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This is the second part of the June edition o the EU 
Sustainability Reporting Newsletter. 

While the first part of the June issue focused on the 
draft European Sustainability Reporting Standards, this 
section discusses the new climate-related disclosures 
that the SEC proposed in March 2022 and their 
potential impacts for European issuers. It also provides 
a comparison between the three climate standards 
proposed by EFRAG, the ISSB and the SEC and 
illustrates how  dealing with all of them at the same time 
can be complex for companies, evidencing a real need 
for convergence between standard-setters. 

This section also includes the latest CSRD 
developments as well as a follow-up on our series on 
the assurance of sustainability reporting, which 
discusses the difference between limited assurance and 
reasonable assurance. 

Enjoy your reading
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ISSB – Latest developments

Publication of exposure drafts and 
development of the IFRS 
Sustainability Disclosure Taxonomy 
for digital reporting
On 31 March 2022, the ISSB launched a consultation 
on its first two exposure drafts. ED IFRS S1 General 
Requirements for Disclosure of Sustainability-related 
Financial Information sets out general sustainability-
related disclosure requirements ( here) and ED 
IFRS S2 Climate-related disclosures (hereafter ED 
IFRS 2) specifies climate-related disclosure 
requirements ( here). The proposals set out 
requirements for the disclosure of material information 
about a company’s significant sustainability-related 
risks and opportunities that is necessary for investors 
to assess a company’s enterprise value. Comments 
are due by 29 July 2022, with the aim of finalising the 
requirements by the end of the year, subject to 
feedback.

On 25 May 2022, the ISSB published a staff request 
( here) for feedback on staff recommendations to 
inform the development of a taxonomy to enable 
digital consumption of sustainability disclosures 
prepared using the ISSB’s Sustainability Disclosure 

Standards. The staff recommendations focus on 
fundamental matters that need to be considered early 
to enable the ISSB to publish the IFRS Sustainability 
Disclosure Taxonomy on a timely basis. Responses 
are due by 30 September 2022 and can be provided 
by filling in an online form or by sending a comment 
letter.

Throughout the course of the year, the ISSB will also 
consult on its standard-setting priorities. This 
consultation will include seeking feedback on the 
sustainability-related information needs of investors 
when assessing enterprise value. 

Find out more

• In depth INT2022-08 – What you need to know 
about the ISSB Exposure Drafts 

• PwC IFRS Talks - Episode 129 : ISSB Exposure 
Drafts 
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Plans to build on SASB’s industry-
based Standards

Simultaneously with the publication of its exposure 
drafts, the ISBB announced specific plans to build on 
SASB’s industry-based Standards and leverage 
SASB’s industry-based approach to standard setting.

Provisions of SASB Standards have already been 
included in the exposure drafts already released and 
they will serve as the starting point for the ISSB’s 
industry-based requirements. The ISSB is also 
committed to improving international applicability of 
SASB Standards.

The SASB was merged into the Value Reporting 
Foundation (VRF) along with the International 
Integrated Reporting Council (IIRC) in June 2021. On 
22 June 2022, the IFRS Foundation Trustees and the 
Board of Directors of the Value Reporting Foundation 
(VRF) have voted to approve the consolidation of the 
VRF into the IFRS Foundation. The consolidation 
will become effective on 1 July 2022.

IFRS Foundation and GRI cooperation 
agreement
On 24 March 2022, the IFRS Foundation and GRI 
announced a collaboration agreement under which 
the ISSB and the Global Sustainability Standards 
Board (GSSB) will coordinate their work programmes 
and standard-setting activities. 

With aligned work programmes, the IFRS Foundation 
and GRI provide two complementary pillars of 
international sustainability reporting:
• a first one representing the investor-focused capital 

market standards developed by the ISSB;
• a second pillar of GRI sustainability reporting 

requirements, designed to meet multi-stakeholder 
needs.

International collaboration
On 27 April 2022, the ISSB announced the formation 
of a working group of jurisdictional representatives to 
establish dialogue to enhance compatibility between 
global baseline and jurisdictional initiatives. 

The working group aims to discuss compatibility of 
those initiatives with the ISSB’s standards in order to 

optimise reporting efficiency for companies in those 
jurisdictions and how those jurisdictions can build 
upon the ISSB’s standards according to their needs. 
As this initiative develops, the ISSB intends to pay 
particular attention to the needs of emerging and 
developing countries, as well as smaller- and medium-
sized companies and others within global supply 
chains, recognising the additional challenges faced by 
such companies in applying sustainability disclosure 
requirements.

Members of the working group are the EC, EFRAG, 
the Chinese Ministry of Finance, the Japanese 
Financial Services Authority, the Sustainability 
Standards Board of Japan Preparation Committee, 
the United Kingdom Financial Conduct Authority and 
the US Securities and Exchange Commission.

Working group meetings will take place in May and 
July. Meeting summaries will be published on the 
IFRS Foundation website and input from the working 
group will also be considered by the ISSB in public 
meetings as part of its deliberation on all feedback 
received during the consultation period.

The ISSB also intends engaging with IOSCO as it 
evaluates whether to endorse standards issued by the 
ISSB for use by its members, and with organisations 
considering the assurance of sustainability-related 
financial disclosures.

On 20 May 2022, the G7 Finance Ministers and 
Central Governors issued a communique in which 
they welcomed the inauguration of the ISSB and its 
progress in delivering a global baseline of 
sustainability disclosures.

On 30 May 2022, the IFRS Foundation issued a call 
for candidates ( here) for membership of the 
Sustainability Standards Advisory Forum (SSAF). The 
Forum will be established later this year and will 
gather representatives from different jurisdictional and 
regional bodies to help the International Sustainability 
Standards Board (ISSB) to develop IFRS 
Sustainability Disclosure Standards. The SSAF should 
formalise and streamline the ISSB’s collective 
engagement with the global community and facilitate 
effective technical discussions on standard-setting 
issues, primarily on issues on the ISSB’s work plan 
but which may include other issues that have major 
implications for the ISSB’s work.
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SEC Climate-related Disclosures

Scope
The proposed rules would apply to most SEC 
registrants, including foreign private issuers (FPIs). 
The proposed rules would not apply to asset-backed 
issuers or Canadian companies that are eligible to 
report under the Multijurisdictional Disclosure System 
(MJDS).

Highlights of proposed disclosure 
requirements
The proposed rules would amend Regulation S-X and 
Regulation S-K and would require a registrant to 
disclose “how climate-related risks have impacted or 
are likely to impact [its] strategy, business model, and 
outlook.” The climate-related risk disclosures would be 

included in a new section of the annual report or 
registration statement entitled “Climate-Related 
Disclosure”, with a requirement to update for material 
changes in interim periods for domestic filers or on a 
Form 6-K for FPIs if certain conditions are met.

One of the standout provisions in the SEC proposal is 
the requirement to include certain climate-related 
disclosures in the notes to the annual financial 
statements; these disclosures would be subject to 
internal control over financial reporting as well as audit 
by the entity’s auditor. The rules would also require a 
registrant to disclose the impact of severe weather 
events, transition activities, and climate-related risks 
that collectively exceed 1% of individual financial 
statement line items.

The following tables summarise the key disclosure 
provisions of the proposal. 

The SEC proposed sweeping new rules ( here) in 
March to enhance the nature and extent of public 
company disclosures related to the risks and impact of 
climate change. New disclosures would be required 
for most companies with publicly traded securities, 
including certain climate-related financial metrics in 

the audited financial statements. Companies would 
also be required to disclose information about 
greenhouse gas emissions, which would be subject to 
a phased-in assurance requirement. The proposal is 
over 500 pages and asked for input on over 800 
questions; comments were due by 17 June 2022. 

Background

Regulation S-K climate-related disclosures

• Climate-related impacts on strategy, business model and outlook

• Greenhouse gas (GHG) emissions reporting (Scope 1 and Scope 2)
o Scope 3 GHG emissions would be phased in and required for all companies (except smaller reporting 

companies) if material or if they are included in the registrant’s emission reduction targets or goal

• Governance and oversight of climate-related risks 
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Attestation
Under the proposal, large accelerated and 
accelerated filers would need to engage a third party 
to attest to their disclosure of Scope 1 and Scope 2 
GHG emissions. This requirement would be phased 
in. For example, a company that initially discloses 
emissions under the proposed rules for 2023 would 
need limited assurance for 2024 and 2025, and 
reasonable assurance for 2026 and beyond.

Impact on FPIs and non-US 
companies 
The proposed rules would apply to FPIs and would 
require climate-related disclosures when filing a new 
registration statement (e.g. Form S-1, Form F-1) and 
when filing an annual report on Form 20-F with the 
SEC. Further, the disclosures would be required for a 
target company, whether public or private, if an FPI is 
required to file a Form F-4 with the SEC for a 
proposed acquisition.

The proposed climate-related disclosures in the 
annual financial statements of an FPI would be 
required, regardless of whether an FPI reports under 
US GAAP, IFRS as issued by the IASB, or local 
country GAAP (with a reconciliation to US GAAP). 

Non-US private companies could also be impacted by 
the requirements in the proposal if they are acquired 
by a US domestic or foreign private issuer that 
requires their financial statements to be included in a 
filing of Form S-4 or Form F-4, or if they plan to raise 

capital in the US markets. In addition, non-US private 
companies could be required to provide GHG 
emission data to US registrants either if they are part 
of its upstream or downstream value chain or are its 
equity method investee.

Next steps
Although some of the proposed requirements for all 
entities in scope will undoubtedly evolve as a result of 
the rule-making process, we expect the final rules to 
generally reflect the same key focus areas. 

Given the proposed rules under EFRAG’s ED ESRS 
E1 Climate change and those proposed by ED IFRS 
S2 Climate-related disclosures, FPIs may find 
themselves having to comply with more than one set 
of climate-change reporting requirements (see next 
article Climate-related disclosures: an example of the 
need for convergence). Even companies not directly 
captured by these new rules may see additional 
requests for information from their association with 
those that are required to comply. Now is the time to 
strategise, assess and plan for the additional 
disclosures that may be needed. 

Regulation S-X financial statement footnote disclosure

• Financial impact metrics
o Quantitative disclosure of the impacts of severe weather events and other natural conditions as well as 

transition activities on individual financial statement line items, if the impact is greater than a bright-line 1% 
threshold (determined as the sum of the absolute value of positive and negative impacts)

• Expenditure metrics
o Quantitative disclosure of amounts capitalised and expensed related to severe weather events and other 

natural conditions as well as transition activities, following the same 1% threshold as the financial impact 
metrics

o Expenditures and costs related to meeting any disclosed GHG emissions reduction targets or other climate-
related commitments

• Impact of identified climate-related risks on estimates and assumptions in the financial statements
• Contextual information about how each specific metric was derived, including a description of significant inputs and 

assumptions
• Impact of the climate-related risks identified under Regulation S-K on the metrics

Find out more
• PwC’s In the loop, The SEC wants 

me to disclose what?

• IFRS Talks podcast, SEC Proposal: Climate-
related disclosures

• PwC Podcast: SEC climate disclosure proposal: 
A closer look at governance
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Climate Standards
An example of the need for convergence

The fight against climate change is a priority at global 
level. Climate reporting plays an important role in 
achieving global climate related objectives, notably 
keeping the temperature rise below 2°C and pursuing 
efforts to limit it to 1,5°C above pre-industrial levels. In 
that respect, the ISSB, the SEC and EFRAG have 
issued their own versions of climate-related 
disclosures requirements, raising significant attention 
from companies especially those listed in multiple 
jurisdictions.

For these companies, understanding the potential 
impact of ED IFRS S2 Climate-related disclosures is 
quite a task already. But having also to understand: 
• The implications of the SEC’s climate-related 

disclosures proposal (hereafter SEC proposal) and 
EFRAG’s ED ESRS E1 Climate change; 

• That each of the three standards seemingly is a 
derivative of TCFD but each has different twists;  
and 

• What their combined impact means, 
is indeed mind-boggling.

All standard setters recognised that without a 
harmonisation of jurisdictional sustainability reporting 
standards, climate objectives will be hard to achieve. 
Companies that operate globally and investors who 
need comparable sustainability information will benefit 
from such convergence and harmonisation.

Nevertheless, the three climate proposals have their 
own specificities in requirements, which will create 
differences in reporting practices. Below are a few 
examples of where the proposed climate-related 
disclosure standards differ from each other. It is worth 
mentioning that in addition to these proposed 

standards, local regulators may also have additional 
requirements or reliefs. How those interact with the 
below will complicate matters even further.

Examples of general differences
Below are some examples of differences relating to 
general issues: 
• Where to report: in the European framework, the 

CSRD proposal would  make the sustainability 
statement a mandatory component of the 
(consolidated) management report, while the SEC 
sustainability statements should be a part of 
registration statements and periodic reports, such 
as Form 10-K and Form 20-F; the ISSB does not 
specify the location of information: it can be 
included in an entity’s management commentary, 
or can be presented elsewhere, only if it is 
released as part of the general purpose financial 
report.

• Assurance: in the EU, the CSRD proposal would 
require the entire reporting to be assured, while the 
SEC covers auditability only with regards to Scope 
1 and 2 GHG emissions; all other sustainability 
information is excluded from auditability scope. The 
ISSB is not prescriptive on this issue.

Find out more
In depth INT2022-07 - Why non-EU 
companies should not ignore Europe's ESG 
proposals
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• Timeline: the first EU sustainability reporting 
should be prepared in 2025 for the publication of 
FY 2024 reporting, while under the SEC large 
accelerated filers should start one year earlier in 
2024 for the publication of FY 2023 reporting. The 
application of the ISSB provisions will depend on 
their adoption by the different jurisdictions. 

Examples of Scope 3 GHG emissions 
disclosures
At a glance, each of the proposed standards has 
certain requirements on specific aspects. However, 
when considered together, the result is that the ‘most 
stringent requirement’ would have to be applied. 

Using the example of Scope 3 GHG emissions 
disclosure , under ED IFRS S2, companies reporting 
under the ISSB framework are required to disclose 
such information , without being provided any 
guidelines such as the use of thresholds or materiality 
assessment. On the other hand, under the SEC 
Climate rule, Scope 3 GHG emissions must be 
disclosed if material for investors or if a company has 
set a target as regards Scope 3 GHG emissions. 
EFRAG’s ED ESRS E1 is more prescriptive and 
provides guidelines on how frequently Scope 3 
inventory should be performed (every three years) 
and how it should be disclosed (only material 
categories of Scope 3 GHG emissions based on GHG 
Protocol). 
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If a company is concurrently listed in a territory that 
adopts ISSB’s proposed standard word by word, then 
it would be bound to disclose Scope 3 GHG emissions 
information even though that disclosure is not required 
by the SEC proposal or ED ESRS S1. And given most 
jurisdictions' listing rules would require companies 
with multiple listings to provide the same information 
across different filings, this means that Scope 3 GHG 
emissions disclosures would need to be included in 
the SEC filings and the EU sustainability reporting. A 
similar situation applies to the use of scenario-
analysis.

Example of scenario analysis
There are also situations where EFRAG’s ED ESRS 
E1 provides prescriptive guidance where ED IFRS S2 
leaves it to the company to define for itself. This 
includes the use of specific climate scenarios, 
definition of target years as well as short-, mid- and 
long-term information. If companies consider other 
climate scenarios, target years and/or duration to be 
more appropriate, they would have to prepare these 
other computations in addition to those required under 
EFRAG’s ED ESRS E1. The range of financial 
information provided would cover a vast array of 
scenarios and assumptions and may not even be 
comprehensible or meaningful.

Solutions in the hands of the 
standards setters
To overcome these complications, there are only two 
possibilities: 
• The first is for different jurisdictions to accept 

recognition of sustainability disclosures prepared 
under other standards. This is similar to the SEC 
and the EU accepting the filing of financial 
statements prepared under IFRS for selected 

companies. 
• The other possibility is for them to come to 

agreements at the outset of standard-setting. That 
is, they come to an agreement to use the same 
term, same scenarios and same judgements. 

Each of these courses of action is no small decision 
and requires the ISSB, the SEC and EFRAG to come 
to a consensus. Aligning requirements and 
methodologies will be key to ensuring consistency and 
comparability.
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CSRD – Status Update

Political agreement on the CSRD: 
New sustainability reporting 
obligations in the EU start with the 
2024 financial year
In April 2021, the European Commission published its 
proposal for a Corporate Sustainability Reporting 
Directive (CSRD) for a comprehensive revision of 
sustainability reporting in the EU. The political 
negotiations with the Member States and the 
European Parliament (the so-called trilogue) on the 
CSRD, which have been ongoing for months, were 
concluded on 21 June 2022, so that the CSRD can be 
officially adopted by the European Parliament and the 
Council before the end of 2022. The key points of the 
agreement were announced in press releases of the 
Council of the European Union and the European 
Parliament.

More detailed and more standardised
reporting requirements
• With the CSRD, the existing sustainability matters 

of environmental, social and governance  reporting 
will be expanded and standardised. A major 
contributing factor is the clarification of the principle 
of double materiality. This principle requires that 
the reporting covers information necessary for an 
understanding of how  sustainability matters affect 
the undertaking’s development, performance and 
position, as well as information necessary for an 
understanding of the undertaking’s impacts on 
sustainability matters.

• There is also a standardisation of content which is 
to be achieved through mandatory reporting 
standards following technical advice from EFRAG. 
It is expected that this will eliminate the existing 
"patchwork" of different voluntarily applicable 
sustainability frameworks and standards. The first 
drafts of the  standards, the European 
Sustainability Reporting Standards (ESRS), were 
issued for public consultation by EFRAG at the end 
of April 2022 and show how challenging the new 
reporting requirements are in terms of depth and 
breadth. 

Extension of scope
• The CSRD will significantly expand the scope of 

sustainability reporting at both the individual entity 
and group level. On the one hand, all large 
undertakings, whether listed or not, as well as all 
parent undertakings of a large group will be subject 
to the new reporting requirements. The 
determination of the size criteria for large 
undertakings and large groups follows the EU 
Accounting Directive, ie. large undertakings are 
those which exceed two of the three criteria i) € 20 
million balance sheet total, ii) € 40 million net 
turnover, iii) average number of 250 employees 
during the financial year in two consecutive 
financial years. On the other hand, the scope of 
application also includes small and medium-sized 
entities (SMEs), provided they are listed on 
regulated markets, but with the possibility of 
postponing the first-time application by two years 
("opt-out") and on the basis of their own reporting 
standards (ie set of SMEs specific standards).
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• What is fundamentally new compared with the 
Commission proposal is that the scope of 
application also includes companies outside the EU 
if they generate a net turnover in the EU of more 
than € 150 million and have at least one subsidiary 
or branch in the EU. Details on the implementation 
of this aspect are not yet known because there are 
different scenarios envisaged. 

There is a possibility that there could be changes to 
the exemption options for subsidiaries by inclusion in 
the consolidated sustainability report of a parent 
undertaking. Listed subsidiaries may no longer benefit 
from this exemption option. In addition, certain 
disclosures and metrics have to be broken down at 
the subsidiary level in the parent undertaking’s report, 
possibly under the condition that the subsidiary has a 
different risk profile than the group as a whole. 

Timing: First-time application
The first-time application will be staggered as follows:

• For undertakings that are already subject to 
reporting under the Non-Financial Reporting 
Directive (NFRD): First-time application for financial 
years beginning on or after 1.1.2024;

• For large undertakings (as defined) or parent 
undertakings of a large group that are not yet 
covered by the NFRD: First-time application for 
financial years beginning on or after 1 January 

2025;

• For listed SMEs, certain small and non-complex 
credit institutions and so-called captive insurance 
undertakings: first-time application for financial 
years beginning on or after 1 January 2026. Listed 
SMEs have the possibility to opt-out of the 
application of the CSRD until the financial year 
2028.

Where to report and external 
assurance obligation
Unlike in the past, the only permissible reporting 
format will be the (group) management report. The 
sustainability report will form a separate section within 
the (group) management report.

Sustainability reporting will be subject to an external 
assurance obligation (initially with only limited 
assurance being required). The (statutory) auditor of 
the financial statements will be allowed to perform 
these assurance engagements. 

It may take several weeks for the final text of the 
Directive to be available and only then it will be 
possible for detailed questions to be answered. Both 
the Parliament and the Council still have to formally 
adopt the text. Therefore, until that happens, there 
could always be changes to the final text. 
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Assurance of sustainability reporting

Assurance on sustainability information is high on the
corporate reporting agenda. Assurance supports
relevant, consistent, comparable and reliable
sustainable information. Hence it is more and more
expected by investors, other stakeholders, as well as
ESG rating agencies. More importantly, the CSRD

proposal requires assurance. Limited assurance in the
first years of implementation and then reasonable
assurance. This article explains what limited
assurance is and how it differs from reasonable
assurance.

Background

Sustainability information should be 
as reliable as financial information
Sustainability reporting will only be truly credible if 
the data collected and analysed is as robust as that 
used in financial reporting. Misleading disclosures, or 
a material omission, could undermine the confidence 
in the sustainability information that companies 
prepare. Where robust processes, control procedures 
and external assurance are present for financial 
information, these are often not (yet) in place for 
sustainability information. We do see companies 
starting journeys to increase their capabilities in this 
area. Before starting external assurance, the 
company itself needs to be in control of systems and 
processes, ensuring that disclosures are based on 
accurate and complete information, which in turn 
supports sustainability information for board decision-
making. External assurance provides additional trust 
to external users.

Assurance is the part of an iterative 
process from strategy to 
transformation and reporting
So what is assurance? An assurance engagement 
involves asking an independent expert to give an 
opinion on a subject matter against defined criteria. 
So for sustainability, this for example relates to asking 
an independent auditor to give an independent 
opinion that the sustainability information is compliant 
with the applicable standard, such as the ESRS.

Such an engagement is only useful when the 
information presented is relevant to the intended 
users. A clear connection to the company's 
sustainability strategy and transformation ensures this 
relevance. In regard to strategy, important topics are:
• the stakeholder identification and materiality 

analysis; and
• further alignment of the strategy with the material 

topics. 
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To transform the strategy into 
reporting, companies need to 
set clearly-defined targets and 
their sustainability reporting 
roadmap together with 
embedding those target 
metrics within operations and 
reporting systems. With 
reporting and assurance 
enhancing its credibility, an 
iterative process of improvement 
of reporting, strategy and 
transformation can be reached.

In our previous edition ( here), 
we explained that there are three 
key considerations to obtain 
assurance on sustainability 
information:
• Relevant information supported 

by suitable criteria;
• Internal process and controls 

ensuring the reliability of information 
within the company; and 

• An assurance provider with expertise.

Levels of assurance
There are two levels of external assurance following 
the global audit standards such as ISAE 3000 
(revised), limited and reasonable assurance. 
Currently, most sustainability reports are subject to 
limited assurance. Audits of financial statements are 
performed with reasonable assurance. So what is the 
difference between the two?

In a limited assurance engagement, the practitioner 
gathers sufficient appropriate evidence to conclude 
that the subject matter is plausible in the 
engagement circumstances and gives a report in 
the form of a negative assurance, stating that 
nothing has been identified by the auditor to conclude 
that the subject matter is materially misstated.
In a reasonable assurance engagement, the 
practitioner gathers sufficient appropriate evidence to 
conclude that the subject matter conforms in all 
material respects with identified suitable criteria. 
When providing reasonable assurance, the 

practitioner gives a report in the form of a positive 
assurance, stating that the subject matter is in all 
material aspects presented reliably and adequately. 
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Note that the level of assurance only says 
something about the depth of the assurance 
procedures used by the external auditor. The way 
a company prepares the sustainability report and the 
quality of internal processes and controls remains the 
same for both levels of assurance.

The upcoming CSRD requires all companies within 
scope to seek limited assurance for reported 
sustainability information. Considering that the 
objective of the CSRD proposal is to have a similar 
level of assurance for financial and sustainability 
reporting, a progressive approach to enhancing the 
level of assurance required is considered. This is why 
the EC included an option to move towards a 
reasonable assurance requirement at a later stage. 
The approach is similar to the one proposed by the 
SEC in its recent Climate proposal, where limited 

assurance is requested first, and reasonable 
assurance two years later.

Work performed under limited versus 
reasonable assurance
We often are asked: ‘What the implication of limited 
or reasonable assurance is in our assurance 
procedures?’. In general, limited assurance uses 
different types of work, such as a review of analytical 
procedures and a narrower extent of procedures, e.g. 
smaller sample sizes. Although assurance procedures 
are determined in the context of the engagement 
circumstances, the below overview summarises the 
general differences between the work performed in 
the two levels of assurance:
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The overview shows that limited assurance focuses 
on inquiry and review analytical procedures, 
whereas reasonable assurance includes 
understanding, and testing when relevant, internal 
controls and performing more substantive 
procedures. This does not mean that findings are 
treated differently. In limited assurance, findings need 
to be followed up and might lead to more assurance 
procedures that are more like reasonable assurance.

The common pros and cons between 
the levels of assurance
The common pros leading to use limited assurance 
relate to the least costly option compared to 
reasonable assurance; and also fewer resources 
involvement from the companies’ perspective. On the 
cons side, one should consider that the audit 
procedures differ in their nature and are in their scope 
and extent lesser than in a reasonable assurance 
engagement and therefore not as robust as when 
providing reasonable assurance. This is also 
perceived as such by investors and other 
stakeholders as well as ESG rating agencies.

Hence, for reasonable assurance the pros would be 
the robust procedures performed and therefore more 
reliability of the information presented; however the 
cons are related to costs and time needed. 
Reasonable assurance is also used by front runners 
to show how serious they take sustainability 
information.

Conclusion
Assurance is key to demonstrating that the reported 
sustainability information is reliable and trustworthy. 
Assurance supports increasing the quality of 
information, improves decision-making, and helps to 
prevent greenwashing and cherry-picking. It also 
helps organisations in an iterative process to improve 
sustainability strategy and transformation.

The EC proposes in the CSRD proposal that the 
sustainability information should receive limited 
assurance from the external auditor. Limited 
assurance is a lower level of assurance than 
reasonable assurance which is currently provided for
financial information. At PwC we believe that, in the 
future, both sustainability and financial information 
need the same level of assurance.
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Abbreviations

CDP Carbon Disclosure Project
CDSB Climate Disclosure Standards Board
CSRD Corporate Sustainability Reporting Directive

DA Delegated Act
DNSH Do no significant harm

DR Disclosure Requirements
ED Exposure Draft

EFRAG The European Financial Reporting Advisory Group
ESG Environmental, social and corporate governance

ESMA European Securities and Markets Authority
ESRS European sustainability reporting standards

GRI Global Reporting Initiative
IOSCO International Organization of Securities Commissions
ISSB International Sustainability Standards Board - IFRS Foundation
IFAC International Federation of Accountants
KPI Key Performance Indicator

NFRD The Non-Financial Reporting Directive
PAI Principal Adverse Impact

PTF-ESRS Project Task Force on European Sustainability Reporting 
Standards

RTS Regulatory Technical Standards
SASB Sustainability Accounting Standards Board
SEC Securities and Exchange Commission

SFDR Sustainable Finance Disclosure Regulation
SMEs Small and medium-sized enterprises
TCFD Task Force on Climate-Related Financial Disclosures
TRWG Technical Readiness Working Group - IFRS Foundation
VRF Value Reporting Foundation
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