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INVESTORS DEMAND THAT 
ORGANIZATIONS STEP UP TO THE PLATE

For several years now, global investment 
manager BlackRock has noted in its annual 
open letters the firm’s commitment to helping 
clients on their journey to sustainable 
investing, confirming what many sustainability 
professionals have long known: mainstream 
investors increasingly believe that ESG metrics 
have a direct impact on risk and return. 

BlackRock’s letterrs serve as a clear indication 
that investors believe, more than ever, that 
effectively managing sustainability issues over 
the long-term is likely to improve business 
performance in the form of: 

• Reduced operating costs;

• Enhanced reputation;

• Greater resilience to risks; and

• Potential for competitive advantage.

But more than that, recent years have seen 
clear indications of a shift in the way money is 
invested. Awareness about the long-term 
effects of proactively managing sustainability 
is rapidly changing. “I believe we are on the 
edge of a fundamental reshaping of finance,” 
BlackRock CEO Larry Fink has written.

This reshaping is being driven by “an increased 
understanding of how sustainability-related 
factors can affect economic growth, asset 
values, and financial markets as a whole,” 
according to Fink. It comes at a time when 
investors are seeing elements of sustainability 
moving the needle on financial performance. 

“That’s ultimately why the financial markets 
care, and that’s why we’ve seen an explosion 
of sustainable assets under management and 
an explosion of data correlation between 
ESG performance and financial performance,” 
says Marcus Krembs, head of sustainability at 
energy solutions provider Enel North America. 

ENTER INTEGRATED REPORTING

What does this increase in investor interest 
in a company’s ESG performance mean for 
commercial and industrial (C&I) organizations? 
One of the most important results of this shift is 
that investors are increasingly asking companies 
to incorporate ESG data into their financial 
reporting. “...[G]lobal mainstream investors 
increasingly want consistent, comparable, and 
reliable information about how companies are 
managing financially material sustainability 
risks and opportunities,” says Amanda Medress, 
director of global communications for the 
Sustainability Accounting Standards Board 
(SASB), a nonprofit organization that sets 
financial reporting standards. 

...We’ve seen an explosion 
of sustainable assets 
under management and an 
explosion of data correlation 
between ESG performance 
and financial performance.”
— Marcus Krembs, head of 
sustainability at energy solutions 
provider Enel North America
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With the increasing desire for reliable 
information about sustainability risks and 
opportunities has come a corresponding push 
from investors to have companies report on 
their ESG progress. “Boards, chief finance 
officers and investors alike are taking notice 
and making ESG an integral part of their 
decision making,” says Tim Mohin, chief 
executive of GRI, an organization that offers 
a reporting framework to help organizations 
understand and communicate their 
sustainability impacts.

While investment companies themselves are 
demanding more ESG data, they are also under 
pressure from the clients whose money they are 
managing, according to Peter Perrault, senior 
manager of circular economy and sustainable 
solutions for Enel North America, a company 
that published its first integrated report in May. 
“[An investor] may be representing a union, 
for example, and that union is asking questions 
about labor and other things you aren’t 
expecting. The level of sophistication has gone 
up quite a bit,” he says. 

Integrating ESG data into financial reports, 
of course, is not a new idea: the integrated 

reporting movement has been around for ten 
or more years, according to Krembs. However, 
the movement has crept along at a snail’s pace; 
it is extremely difficult to change the manner 
and process by which companies produce 
traditional financial reports. Many companies 
are only now being brought into the integrated 
reporting conversation because of demands 
from activist shareholders, says Krembs.

“When investors express something to 
leadership, that’s when things happen fastest,” 
Perrault adds.

But it’s not just because of pressure from 
investors that companies are finally climbing 
aboard the integrated reporting bandwagon. The 
times are ripe for change. “We are in what some 
would call the decisive decade, the decade of 
action - to reach the SDGs by 2030,” Krembs says. 
“At no other time in the progression of corporate 
consciousness has there been such urgency for 
action. It needs to be today. It needs to be now.”

A confluence is happening 
between ESG and traditional 
financial reporting.”
— Marcus Krembs, head of 
sustainability at energy solutions 
provider Enel North America
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And failing to produce reports that integrate 
financial with ESG status carries risk: 
companies face the potential for lost investors 
or customers. They also lose the opportunity to 
highlight their efforts or progress on important 
aspects of their sustainability performance. 
“Ultimately, one can imagine that with time, 
ESG disclosure will become more compulsory,” 
says Perrault. “Delaying or prolonging the wait 
to get to an integrated report may then make 
the process all the more painful.”

Between the pledges from companies to reach 
the SDGs by 2030, the implicit and explicit 
demands of investors, and the risks of not doing 
integrated reporting, “a confluence is happening 
between ESG and traditional financial 
reporting,” says Krembs.

CREATING AN INTEGRATED REPORT

But as Krembs points out, it’s not easy for 
a company to move the needle and change 
the deeply entrenched process of how they 
create their financial reports. And integrated 
reporting is a complex issue that touches 
nearly every corner of an organization. 
Companies wonder: Is an integrated report 

When investors express 
something to leadership, that’s 
when things happen fastest.”
—Peter Perrault, Senior Manager, 
Circular Economy and Sustainable 
Solutions, Enel Group

WHAT EXACTLY IS AN  
INTEGRATED REPORT?

“Integrated reporting” generally refers to 
a financial report where a company’s ESG 
initiatives and progress are fully integrated 
with its financial information. It is a topic 
that is very much on the mind of institutional 
investors, investment advisers and their 
consultants, who “more and more will demand 
integrated reporting from their investments,” 
says Edmund Novy, vice president of 
nonprofit organization Foundation Enfant 
Jesus and board member of the Los Angeles 
branch of the US Green Building Council 
(USGBC).

An integrated report reflects how well a 
company’s corporate responsibility and 
sustainability efforts are reflected in its 
vision, mission and operations. “Integrated 
reports intertwine environmental, 
social and governance (ESG) reporting 
with performance metrics,” says Novy. 
“The object is to improve a company’s 
transparency regarding its corporate social 
responsibilities and sustainability efforts, 
while demonstrating how that creates value 
for the firm or investment.”  {
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really necessary? If so, what ESG information 
should be included with our financial 
disclosures? And where on earth do we start?

The first premise for any company to look 
at is whether investors are asking for ESG 
information. If investors are already indicating 
a desire for progress reports on ESG initiatives, 
a company might want to get started sooner 
rather than later, particularly as successfully 
integrating financial and sustainability data can 
be a multi-year effort. 

Smaller or privately held companies are less 
likely to “need” integrated reporting. “However, 
as with the missed opportunities noted 
above, they may also find benefits in looking 
at their companies in a more holistic fashion 
through the ESG lens, whether publishing that 
information publicly or not,” Perrault suggests.

Once the decision has been made to pursue 
integrated reporting, companies should 
consider the following:

• Get top-down commitment 

“If you’re swimming upstream, it will constantly 
be a battle,” says Perrault. “You need executive 
buy-in when forming a program like this. Say 
you need sustainability data from the marketing 
department, or you need approval from the 
legal department. With top-down support, it’s 
much easier to get things done.”

• Conduct a materiality assessment

What ESG data should be included in such 
a report when there’s so much to choose 
from? What is the relative importance of each 
specific ESG issue? To create an integrated 

Getting the different regions 
to buy in, rolling up the regions 
into the total enterprise, 
modeling every building...it 
was very methodical and very 
mathematical.”
—Ben Myers, Head of Sustainability, 
Boston Properties Group
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report measuring your progress towards the 
ESG goals that are key to your investors, is it 
important to conduct a materiality assessment 
of your company.

The relative importance of some of your ESG 
issues will be immediately obvious. Textile 
companies, for example, use massive amounts 
of water, so water use becomes more material 
than their energy use, explains Perrault. A 
coffee manufacturer’s most material ESG issue 
might be the sustainability of its supply chain.

For Enel X, Perrault says, the more material 
aspects of its ESG reporting will focus on 
emissions and energy use. “Globally speaking, 
from the material aspect of our business, that 
becomes paramount,” he says.

Other material issues on which to report your 
progress might include waste management, use 
of renewable energy, the health and safety of 
your employees, or manufacturing sustainability.

But not all material ESG issues are as obvious 
as those above.

“It would not be advisable to assume that 
you know what all your stakeholders think 
is important,” Perrault says. You might be 
surprised, for example, to find that your local 
communities worry about child labor in your 
extended supply chain, or that your employees 
are worrying about local preservation of 
natural resources. So instead of assuming 
you know the most material aspects of your 
ESG efforts, it is important to get input from 
stakeholders. 

All internal stakeholders should have a voice. 
“Everyone — finance, supply chain, product 

supply, facilities and operations, HR, marketing, 
legal department — everyone should be playing 
a role,” explains Perrault. 

External stakeholders are also key to 
materiality assessments. These include 
investors, companies in your supply chain, and 
the communities in which you conduct business. 

• Gather Information in a Systematic Fashion

You might pull together information in a variety 
of ways, but it’s important to be committed 
to accurate and specific findings of what each 
group thinks are your most material ESG issues. 
This is not the time to be haphazard about 
talking to your stakeholder groups.

Enel, for example, uses a variety of tools for 
engaging with stakeholders. These include 
corporate social media tools, “lunch-and-learn” 
gatherings, customer satisfaction surveys, 
soliciting direct feedback from customers and 
communities, holding annual “supplier days” 
with workshops to talk about the issues, etc.

“Communities are something we’ve learned 
a lot about, for example, because we’ve 

It would not be advisable to 
assume that you know what 
all these stakeholders think 
is important.”
—Peter Perrault, Senior Manager, 
Circular Economy and Sustainable 
Solutions, Enel Group
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established community relations managers,” 
Perrault explains. “They’re literally pounding 
the pavement, talking to local governments, 
talking to people all the time.”

They also have an investors relations group, 
which they use to learn exactly what investors 
want from them.

• Choose a reporting framework

Don’t try to recreate the wheel. There are many 
tools to help you build your integrated report. 
And you’re much more likely to cover all the 
bases that are of interest to stakeholders when 
using an existing reporting framework such as 
the Global Reporting Initiative (GRI). 

While GRI is the dominant framework used 
for general corporate reporting, SASB is a 
framework developed specifically for integrating 
non-financial with financial reporting. The Global 
Real Estate Sustainability Benchmark (GRESB) is 
another, but applies solely to real estate owners, 
asset managers and developers.

Research your options and choose a 
framework that is most relevant to your needs.

• Ensure Good Data, Set a Baseline, 
Determine Goals

Before you can report on your ESG progress, 
you must have a baseline against which to 
measure. The key to getting a baseline across 
a number of KPIs — which will vary from 
company to company — is good data, says Ben 
Myers, head of Boston Properties Group’s 
sustainability department, a real estate 
development company that recently launched 
its first integrated report. 

Having an effective data management system 
can be a huge asset when determining a 
baseline and setting goals. “First you need a 
deep analysis of historical investment activity 
and performance, followed by identification 
of opportunities for [things like] energy, 
water, emissions, and waste improvement,” 
says Myers. Then, he says, you must model 
the potential for improving those indicators 
based on measures particular to the company. 
For Boston Properties Group, some of those 
measures included tenant rollover and the 
potential for tenant improvement on measures 
such as lighting, for example.

http://www.environmentenergyleader.com/
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“Getting the different regions to buy in, rolling 
up the regions into the total enterprise, 
modeling every building...it was very 
methodical and very mathematical,” Myers 
says. “We used an engineering model to 
predict savings across KPIs.”

He adds, “That was all much harder than getting 
it aligned with our reporting.”

• Don’t be overly focused on appearance

Analysts and others who are reviewing reports 
are looking at the quantitative nature of what 
is being reported, not how pretty the report 
is. “Regardless of the formatting or the photo 
quality or the layout schemes, they’re looking 
for targets and goals,” says Krembs. “These 
reports give companies the ability to report on 
their progress toward these goals.”

INTEGRATION ON THE RISE

While an increasing number of companies 
have begun thinking about integrating their 
ESG information with their financial reports, 
it is far from common practice. “We’re one 
of the very few companies in the real estate 
space that have added SASB into their 
financial reporting,” says Myers. “And there 
are maybe only a handful of Fortune 500 
companies doing so.”

Of course, not every company needs to worry 
about compiling an integrated report. “You have 
to look at what you’re trying to achieve,” says 
Perrault. “If I’m a guy who owns a 100 person 
factory, I might know that sustainability matters 

— but if someone said I have to integrate ESG 
with financial disclosure, I’d probably have a 
heart attack. You need to see the issue within 
the context of what you’re trying to achieve.”

European firms are “way ahead of US firms” 
in terms of producing integrated reports, says 
Edmund Novy, vice president of nonprofit 
organization Foundation Enfant Jesus and a 
board member of the Los Angeles chapter of the 
US Green Building Council (USGBC). “This type 
of reporting is not easy, and it can be expensive 
in terms of man-hours or joining an organization 
like GRESB,” Novy says. “However, if a firm or 
REIT has large international investors, they are 
either already doing integrated reporting or are 
seriously considering it.”  

Sustainability issues are global business 
issues. “Effectively managing these issues 
over the long-term is likely to improve 
business performance in the form of reduced 
operating costs, enhanced reputation, greater 
resilience to risks, and the potential for 
competitive advantage,” says Medress. “As 
such, global mainstream investors increasingly 
want consistent, comparable, and reliable 
information about how companies are 
managing financially material sustainability 
risks and opportunities.” 

By keeping investors informed of a company’s 
ESG practices and progress, a company can 
“stay ahead of the curve,” according to Myers. 
He adds that proving to investors how their ESG 
performance is positively affecting a company’s 
financial well-being gives companies a strong 
competitive advantage.  {

http://www.environmentenergyleader.com/


Environment + Energy LEADER www.environmentenergyleader.com10

GLOSSARY AND RESOURCES 

Boston Properties Group: A self-administered and self-managed real estate investment trust (REIT), it is 
one of the largest owners, managers, and developers of first-class office properties in the United States.

Enel X North America: Provides smart value-added services and solutions that enable businesses and 
communities to create, store, use, and manage energy more efficiently, sustainably, and strategically.

Foundation Enfant Jesus: A nongovernmental organization with over 30 years’ experience empowering 
local communities and caring for Haiti’s most vulnerable children.

GRESB: Working in collaboration with the industry, GRESB defines the global standard for sustainability 
performance in real assets, providing standardized and validated ESG data to the capital markets. 
(Formerly the Global Real Estate Sustainability Benchmark)

GRI: The Global Reporting Initiative helps businesses and governments worldwide understand and 
communicate their impact on critical sustainability issues such as climate change, human rights, 
governance and social well-being.

SASB: The Sustainability Accounting Standards Board is an independent, nonprofit standard-setting 
organization that develops and maintains reporting standards that enable businesses to identify, manage, 
and communicate financially material sustainability information to investors.
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