Consensus Process 
SASB staff has communicated to ACC and its member companies that while SASB is an ANSI 
Accredited organization, it will not pursue an ANSI Standard. Instead, it will employ a process that is 
philosophically aligned with the ANSI emphasis on openness, balance, consensus and due process. While 
we agree with the direction set out in these principles and the SASB Rules of Procedure: Exposure Draft, 
we believe a true ANSI development process would lend greater credibility and is the best construct to 
ensure the interests of all involved stakeholders are heard. Furthermore, we believe SASB should more 
clearly state the influence ANSI accreditation has on the standards setting practice to better represent 
which principles are being followed.       
 
ACC is a strong supporter of the use of voluntary consensus standard development with due process 
protections to meet market needs. In particular, our organization respects standards development 
conducted in accordance with ANSI’s Essential Requirements1, which are recognized in the U.S. as 
robust, protective of stakeholder engagement, and the best platform to support stakeholder development 
of technically sound, usable standards output.  Establishing a robust performance reporting program can 
take decades of investment supported by significant sector-specific expertise. 
 
Given the complex nature of SASB standards, which require interdisciplinary stakeholder engagement 
and expertise in their development, as well as the national scale and scope of SASB reporting with the 
potential for substantial market and business impact, it is clear that SASB should commit to development 
of its voluntary consensus standards in accordance with the recognized procedural gold standard, ANSI’s 
Essential Requirements.  Due process procedures in standards development emerged in large part to 
ensure that industry-led standards development does not promote anticompetitive behavior, and that 
competitors developing industry standards are not able to “game” their participation for inappropriate 
advantage (or to the detriment of their competitors).  Respect for the ANSI elements of openness, 
stakeholder balance on committees in the standard development process itself, stakeholder balance on 

                                                 
1 American National Standards Institute (ANSI), “ANSI Essential Requirements: Due process requirements for 
American National Standards”, January 2016 edition, 
https://share.ansi.org/shared%20documents/Standards%20Activities/American%20National%20Standards/Procedures,%20Guide
s,%20and%20Forms/2016_ANSI_Essential_Requirements.pdf  

https://share.ansi.org/shared%20documents/Standards%20Activities/American%20National%20Standards/Procedures,%20Guides,%20and%20Forms/2016_ANSI_Essential_Requirements.pdf
https://share.ansi.org/shared%20documents/Standards%20Activities/American%20National%20Standards/Procedures,%20Guides,%20and%20Forms/2016_ANSI_Essential_Requirements.pdf
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governance committees, and the consensus development process where stakeholder concerns and 
complaints are raised, evaluated and resolved are crucial elements to addressing anticompetitive 
abuse.  Furthermore, Essential Requirements procedures are broadly accepted to provide the platform 
needed for expert participation in the development process, and the consensus development process 
involving competitors helps assure the development of robust, technically sound standards that will be 
accepted and used by the marketplace. 
 
We believe SASB’s proposed process elements individually and collectively fail to assure the due process 
contemplated by ANSI’s Essential Requirements, and urge SASB to carefully review its proposal against 
the Essential Requirements.  For assistance, SASB could consult with ANSI or another audited designator 
or expert in the U.S. voluntary consensus standard development procedures.  Following this review, the 
procedures should be revised to fully conform to the level of due process contemplated by Essential 
Requirements. 
 
The Standards Council 
ACC is supports the structure outlined in the SASB Rules of Procedure: Exposure Draft, designating nine 
members to serve on the Standards Council, with intent to provide equal representation of the various 
stakeholder groups as outlined in the document. However, in consideration of the substantial authority the 
Council holds over any changes proposed to the provisional, and later to the codified SASB Code, we 
believe it is critical to provide greater detail on the process by which Council experts are appointed by the 
Governance & Nomination Committee. In order to ensure appropriate stakeholder involvement, there 
must be a mechanism by which stakeholders may provide nominees into the Governance & Nomination 
Committee. Additionally, there must an assurance of transparency throughout the process of consideration 
and appointment. The specifics of this process must be included within the SASB Rules of Procedure: 
Exposure Draft.   
 
ACC is additionally a participant of AMERIPEN US packing and containers coalition, whose comments 
have been submitted separately. We incorporate those comments by reference here2. 
______________________________________________________________________________ 
 
The chemical industry has embarked on a long-term and successful journey with voluntary reporting 
standards.  We support such voluntary mechanisms to share performance data with interested 
stakeholders.  However, establishing a robust performance reporting program has taken decades of 
investment and significant sector-specific expertise.  Given the complex and serious nature of this 
reporting, ACC believes that if the SEC were to adopt sustainability standards reporting,  those standards 
must be set through a transparent  process that provides an opportunity for  broad stakeholder input and 
that fully accounts for  materiality, relevance, decision-usefulness and cost-effectiveness.  We believe that 
the SASB process is inadequate in these areas.  Further, as SASB states in the standards introduction, 
ACC agrees that each company is ultimately responsible for determining which information is material to 
its company and operations, and thus which information should be included in any reporting, voluntary or 
mandatory.   Materiality is not “one size that fits all”.   
 
ACC represents companies engaged in the business of chemistry – an innovative, $812 billion enterprise 
that helps to solve some of the biggest challenges facing our nation and the world. The products of 
chemistry make it possible to satisfy a growing world population by providing a healthy and plentiful 
food supply, clean air and water, safe living conditions, efficient and affordable energy sources and 
lifesaving medical treatments in communities around the globe. To enable these ongoing innovations, 
ACC supports public policies and private sector voluntary consensus standards that drive the creation of 

                                                 
2 AMERIPEN, ““Re: Rules of Procedure” Exposure Draft for Public Comments” 
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groundbreaking products that improve lives and our environment, enhance the economic vitality of 
communities and protect public health.   
 
Thank you for taking time to consider our concerns.  We appreciate the efforts of SASB staff to inform 
and engage with stakeholders throughout this process. Please feel free to contact me at 202.249.6185 with 
any questions you may have.    
 
 
Respectfully submitted, 
 
 
 
 
Bryan Kuppe 
Manager, Responsible Care® and Value Chain Outreach 
American Chemistry Council 
 
 
 



 
 

 

June 27, 2016 
 
Sustainability Accounting Standards Board  
1045 Sansome Street  
San Francisco, CA 94111 
 
Re: Conceptual Framework – Fatal Flaw 
 
The SASB should be commended for their leadership of presenting the topic of valuing natural capital to 
the government and economic participants.  This effort will certainly move the needle relative to the 
awareness of how our environment is the foundation for much of the economic successes.   
 
With that said, I see a fatal flaw woven into this and many sustainability efforts related to terrestrial-
based systems to account for natural capital.  This basis for this fatal flaw of today’s sustainability was a 
critical component in the success of the early decades of achieving landscape sustainability objectives.  
The experts, particular those within the USDA Natural Resources Conservation Service and their 80-year 
conservation delivery model, carried this fatal flaw unknowingly into more modern sustainability efforts. 
 
Essentially, their program and practice-based method, a fairly linear approach to conservation became 
the fairly linear approach to sustainability accounting.  The natural capital of the landscape was viewed 
in a similar light as man-made physical capital.  And that system worked from 1935 to the latter years of 
the 20th century.  But it no longer does.  Our economy, government and supply chains function in a far 
more complex manner and the accounting of natural capital must represent this complexity without the 
complications of thousands of ledgers.   
 
As presented, the conceptual framework is prone to failure and to be supplanted by disruptive 
innovation that addresses the chronic issue of low and diffuse values and high transaction costs.  Such a 
disruptive innovation model would enable government, utilities, insurers, corporate supply chain, NGO, 
etc. to interdependently and symbiotically value sustainability in a transparent and streamlined manner.   
 
It is indeed challenging to deviate from a well-traveled path, but if the model presented does not 
address the low and diffuse values and the high and multiple transaction costs, it cannot sustain over 
the long haul.  Addressing sustainability is far more than an accounting strategy, as it becomes a 
component in adding an ecological dimension to the economy.  The solution must be as robust as the 
problem at hand.  Sustaining our ecosystems and valuing its services in an economic manner has evaded 
society not due to ignorance of its value or a conspiracy to degrade it, but due to the lack of a 
transaction and accounting process that addresses the chronic issue of low and diffuse values and high 
and multiple transaction costs.   
 
Best regards, 
 
Tim Gieseke, President 
Ag Resource Strategies, LLC 







SASB Comments Public Review 

SASB Process 

• Unclear which is considered public based on the document (may want to clarify this) 
• Standards council is the consensus group. Usually you want this group to be open to 

stakeholders to joining the group. The way it reads here is that these members are selected by 
the Board of Directors for a 3 year term limited to 2 terms.  How do you make known your 
willingness to be a part of the council? What would the criteria to judgment be?  How do you 
judge those criteria? The selection seems to be closed (if intentional and what SASB desires – 
that’s fine, just wanted to confirm that that was the intent). 

The Standards Council  

• 9 members – because the third category is a catch all; the overall constituency of members 
may/not represent sustainable perspectives.  It is good to state that everything will be evidence 
based so this may address this; but just wanted to point out in case there may be a challenge in 
representation at some point.   

SASB – Rules of Procedure- Advisory Groups 

• You may want to also give consideration to the fact that if these advisory groups will have any 
level of decision making authority; can they set liaison relationships with other parties to drive 
for greater collaboration or cooperation with other parallel efforts. In addition, what will be the 
time/term limit of the ad hoc. What will be the roles of the staff (support, partner, sole decision 
maker)? Would recommend providing clarity around these aspects for greater efficiency 
downstream. 

Research Projects  

• May want to clarify the weighting or decision making criteria that will enable the research 
project to be promoted within the SASB construct. 

Interpretations 

• Would the interpretations also be available on the SASB site for purchasers of the standard or 
would they be available to all? 

Bulletins 

• With respect to adoption or use of the standards, how would you measure this and share this 
information with any degree of certainty (would it be associated with certification or other 
direct correlating means)? 

Public Announcements 

• You may also want to consider whether this information must be shared prior to a public 
meeting taking place; whether the agenda will be a finalized one or considered a living draft; 
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and whether the information from the meetings is considered representative of SASB and its 
members or as individual representations using the SASB platform. 

Annual Reports 

• Is it the goal of SASB to be global and/or inclusive? If so, would you imagine that the reports, 
comments, etc. be available to those that may not have access to the information in a digital 
format? Would you consider paper based, or mailing this information as well? Asking only from 
the aspect of something to consider vs. a right or wrong suggestion. 
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COMMENTS OF THE EDISON ELECTRIC INSTITUTE 

ON THE SASB SUSTAINABLE INDUSTRY CLASSIFICATION SYSTEM PROPOSAL 

AND 

RULES OF PROCEDURE AND CONCEPTUAL FRAMEWORK 

EXPOSURE DRAFT RELEASE 
 

July 1, 2016 
 

The Edison Electric Institute (EEI) appreciates the opportunity to submit comments on the 

Sustainability Accounting Standards Board (SASB) Sustainable Industry Classification System 

Proposal and the Rules of Procedure and Conceptual Framework Exposure drafts.  EEI is the 

association that represents all U.S. investor-owned electric utilities, international affiliates and 

industry associates worldwide.  Our members provide electricity for 220 million Americans, 

operate in all 50 states and the District of Columbia, and directly employ more than 500,000 

workers. 

 

As noted in the comments EEI filed in January 2016 and reiterated in our meeting with SASB 

representatives in April, EEI and its members do not believe that the information that would be 

reported under the proposed sustainability standard identifies material or decision-useful 

information for investors that would warrant mandatory inclusion in any Security and Exchange 

Commission (SEC) filing.  Companies determine what information is material and should be 

disclosed consistent with existing federal laws and regulations, which are extensive. 

Additionally, EEI request that SASB stop referring to its reporting requirements as “accounting 

standards”, since the information sought is not financial accounting information, but rather 

information related to environmental performance.  

 

The comments below on the Sustainable Industry Classification System Proposal and the Rules 

of Procedure and Conceptual Framework Exposure drafts should not be construed as an 

endorsement of the Draft Sustainability Accounting Standard for the Electric Utilities and Power 

Generator Industry or the appropriateness of such standards for SEC reporting purposes.   
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I. Sustainable Industry Classification System Proposal 

 

SASB, through its Sustainable Industry Classification System, groups companies into industries 

based on shared sustainability risks and opportunities.  SASB has classified “Renewable 

Resources and Alternative Energy” as a distinct category from the “Electric Utilities and Power 

Generators”
1
 category.    

 

The classifications that SASB created are confusing. The Renewable Resources and Alternative 

Energy category should be more accurately titled to indicate that this category primarily is 

focused on the production of renewable technologies - i.e., production of solar panels and wind 

turbines - not the generation of electricity using renewable resources.  

   

One-third of electricity generation comes from zero-emission sources; EEI members’ solar 

power plants are responsible for roughly 60 percent of all installed U.S. solar capacity, and their 

wind projects provide almost 100 percent of wind energy nationwide.
2
  As a result, the Electric 

Utility and Power Generator category should reflect the fact that in the ongoing transition to an 

increasingly cleaner generating fleet, EEI members and their subsidiaries are responsible for a 

large portion of the development, construction, and management of renewable and alternative 

energy projects.  To segregate out these increasingly vital operating resources will result in a 

misleading presentation of all three categories.  The SASB categories should reflect the fact that 

utilities generate electricity with a range of fuels, including renewable resources.     

 

In order to recognize electric power companies’ transition to cleaner generation and avoid the 

potential overlap between renewable generation and the electric utility sector, SASB should 

better define the Renewable Resources and Alternative Energy and Infrastructure categories.   

 

II. Rules of Procedure Exposure Draft 

 

The Rules of Procedure document describes the process for developing, issuing, and modifying 

proposed standards.  The process SASB proposes for the development, codification, and 

                                                      
1 SASB, Proposal, Amendments to Sustainable Industry Classification System, p.10 
2
 Edison Electric Institute, 2016.  Data collected from EIA, SEIA, GTM, SMI. 
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modification of the SASB standards raises several issues that are discussed below.  SASB should 

address these concerns before finalizing any reporting metrics.   

 

As a preliminary matter, SASB should ensure that its process conforms to that outlined by the 

American National Standards Institute (ANSI).  ANSI serves as the administrator and 

coordinator of the private sector voluntary standardization system in the U.S and has established 

due process requirements for setting standards.
3
  SASB in this Exposure Draft refers to itself as 

an “American National Standards Institute-accredited standards developer.”
4
  However, SASB 

later qualifies that the Rules of Procedure Exposure Draft is not considered to be in compliance 

with “ANSI Essential Requirements.”
5
  SASB should follow the process established by ANSI as 

it moves forward with the development of voluntary reporting requirements, which would 

strengthen the integrity of the standards.  Specifically, SASB should incorporate the ANSI 

requirements that address objectivity in the decision making process, the process of appeals, and 

the process of addressing stakeholder comments.  

 

A. Lack of Electric Power Company Engagement  
 

SASB emphasizes that its standards are market-informed and based on market feedback.
6
 This is 

not the case, however, with respect to the Provisional Standard for the Electric Utilities Industry 

(Provisional Standard). EEI and its members, the single largest segment of potential users, were 

not consulted in the development stage, which served as the basis for the Provisional Standard 

released for public comment.
7
  

 

Without input from EEI and its members in their development, the Provisional Standards lack 

the benefit of significant industry technical expertise, particularly with respect to reporting on 

operational and environmental issues.  Electric power companies are one of the most heavily 

regulated industries, and are required to comply with rules and regulations addressing reliability, 

                                                      
3
  See ANSI, Introduction to ANSI, https://www.ansi.org/.  

4
  SASB, Exposure Draft: Rules of Procedure, p.5 

5
  See id. at p. 5, n.1. 

6
  See id. at p 6. 

7
  EEI will file comments on the Provisional Standard for the Electric Utility Industry later in 

2016.  

https://www.ansi.org/
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rates, and environmental performance, among other things.  These rules and regulations are 

complex and should inform how and what sorts of disclosures are included in the Provisional 

Standards.  Should SASB continue with developing these standards, it is necessary to consult 

electric power companies and address any comments or concerns raised.  Moreover, consultation 

should not be limited to the development of the Provisional Standards; electric power 

companies’ expertise should be utilized throughout the standards development process, during 

the codification, and any subsequent update to the Provisional Standards. 

 

SASB should refrain from asserting the Provisional Standards were developed by industry 

consensus.  While employees from a few electric power companies participated in the standards 

working group, SASB acknowledges in the industry surveys that they gave their personal views 

based on their professional experience and knowledge and that their responses do not represent 

the views of the company that employs them.  Moreover, in the development stage SASB did not 

engage or consult with EEI, the American Public Power Association, the National Rural Electric 

Cooperative Association, the American Gas Association and the Electric Power Supply 

Association, the major trade associations representing the electric power industry. Since, broad 

industry participation was not sought, it cannot be said that industry consensus was achieved.   

 

B. Lack of Diversity in the Standard Setting Process  

 

The SASB standard setting process lacks the diversity needed to ensure all interests are 

represented, and also lacks effective governance and oversight.  It is particularly troubling that 

there is no industry representation on the SASB Board of Directors (BOD).  The SASB BOD is 

responsible for ensuring that that standard setting process is consistent with the SASB mission 

and governing documents.  Likewise, the SASB BOD is responsible for selecting the members of 

the Standards Council, the body responsible for approving the Provisional SASB Standards, the 

SASB Code, and any subsequent updates to the Code.  

 

As currently constituted, the SASB BOD is dominated by the investor community.  While the 

BOD will select three members (three each of issuers, investors, and stakeholders) in populating 

the Standards Council, it is unclear what the selection criteria will entail, how those criteria will 

assure independence, or how diverse interests will be represented. SASB should release for 
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public comment a more detailed document outlining the process for selecting members of the 

Standards Council.  Simply stating that members will be selected for their technical expertise, 

availability, and objectivity
8
 is insufficient.  

 

As noted above, the electric power industry -as with many other industries- is  technically and 

operationally complex; without representative industry participation on the BOD, the Provisional 

Standards that are ultimately adopted and codified will not reflect the industry expertise and the 

rules and regulations that govern our operations.  

 

C. SASB Lacks an Appeals Process 

An integral component of a standard setting process is the ability of an affected party to appeal 

an element of a finalized standard.  ANSI provides that the right to appeal is important for the 

protection of directly and materially affected interests, as well as the standards developers, and is 

required as a part of due process.
9
  Unfortunately, the process described by SASB in this 

exposure draft does not provide any process for appeal.
10

  

 

SASB should revise this exposure draft incorporate an identifiable, realistic, fair, and readily 

available mechanism for the impartial handling of procedural and substantive appeals regarding 

any action or inaction, including a timeline for resolution of the appeal consistent with the 

requirements outlined by ANSI in section 2.8 of its Essential Requirements document.
11

   

 

D. SASB Does Not Specify How it Will Respond to Stakeholder Comments 

 

Throughout the Exposure Draft, SASB claims that its process is transparent.
12

  However, SASB 

does not specify if and in what manner it will respond to stakeholder comments.  

 

ANSI provides that in connection with an objection articulated during a public comment period, 

or submitted with a vote, an effort to resolve all expressed objections accompanied by comments 

                                                      
8
  SASB, supra, n.4 at p. 9. 

9
 ANSI, Essential Requirements: Due Process requirement for American National Standards, p.4. 

10
  SASB, supra, n.4 at p.12. 

11
 ANSI, supra, n.9 at p.10.  

12
 SASB, supra, n. 4 at p. 12. 
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related to the proposal under consideration shall be made, and each such objector shall be 

advised in writing of the disposition of the objection and the reason thereof. 
13

  To comply with 

ANSI requirements, SASB must revise this Exposure Draft to contain a detailed process for 

responding to stakeholder comments.  At a minimum, SASB should release contemporaneously 

with the issuance of any final standards a document that includes a description of comments it 

receives, an explanation of SASB’s decision to either accept or reject the comments, and, if 

applicable, the resultant change to the standard. 

 

III. Conceptual Framework Exposure Draft  

 

The Conceptual Framework document sets out the guiding principles and main objectives of 

SASB.  SASB states that its mission is “to develop and disseminate sustainability accounting 

standards that help public corporations disclose material, decision-useful information to 

investors.”
14

   

 

As noted, EEI member companies have a long history of transparently presenting all required 

information that is material to their financial reports filed with the SEC, including relevant 

environmental and sustainability information under existing, longstanding SEC rules.  EEI and 

its members agree that sustainability information can be interesting – but not material to 

investors.  Thus, required SEC filings are not the proper venue for providing such information to 

potential investors or the larger community.   The SEC recently published a concept release 

seeking public comment on modernizing certain business and financial disclosure requirements 

in Regulation S-K.
15

 This concept release includes a disclosure topic on public policy and 

sustainability matters.  Should the SEC in the future determine more specific sustainability 

disclosures are warranted, EEI members will, as they always have, be fully compliant. Further, 

the current Provisional Standard is not refined enough to properly capture the variability within 

the industry to provide decision-useful information to investors.  

 

                                                      
13

 ANSI, supra. n.9 at p.8. 
14 SASB, Conceptual Framework, p. 1 
15

 Business and Financial Disclosures Required by Regulation S-K, 81 Fed. Reg. 23916 (April 

22, 2016) 
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Notwithstanding these concerns about the inclusion of sustainability disclosures in required SEC 

filings, EEI offers the following comments on various components of the SASB Conceptual 

Framework Exposure Draft.  

 

A. Duplicative and Inconsistent Purpose  

 

SASB has identified as its mission the filling of a perceived “value gap” to enhance decision 

makers’ understanding of all material risk and opportunities.  However, in the Conceptual 

Framework document SASB acknowledges that much of the information that would be reported 

under its Provisional Standards already is being reported voluntarily in SEC filings.
16

 Thus it is 

unclear what “value gap” is being filled by the SASB standards.   

 

EEI member companies are transparent with respect to information about their environmental 

performance and its relevance to overall company financial performance.  In addition to the 

reporting requirements established under SEC regulations—which already require the disclosure 

of material information, including “known trends and uncertainties”—EEI member companies 

voluntarily report sustainability information to other organizations (e.g., the Global Reporting 

Initiative, etc.). Similarly, many elements included in the Exposure Draft are already reported by 

electric utilities to the Environmental Protection Agency and are publicly available.
17

 

 

Given that much of the SASB-suggested reporting already occurs, EEI and its members do not 

see any credible additional benefit from the SASB standard, and certainly do not believe that any 

potential benefit would merit the increased burden of additional, duplicative reporting. 

 

B. Standards are Voluntary 

 

SASB states that the Provisional Standards are intended to be reported voluntarily in SEC 

required filings.
18

  Yet, SASB also asserts that the data to be reported constitutes decision-useful 

and material information, which would require its disclosure in SEC filings.  Accordingly, SASB 

                                                      
16

 See id. at SASB, Conceptual Framework, p. 8, n.15. 
17

 Moreover, most electric utilities are required to make voluminous disclosures to state public 

service commissions and environmental authorities.  There is no shortage of disclosure. 
18

 See id. at p. 1. 
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appears to intend for its standards to have the imprimatur of being required in practice, 

notwithstanding formal claims to the contrary.   

 

Further, it intends to codify the Provisional Standards in an “Official Code,” giving the standard 

the appearance of required rather than voluntary standards. 

 

However, SASB is not authorized to require any information be reported on SEC filings, and 

SASB should not link their standards to SEC filings. At a minimum, SASB should 

conspicuously and continually reinforce the concept that the standards it is developing are 

voluntary and that it is up to each individual company to determine what information is included 

in required SEC filings. Any reporting standards developed by SASB would be much better 

suited - (assuming all other concerns were to be satisfactorily addressed, and the process 

contained meaningful industry participating) - as part of an initiative to develop consensus 

around separate sustainability reporting protocols, rather than trying to add them to well-

developed financial reporting regimes that already address these topic appropriately.  

 

C. Quantitative Environmental Data Absent Additional Information is Misleading 

 

SASB states that its Provisional Standards primarily will provide quantitative data and are 

intended to be used for peer-to-peer comparison and benchmarking for companies.
19

  In general, 

and for electric power companies in particular, quantitative data requires a great deal of 

contextual information in order to be understood properly and offer any meaningful 

comparability.  

 

Environmental metrics are notoriously difficult to define in a way that is meaningful and 

comparable.  The measurement and definition of emissions (water, air, and solid waste) often are 

governed by both federal and state laws that are specific to environmental conditions in those 

states.  For example, electric power companies obtain permits that allow them to discharge 

certain materials into water bodies, consistent with the requirements of the Clean Water Act.  

These permit limits are determined based on many factors, including the chemistry of the 

                                                      
19

 See id. at 14. 
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particular water body and the designated use of the receiving waterbody.  Consequently, direct 

comparisons of permitted discharges across companies without context do not provide any 

comparable information, and, thus, are meaningless, if not misleading.  Similarly, air quality 

permits that all electric generating units must obtain and comply with depend on the air quality 

conditions in a particular area.  A higher or lower permitted emissions level says more about the 

air quality of the state in which the unit is located than the potential environmental impacts of the 

emissions themselves.  For these reasons, trying to shape reporting requirements into universal 

one-size-fits-all precepts will fail to provide information that is useful or comparable.   

 

Further, absolute or total measures of an environmental parameter do not necessarily provide 

material information and context.  The electric power industry is quite diverse, with different size 

companies, operating in different geographical regions and with different customer bases.  

Quantitative data, which the SASB standards would primarily provide, do not allow for 

normalization of companies’ environmental performance. SASB should clarify that data 

provided do not facilitate meaningful benchmarking or comparative assessments.  

 

Finally, SEC filings are intended to report to investor’s materially correct financial information 

and the disclosures necessary to understand that information and to make an informed 

investment decision.  The information needed to properly understand the quantitative data would 

be voluminous, and its inclusion would likely make SEC filings unintelligible and obscure 

investor’s ability to focus on important investment information. 

 



 
 
 
 
 
 
 
 

 

 
July 6, 2016 
 
Via E-mail 
 
Sustainability Accounting Standards Board 
75 Broadway 
Suite 202 
San Francisco, CA 
94111 
 
 
Re: AHAM Comments on Proposed Rules of Procedure Document and Sustainability 

Accounting Provisional Standard “Consumption II Sector: Appliance Manufacturing” 
 
Dear Sustainability Accounting Standards Board: 
 
The Association of Home Appliance Manufacturers (AHAM) respectfully submits the following 
comments on the SASB proposed Rules of Procedure document published April 7, 2016.  We 
also include comments on the Sustainability Accounting Provisional Standard “Consumption II 
Sector: Appliance Manufacturing” as this Rules of Procedure document outlines the process for 
consultation going forward on this provisional standard. 
 
AHAM represents the manufacturers of major, portable and floor care home appliances sold in 
the United States and Canada, as well as suppliers to the industry.  AHAM’s membership is 
global and produces more than 95% of the household appliances shipped for sale within the U.S. 
and Canada. The home appliance industry, through its products and innovation, is essential to 
U.S. consumer lifestyle, health, safety and convenience.  Through its technology, employees and 
productivity, the industry contributes significantly to U.S. jobs and economic security.  Home 
appliances also are a success story in terms of energy efficiency and environmental protection.  
New appliances often represent the most effective choice a consumer can make to reduce home 
energy use and costs. 
 
Like SASB, AHAM is an ANSI accredited standards development organization in the U.S. and 
has authored appliance performance test methods for many home appliances for decades.  These 
standards are the building blocks for several federal energy efficiency test procedures.  AHAM is 
also engaged in the development of sustainability standards for home appliances in a tripartite 
partnership with UL Environment and the Canadian Standards Association.    It is AHAM’s 
intent to complete a suite of sustainability standards that will cover all AHAM appliances by 
2017.  
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AHAM is also very involved in the development of federal appliance efficiency standards related 
to energy and water consumption.  AHAM works closely with the U.S. Department of Energy on 
these standards as well as with the U.S. Environmental Protection Agency on the ENERGY 
STAR program and other environmental issues.  Likewise, AHAM has a long history of 
cooperation with the U.S. Consumer Product Safety Commission related to its own federal 
product safety responsibilities and its participation in the voluntary safety standards process in 
the U.S.   
 
Throughout our work with these federal agencies over the decades, AHAM has consistently 
adhered to the ANSI tenets of transparency, openness and key stakeholder consultation to ensure 
the credibility of its standards. AHAM has concerns that the Rules of Procedure document as 
proposed by SASB does not follow these same principles.  AHAM conforms to the ANSI 
Essential Requirements for Standards Developers and we believe the SASB Rules of Procedure 
should also align with ANSI.   
 

I. The Rules of Procedure 
 
The Guiding Principles behind the Rules of Procedure document include requirements that 
SASB’s standards must meet certain thresholds for accountability, credibility, transparency and 
stakeholder consultation.  As outlined below, additional clarification in the document is needed 
to ensure adherence to these principles. 
 

A. Credibility 
 
The Rules of Procedure state that this Principle “refers to each standard’s technical adequacy in 
the specific industry or subject area and is provided through staff expertise, technical review, and 
stakeholder consultation” (emphasis added). Thus far, SASB’s process has fallen short with 
respect to technical review and stakeholder input, bringing the provisional standard’s credibility 
into question.   
 

1. Technical Review 
 
The Rules of Procedure state that SASB’s standards are rooted in “evidence-based research.” 
Although the industry brief for the appliance manufacturing standard does provide a summary of 
several issues including safety and data that is scientifically-based, this data has not been made 
available. AHAM, as an accredited standards development organization, along with its members 
who design and manufacture home appliances, is a repository of technical expertise for the home 
appliance industry. To meet its guiding principle of credibility, therefore, SASB should share any 
evidence or data it uses in its provisional standard development with AHAM.   SASB also should 
incorporate specific language in the Rules of Procedure to ensure research meets the threshold 
criteria of being evidence- and science-based when considered for standard development.  
 
The Rules of Procedure provide for a Standards Oversight Committee (SOC) to monitor and 
evaluate SASB’s standards setting processes. There appears to be a process for appeals or 
complaints during the standard setting process, but there is no outline for due process for similar 
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concerns about codified standards. SASB should develop a procedure under which interested 
parties and stakeholders can raise complaints to the SOC with respect to existing, codified SASB 
standards.  
 

2. Stakeholder Consultation 
 
Neither AHAM nor any of its members participated in the Industry Working Group that drafted 
the provisional standard. It is vital that any SASB standard activity take into account the 
industries that those standards impact. To date, SASB has not gathered sufficient stakeholder 
input with respect to the provisional home appliance standard and AHAM was not invited to 
participate. To ensure credibility of the final product, any consultation moving forward must do 
so. 
 
SASB states in the Rules of Procedure that it will “focus stakeholder consultations on corporate 
issuers, investors, analysts, and other market participants and intermediaries.” While one may 
presume that manufacturers and their representative organizations are among the “other market 
participants,” the document should be clear that industry representatives are clearly key 
stakeholders for all standards developed by SASB. Stakeholder consultations must include 
industry, as these are the parties that are doing the actual financial reporting. The Rules should be 
revised to reflect the necessity of industry consultation to ensure adequate diversification of 
interests for any working groups so that no stakeholder group inappropriately holds a larger or 
majority percentage of representation.   
 
The threshold required for agreement with SASB’s standardization activities warrants additional 
consideration. The target of 75% seems reasonable, but SASB should also be required to issue a 
response to those parties that disagree. In many standard-setting organizations, including 
AHAM, a vote of disagreement must be accompanied by a comment, and the standard 
developing committee must consider all comments and make a strong effort to resolve the 
disagreement. To ensure a transparent and credible process moving forward, AHAM believes 
that SASB should adopt a consensus-based process that is consistent with ANSI’s Essential 
Requirements. 
 
Additionally, The Rules of Procedure state that SASB’s staff may form an ad hoc working group 
to consult with stakeholders on thematic or technical issues. AHAM believes that SASB should 
create such a working group to cover all home appliance standards and ensure that there is 
adequate and balanced stakeholder input.  
 

B. Transparency 
 
Transparency is a Guiding Principle to SASB’s standards, characterized as an “inclusive and 
open process that engages broad stakeholder input, addresses all comments and input in a 
transparent way, and is open to public participation and/or observation.”  
 
To achieve the level of transparency described, SASB should clearly define the process and 
makeup of its “Standards Council,” which has authority on all changes made to SASB standards. 
While the Rules of Procedure outlines the Council’s structure, they do not clearly define the 
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process for appointing members. Not only should its process and makeup be defined, the Council 
should be balanced with a variety of stakeholders, including manufacturers. Following an ANSI-
compliant process would remedy this situation. Transparency also requires that stakeholders 
have a right of appeal within the SASB standards process if they believe their issues were not 
correctly addressed.   
 

C. Timeliness 
 
Lastly, one of the Guiding Principles refers to SASB’s ability to incorporate revisions, 
amendments or replacements on a timely basis, as warranted. The Rules of Procedure are vague 
in the issue of timeliness. As currently written, SASB standards will be updated “as necessary.”  
 
In order to remain up-to-date, any standard must be periodically reconsidered to reflect a 
constantly changing market. The Rules should include a mandate that SASB standards be 
revisited at least every five years. In some cases, unexpected market changes might take place, 
requiring a revision before the five-year period has expired. The Rules should provide a 
mechanism through which interested parties and stakeholders may request or initiate a review. 
 
The Rules call for a 90-day comment period, which is generally reasonable. However, they also 
state that the comment period may be “lengthened or shortened depending on the 
circumstances.” If the comment period is shortened, the Rules should specify a floor under which 
the comment period may not be shortened. AHAM suggests a floor of sixty days to ensure 
adequate review by stakeholders.  The Rules of Procedure document should be modified to 
incorporate the changes as indicated and should specify the stages and methods through which 
comments are submitted and considered. 
 

II. The Provisional Home Appliance Standard 
 
As the Rules of Procedure document also outlines the consultation process going forward on the 
provisional standards, and another of SASB’s Guiding Principles is ensuring a credible standard, 
AHAM includes the following comments on the provisional appliance manufacturing standard.   
Criteria for meeting this Principle include materiality, decision-usefulness, and cost-
effectiveness. AHAM does not believe the appliance manufacturing standard meets this Guiding 
Principle for the reasons below and the Rules of Procedure document should clearly indicate 
what criteria threshold will be met in order to meaningfully engage with industry stakeholders on 
the provisional standards.  Outlined below are AHAM’s concerns on the current provisional 
appliance manufacturing standard. 
 

A. Materiality of CN0601-03: Percentage of eligible products certified to a U.S. EPA 
ENERGY STAR® standard 

 
The draft standard defines a fact as material if, in the event such fact is omitted from a particular 
disclosure, there is “a substantial likelihood that the disclosure of the omitted fact would have 
been viewed by the reasonable investor as having significantly altered the ‘total mix’ of the 
information made available.”   
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In its standard, “SASB has attempted to identify sustainability topics that are reasonably likely to 
have a material effect on the financial condition or operating performance of companies.” As so 
defined, the ENERGY STAR metric SASB has proposed is not reasonably likely to have a 
material effect on an appliance manufacturer’s financial condition or operating performance.    
 
While AHAM is generally supportive of the ENERGY STAR program, the way it is referenced 
in the provisional standard, as a percentage of revenue, does not provide material information to 
the investor. ENERGY STAR periodically redefines its qualification criteria for the express 
purpose of limiting the percent of qualified product in the program, even when excluded products 
are significantly more efficient than products that meet DOE standards. Because of this, such 
information is not reasonably likely to have a material effect on an appliance manufacturer’s 
financial condition, operating performance, or even commitment to reducing environmental 
impact.  
 
It is questionable as well what additional value this information would provide to consumers, 
given that most of our members have corporate sustainability reports in which they disclose 
information regarding significant sustainability metrics, and much of the information regarding 
energy efficiency would be available publicly through the ENERGY STAR website.   
 

B. Materiality of CN0601-03: Number of Recalls and Total Units Recalled 
 
The provisional standard calls for the disclosure of the total number of recalls and the total 
number of units that were recalled. The scope includes voluntary recalls initiated by the 
registrant and mandatory recalls mandated by the Consumer Product Safety Commission (CPSC 
or Commission) or other relevant government agency. The registrant may choose, in addition to 
total units recalled, to disclose the percentage of recalls that were (1) voluntarily and (2) 
involuntarily issued. For the reasons discussed below, AHAM respectfully believes that these 
measures are inappropriate as a matter of public policy and given the appliance industry’s proven 
track record of proactively addressing appliance safety issues. 
 
AHAM’s members produce hundreds of millions of appliance products each year. Our members 
design and build products at the highest levels of quality and safety. As such, they have 
demonstrated their commitment to ensuring strong internal safety design, monitoring, and 
evaluation/failure analysis systems. When appropriate, that may require cooperating with 
agencies like the CPSC through reporting and, sometimes, corrective action plans (what you call 
“recalls”). There have been no mandatory recalls in our sector. The relationship between the 
Commission and industry works remarkably well. It is in this spirit and context that we comment 
on this aspect of the draft SASB standard. 
 
The presence and wording of CN0601-01 implies that SASB views multiple voluntary recalls as 
an indication that a company has been a “bad actor” or has somehow failed to comply with 
regulatory/legal requirements. This view is troubling and incorrect.  To the contrary, a history of 
voluntary recalls often indicate that a firm has a broad product scope, makes products in 
significant volumes, and, importantly, has a robust post-market product safety compliance 
program.  Many companies that have effective compliance programs conduct recalls from time 
to time because an effective process will identify potential hazards (and prevent future recalls). 
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Sometimes, a recalling firm acts to protect customer good will, even if there have been no 
injuries and little injury potential. Under the proposed SASB standard, the absence of recalls 
could be used to suggest a particular company’s products were safer; however, this would be an 
unreliable conclusion. To suggest that the simple fact of a recall or multiple recalls indicates that 
a special disclosure or compliance program-related requirement is necessary ignores these 
realities.  
 
Corrective actions can take many forms. Firms conduct recalls, manage service programs, or take 
corrective actions for a variety of reasons and not always in conjunction with regulatory 
authorities. Mandating disclosure of such corrective actions without understanding the nature or 
context of these actions could potentially punish a company for doing the right thing and 
ensuring a successful post market surveillance safety program without understanding the true 
nature of the firm’s actions.  
 
The American public is justifiably confident in and trusts the safety of its appliances and the 
appliance industry’s commitment to safety, including the execution of recalls when necessary.  
Recent AHAM survey data collected by Ogilvy indicates that 95 percent of Americans agree that 
home appliance recalls are important to ensure their safety and 87 percent believe that home 
appliance recalls let them know that safety and quality are top priorities for the home appliance 
industry and that the industry is doing its best to protect consumers. This is consistent with the 
CPSC’s historical view (as demonstrated by its voluntary recall rules and its existing practice of 
working cooperatively with recalling firms).  We do not understand why SASB takes the 
position that a recall is necessarily a reliable indicator of an insufficient compliance program and 
thus warrants material information for investors.  Instead of looking at the number or frequency 
of recalls, SASB should instead focus on the processes, policies and internal review operations 
that a company has in place to mitigate the risks associated with its products. Processes and 
structures that prevent incidents and help to ensure effective post-market surveillance are more 
material to the reasonable investor than the presence or absence of recalls alone.     
 
AHAM urges SASB to revise its Rules of Procedure and its provisional appliance manufacturing 
standard for the reasons indicated above. AHAM staff is available to address any questions 
regarding these comments. We also look forward to constructive dialogue and consultation on 
these metrics during the consultation process that SASB staff has indicated will take place over 
the next 12 to 18 months.  
 
Respectfully submitted, 

 
 
Charlotte Skidmore 
Director, Energy and Environmental Policy 
 
  
 
 



 

 
♦  ♦  ♦ 

 
 

     
Page 1 of 3 

 

NATIONAL  
 

ASSOCIATION 
 

OF  
 

REAL ESTATE  
 

INVESTMENT  
 

TRUSTS® 
 
 

♦  ♦  ♦ 
 
 

REITS:  
 

BUILDING  
 

DIVIDENDS  
 

AND  
 

DIVERSIFICATION® 

 

 

 

 

 

 

 

 

 

 

 

July 6, 2016 
 
Sustainability Accounting Standards Board 
75 Broadway, Suite 202 
San Francisco, CA 94111 
 
comments@sasb.org 
 
Delivered Electronically 
 
RE: Request for Public Comment on the Sustainability Accounting Standards Board (SASB) 
Exposure Draft of the Rules of Procedure  
 
Dear SASB, 
 
This letter is submitted by the National Association of Real Estate Investment Trusts® 
(“NAREIT”) to provide comments, within the established Public Comment period, on SASB’s 
Exposure Draft of the Rules of Procedure. 
 
NAREIT is the representative voice for real estate investment trusts (REITs) and publicly traded 
real estate companies with an interest in U.S. real estate and capital markets. NAREIT’s 
members are REITs and other real estate businesses throughout the world that own, operate and 
finance commercial and residential real estate. NAREIT’s members play an important role in 
providing diversification, dividends, liquidity and transparency to investors through their 
businesses that operate in all facets of the real estate economy. 
 
REITs are generally deemed to operate as either Equity REITs or Mortgage REITs. Our 
members that operate as Equity REITs acquire, develop, lease and operate income-producing 
real estate. Our members that operate as Mortgage REITs finance housing and commercial real 
estate, by originating mortgages or by purchasing whole loans or mortgage-backed securities in 
the secondary market. 
 
A useful way to look at the REIT industry is to consider an index of stock exchange listed 
companies like the FTSE NAREIT All REITs Index that covers both Equity REITs and 
Mortgage REITs. This Index was comprised of 222 companies representing an equity market 
capitalization of $1.07 trillion at July 5, 2016. Of these companies, 180 were Equity REITs, 
representing roughly 95% of total U.S. stock exchange-listed REIT equity market capitalization 
(amounting to $1.02 trillion). The remaining 42 companies were stock exchange-listed Mortgage 
REITs with a combined equity market capitalization of $57.11 billion. 
 
It is NAREIT’s continued position that principles-based disclosure based on the legal standard of 
materiality remains the best approach to environmental, sustainability and similar disclosures. 
The SEC’s existing framework, which mandates the disclosure of such material information, 
adequately accommodates this objective. Accordingly, NAREIT does not believe that the 
adoption of new prescriptive regulatory standards is necessary or appropriate.  Voluntary 
sustainability metrics and frameworks developed outside the government sector, such as those 
being developed by SASB, the Global Real Estate Sustainability Benchmark (GRESB) and 
others, can facilitate disclosure, but should remain both voluntary and non-governmental. 
 
Overview 
 
On April 7, 2016, the Sustainability Accounting Standards Board (SASB) released an Exposure 
Draft of the Rules of Procedure. In the document, SASB proposed 3 question(s) for 
Respondents. NAREIT has conducted a review of the “SASB Rules of Procedure Comments”. 
This review was conducted to address the specific questions asked of the review.  We also 
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reviewed the document for other issues or concepts that may have been contained in the document and submit the 
following comments for your consideration. 
 
Specific SASB Questions 
 

1. Does the process described reflect an approach to standard-setting that is transparent, market-informed, 
and balanced? 
 

We believe that the Rules of Procedure describe a process that is open and transparent.  For example, the Standards 
Council meetings are open to the public by webcast and recordings that will be available to the public. They have 
also indicated that they will provide 10 days’ public notice before the quarterly meetings, allowing time to schedule 
attendance to understand what is being discussed by the Council.   
 

2. Will the process described ensure outcomes that facilitate material, decision-useful, and cost effective 
disclosures?  
 

The SASB Draft Rules of Procedure also provide that: “The council will actively solicit and consider Market input 
on the material, decision usefulness and cost – effectiveness of the standards.” We believe that this statement makes 
a clear statement that the standards are intended to facilitate industry and investor input that should lead to 
discussions and standard setting that are conducive to arriving at outcomes that will incorporate these fundamental 
principles. 
 
However, the current draft includes “Non-Governmental Organizations” and “Others” in the process. While we 
understand it may be necessary to include these groups in some portions of the process to achieve a high level of 
transparency, some of these groups have the potential to include stakeholders that are not focused on materiality for 
investors. We recommend that SASB define these groups to include “relevant” parties and “non-governmental 
organizations” such as industry groups; which would reduce the risk of introducing “activist” subjects into the 
process for consideration.  
 

3. Is the governance structure clear and appropriate? Is it likely to ensure quality outcomes?  
 
The graphics of the structure clearly show the checks and balances that are intended to exist in the organization, 
however quality outcomes will be based on the people who are involved in the process. We believe that narrowing 
the definitions of who can participate on The Standards Council to include non-governmental organizational groups 
consisting of industry groups would help to insure quality outcomes in the process. 
 
We believe that the best approach to this could be to use the following as a replacement for the section explaining 
the composition of the Council on page 9.  
 

The composition of the Council will reflect equal representation of the SASB’s three main stakeholder 
groups. It will be comprised of: 
 

• Three corporate issuer members; 
• Three investor and financial analyst members; and 
• Three members from a stakeholder category comprised of accountants, lawyers, public servants, 

non-governmental organizations, and others, of which at least two shall be representatives of 
industry organizations. 
 

Members of the Council will be selected for their technical expertise, availability, and objectivity. 
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Conclusion  
 
We recommend that SASB make minor clarifications to further define The Standards Council to include a narrower 
group of participants and reduce the potential to include “other” interests in the process.  We believe that this would 
help to insure that the Provisional SASB Standards, the Code, and Updates approved by The Standards Council 
would produce material, decision-useful, and cost effective disclosures. 
 
 
Respectfully, 
 

 
Steven A. Wechsler 
President and CEO 
 
 

 
Sheldon M. Groner  
Executive Vice President, Finance & Operations 
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July 6, 2016 
 
Sustainability Accounting Standards Board 
75 Broadway, Suite 202 
San Francisco, CA 94111 
 
comments@sasb.org 
 
Delivered Electronically 
 
RE: Request for Public Comment on the SASB Proposal Amendments to: Sustainable Industry 
Classification System 
 
Dear SASB, 
 
This letter is submitted by the National Association of Real Estate Investment Trusts® 
(“NAREIT”) to provide comments, within the established Public Comment period, on the SASB 
Proposal Amendments to: Sustainable Industry Classification System. 
 
NAREIT is the representative voice for real estate investment trusts (REITs) and publicly traded 
real estate companies with an interest in U.S. real estate and capital markets. NAREIT’s 
members are REITs and other real estate businesses throughout the world that own, operate and 
finance commercial and residential real estate. NAREIT’s members play an important role in 
providing diversification, dividends, liquidity and transparency to investors through their 
businesses that operate in all facets of the real estate economy. 
 
REITs are generally deemed to operate as either Equity REITs or Mortgage REITs. Our 
members that operate as Equity REITs acquire, develop, lease and operate income-producing 
real estate. Our members that operate as Mortgage REITs finance housing and commercial real 
estate, by originating mortgages or by purchasing whole loans or mortgage-backed securities in 
the secondary market. 
 
A useful way to look at the REIT industry is to consider an index of stock exchange listed 
companies like the FTSE NAREIT All REITs Index that covers both Equity REITs and 
Mortgage REITs. This Index was comprised of 222 companies representing an equity market 
capitalization of $1.07 trillion at July 5, 2016. Of these companies, 180 were Equity REITs, 
representing roughly 95% of total U.S. stock exchange-listed REIT equity market capitalization 
(amounting to $1.02 trillion). The remaining 42 companies were stock exchange-listed Mortgage 
REITs with a combined equity market capitalization of $57.11 billion. 
 
It is NAREIT’s continued position that principles-based disclosure based on the legal standard of 
materiality remains the best approach to environmental, sustainability and similar disclosures. 
The SEC’s existing framework, which mandates the disclosure of such material information, 
adequately accommodates this objective. Accordingly, NAREIT does not believe that the 
adoption of new prescriptive regulatory standards is necessary or appropriate.  Voluntary 
sustainability metrics and frameworks developed outside the government sector, such as those 
being developed by SASB, the Global Real Estate Sustainability Benchmark (GRESB) and 
others, can facilitate disclosure, but should remain both voluntary and non-governmental. 
 
Overview 
 
On April 7, 2016, the Sustainability Accounting Standards Board (SASB) released SASB 
Proposal Amendments to: Sustainable Industry Classification System. In the document, SASB 
proposed 4 questions for Respondents. We are responding only to question 2 related to Item 9.  
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Specific SASB Questions Addressed 
 

2. Do the proposed changes to SICS improve its usefulness for sector and industry analysis and portfolio construction 
according to sustainability risks and opportunities?  

 
Item 9 
 
The following set of items—which for the most part deal with minor changes to SICS—are included here 
mainly for notification purposes; interested parties are nonetheless welcome to provide comments as they 
see fit. Some of the changes described below involve the renaming of industries either as a result of the 
SASB’s own research and/or external stakeholder feedback, while some others involve the addition of 
segments from within BICS (which were previously not considered under SICS due to their size and/or 
niche operations) to existing SICS industries. 
 
Item 9.1: Rename the “Electric Utilities” industry [IF0101], currently under the “Infrastructure” sector, as 
“Electric Utilities & Power Generators.” 
 
Item 9.2: Rename the “Gas Utilities” industry [IF0102], currently under the “Infrastructure” sector, as “Gas 
Utilities & Distributors.” 
 
Item 9.3: Rename the “Water Utilities” industry [IF0103], currently under the “Infrastructure” sector, as 
“Water Utilities & Services.” 
 
Item 9.4: Rename the “Real Estate Owners, Developers & Investment Trusts” industry [IF0402], currently 
under the “Infrastructure” sector, as “Real Estate.” 
 
Item 9.5: Rename the “Forestry & Logging” industry [RR0201], currently under the “Renewable Resources 
& Alternative Energy” sector, as “Forestry Management.” 

 
After reviewing the proposed change in the naming of “Real Estate Owners, Developers & Investment Trusts” 
industry [IF0402], we suggest that the category name be changed, but not to “Real Estate.” We suggest that the 
name for IF0402 be changed to Real Estate Owners & Investment Trusts. Our rational for removing the Developers 
from the standard is that the activities related to development are not specifically covered in this standard.  
 
After reviewing the proposed change in the naming of “Forestry & Logging” industry [RR0201], we agree that the 
change to “Forestry Management” more accurately describes the industry. 
 
Conclusion 
 
We believe that making the minor change to the naming for IF0402 will improve the usability and reduce confusion 
for publicly held companies that engage in development.  
 
Respectfully, 
 

 
Steven A. Wechsler 
President and CEO 
 

 
Sheldon M. Groner  
Executive Vice President, Finance & Operations 
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July 6, 2016 
 
Sustainability Accounting Standards Board 
75 Broadway, Suite 202 
San Francisco, CA 94111 
 
comments@sasb.org 
 
Delivered Electronically 
 
RE: Request for Public Comment on the Sustainability Accounting Standards Board (SASB) 
Exposure Draft of the Conceptual Framework  
 
Dear SASB, 
 
This letter is submitted by the National Association of Real Estate Investment Trusts® 
(“NAREIT”) to provide comments, within the established Public Comment period, on SASB’s 
Exposure Draft of the Conceptual Framework. 
 
NAREIT is the representative voice for real estate investment trusts (REITs) and publicly traded 
real estate companies with an interest in U.S. real estate and capital markets. NAREIT’s 
members are REITs and other real estate businesses throughout the world that own, operate and 
finance commercial and residential real estate. NAREIT’s members play an important role in 
providing diversification, dividends, liquidity and transparency to investors through their 
businesses that operate in all facets of the real estate economy. 
 
REITs are generally deemed to operate as either Equity REITs or Mortgage REITs. Our 
members that operate as Equity REITs acquire, develop, lease and operate income-producing 
real estate. Our members that operate as Mortgage REITs finance housing and commercial real 
estate, by originating mortgages or by purchasing whole loans or mortgage-backed securities in 
the secondary market. 
 
A useful way to look at the REIT industry is to consider an index of stock exchange listed 
companies like the FTSE NAREIT All REITs Index that covers both Equity REITs and 
Mortgage REITs. This Index was comprised of 222 companies representing an equity market 
capitalization of $1.07 trillion at July 5, 2016. Of these companies, 180 were Equity REITs, 
representing roughly 95% of total U.S. stock exchange-listed REIT equity market capitalization 
(amounting to $1.02 trillion). The remaining 42 companies were stock exchange-listed Mortgage 
REITs with a combined equity market capitalization of $57.11 billion. 
 
It is NAREIT’s continued position that principles-based disclosure based on the legal standard of 
materiality remains the best approach to environmental, sustainability and similar disclosures. 
The SEC’s existing framework, which mandates the disclosure of such material information, 
adequately accommodates this objective. Accordingly, NAREIT does not believe that the 
adoption of new prescriptive regulatory standards is necessary or appropriate.  Voluntary 
sustainability metrics and frameworks developed outside the government sector, such as those 
being developed by SASB, the Global Real Estate Sustainability Benchmark (GRESB) and 
others, can facilitate disclosure, but should remain both voluntary and non-governmental. 
 
Overview 
 
On April 7, 2016, the Sustainability Accounting Standards Board (SASB) released an Exposure 
Draft of the Conceptual Framework. In the document, SASB proposed 4 question(s) for 
Respondents. NAREIT has reviewed the Exposure Draft of the Conceptual Framework and 
submits the following comments for your consideration.  
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Specific SASB Questions 
 

1. Do you find this Conceptual Framework understandable? If not, which particular section(s) of this 
document do you find difficult to understand? Do you have suggestions on how to make those sections clearer? 
 

We believe that the Conceptual Framework is generally well presented and is easy to understand. 
 

2. Does the discussion in Section 1 of this Conceptual Framework appropriately and clearly answer each of 
the five fundamental questions? If not, why not? Are there any other fundamental questions you believe need to 
be discussed in this section? 
 

While Section 1 answers the five fundamental questions, we believe Section 1 “The Environment” should be 
rephrased from:  
 

Environment. This dimension includes corporate impact on the environment, either through the use of 
nonrenewable, natural resources as input to the factors of production (e.g., water, minerals, ecosystems, and 
biodiversity) or through environmental externalities or other harmful releases in the environment, such as air 
and water pollution, waste disposal, and greenhouse gas (GHG) emissions. 
 
To: 
 
Environment. This dimension includes corporate impact on the environment, either through the use of 
nonrenewable natural resources as input to the factors of production or through other harmful releases into the 
environment, such as air, land and water that may negatively affect natural resources and result in negative 
impacts to the company.  
 

The reasoning for the change is that it removes the specific examples of environmental impacts that results in a 
larger framework that we believe is more flexible for current and future use.  In addition, “externalities” are likely to 
be too difficult to accurately define or quantify for many if not all users of the Conceptual Framework.  
 

3. Are the principles and criteria discussed in Section 4 of this Conceptual Framework sufficient to produce 
outcomes that meet SASB’s core objectives (i.e., disclosures that are material, decision- useful, and cost-
effective)? If not, why not? Are there any other principles or criteria you believe SASB should consider when 
selecting topics and/or metrics? 

Section 4. Principals for Topics Selection contains a bullet “Of interest to investors”.  Item (4), “stakeholder 
concerns and social impacts” contains language that, in our opinion is constructed too broadly.  
 
The word stakeholder is used throughout the document but “Stakeholders” that are used to select topics are not 
clearly defined in this document. We believe that this has the potential to leave the Standards open to “stakeholder” 
input that may not be material or “of interest to investors.” While we recognize that “broader stakeholder groups 
(government, community, customers, and employees)” should be addressed in the Leadership and Governance 
dimension, we believe that limiting the introduction of topics to investors and industry professionals would be a 
preferred approach. We believe that this approach would keep the outcomes focused on issues that are material, 
decision useful and cost effective.  
 
Other SASB documents, such as the Draft Rules of Procedure, attempt to clarify who the stakeholder is. One 
specific example is contained in the “How the Mission is Accomplished” section of the Draft Rules of Procedure 
which states “Generally the SASB will focus stakeholder consultations on corporate issuers, investors, analysts, and 
other market participants and intermediaries.” We believe that adding clarifying language to this document will 
improve the Conceptual Framework.  
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Conclusion 
 
In conclusion, the SASB Conceptual Framework is the guiding document that outlines the future standard setting 
activities. We believe that the comments contained in this response will help to clarify a few key concepts. These 
changes should help to improve the Conceptual Framework.   
 
 
Respectfully, 
 

 
Steven A. Wechsler 
President and CEO 
 
 

 
Sheldon M. Groner  
Executive Vice President, Finance & Operations 




