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ESG Metrics: The Complete Professional Guide (2026)
Source: https://bcesg.org/esg-metrics-complete-professional-guide/ Published: March 18, 2026

ESG metrics are the quantified backbone of every sustainability claim a company makes — the emissions

figures, workforce data, and governance indicators that turn ESG narratives into auditable numbers. In 2026,

they are no longer voluntary storytelling: ISSB, CSRD, and California’s climate laws all demand specific,

assured metrics.

This guide covers what ESG metrics are, which ones matter, how the major frameworks define them, and how

to build a metric set that survives assurance.

What ESG metrics are
ESG metrics are standardized quantitative indicators that measure a company’s performance across

environmental, social, and governance dimensions. They translate sustainability strategy into numbers that

investors, regulators, raters, and customers can compare: tonnes of CO2e, percentage of women in leadership,

number of data breaches, board independence ratios.

What separates a real ESG metric from a vanity stat is methodology — a defined boundary, a consistent

calculation method, and a trail an auditor can follow. “We reduced emissions” is a claim. “Scope 1+2

market-based emissions fell 18% against a 2021 baseline, verified to limited assurance” is a metric.

Why ESG metrics matter more in 2026
Three regulatory shifts made metrics mandatory rather than optional:

•  ISSB IFRS S1 and S2 — the global baseline for sustainability disclosure, now being adopted across

jurisdictions. S2 requires specific climate metrics including absolute gross Scope 1, 2, and 3 emissions.

•  EU CSRD and ESRS — double materiality assessments determine which of hundreds of datapoints a

company must report, with mandatory third-party assurance phasing in.

•  California SB-253 and SB-261 — the first US state-level climate disclosure mandates, pulling Scope 3

and climate-risk reporting into scope for large companies doing business in California.

Voluntary frameworks (GRI, CDP, TCFD-aligned reporting) still matter for stakeholder communication, but

the center of gravity has moved to assured, regulation-grade numbers.

The E: environmental metrics
Environmental metrics are the most mature and most scrutinized:

•  GHG emissions — Scope 1 (direct), Scope 2 (energy indirect, location- and market-based), Scope 3

(value chain, all 15 categories). Reported in tonnes CO2e, usually against a base year.

•  Energy — total consumption (MWh), renewable share, energy intensity per revenue or per unit of

production.
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•  Water — withdrawal and consumption, especially in water-stressed regions; increasingly expected with

location granularity.

•  Waste and circularity — waste generated by stream, diversion/recycling rates, hazardous waste.

•  Biodiversity — still emerging; TNFD-aligned location-based assessments are the direction of travel.

The S: social metrics
Social metrics lag environmental ones in standardization, but regulation is catching up:

•  Workforce — headcount by contract type and region, turnover rates, collective bargaining coverage.

•  Diversity and inclusion — representation by gender and other dimensions across workforce,

management, and board; pay equity ratios (unadjusted and adjusted gender pay gaps).

•  Health and safety — recordable incident rates, lost-time injuries, fatalities (including contractors).

•  Human rights and labor — due diligence coverage across the supply chain, grievance mechanism

availability, forced-labor screening (increasingly mandated, e.g., EU CSDDD).

•  Community — community investment, impact assessment coverage for major projects.

The G: governance metrics
•  Board composition — independence ratio, diversity, tenure, relevant expertise (including climate/ESG

competence).

•  Ethics and compliance — anti-corruption training coverage, whistleblower report volumes and

resolution, confirmed incidents of corruption.

•  Executive accountability — whether ESG targets are linked to executive compensation, and which

targets.

•  Shareholder rights — voting structures, shareholder proposal responsiveness, proxy voting records.

Leading vs. lagging indicators
Most ESG reports are heavy on lagging indicators — what already happened (emissions last year, incidents

last quarter). Mature programs add leading indicators that predict future performance: percentage of suppliers

screened, training completion rates, near-miss reporting volumes, capital expenditure aligned to transition

plans.

Raters and assurers increasingly look for the pair: lagging numbers prove what happened, leading indicators

show the system that will produce next year’s numbers.

Target-setting that holds up
A metric without a target is trivia. Credible ESG targets share four traits:

•  Baseline and base year stated explicitly, with a recalculation policy for acquisitions and divestitures.

•  Interim milestones — a 2040 net-zero pledge with no 2030 checkpoint is not a plan.

•  Coverage clarity — which scopes, which geographies, which business units are in and out.
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•  Science alignment where applicable — SBTi validation for emissions targets remains the market

standard.

Data quality and assurance readiness
Assurance is where metric programs live or die. Build for it from the start:

•  Document the methodology per metric — boundary, source systems, calculation steps, estimation

methods.

•  Keep an audit trail — who entered the data, when, what changed.

•  Run internal controls — the same discipline as financial reporting: sign-offs, variance analysis,

segregation of duties.

•  Close the estimation gaps early — Scope 3 and social metrics usually start estimated; assurers want to see

the path to measured data.

Common failure modes
•  Metric sprawl — tracking 200 indicators nobody decides on. Materiality should narrow the set, not

expand it.

•  Boundary drift — changing what’s included year to year without disclosure, making trends meaningless.

•  Intensity-only reporting — emissions per revenue can fall while absolute emissions rise. Report both.

•  Assurance theater — getting limited assurance on cherry-picked metrics while the material ones stay

unaudited.

Sustainability Reporting: The Complete Professional Guide (2026)
Source: https://bcesg.org/sustainability-reporting-complete-professional-guide/ Published: March 18, 2026

Updated October 6, 2026. Child desks: ISSB S1/S2 · CSRD / ESRS · GRI · double materiality · ratings

comparison.

Direct Answer (October 6, 2026): Sustainability reporting, ESG reporting, and a corporate sustainability
report are the same public file — environmental, social, and governance performance. The 2026 investor

baseline is IFRS S1 and S2 (ISSB). If you are in EU scope, add CSRD / ESRS on double materiality. GRI is

the multi-stakeholder impact set. An MSCI or Sustainalytics rating is not the report; that comparison lives on

the ratings desk.

Framework Audience Materiality When it binds

ISSB S1 / S2 Investors and lenders Financial Where a jurisdiction has
adopted or aligned

CSRD / ESRS EU regulators and
stakeholders

Double If the entity is in the current
EU scope

GRI Employees, communities,
customers

Impact / stakeholder Voluntary unless a buyer or
lender requires it

TCFD pillars Same as S2 Climate financial Embedded in IFRS S2; do not
run a second climate board
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Official pages: IFRS Sustainability, European Commission CSRD, GRI.

What to put in the 2026 file
•  Who owns the topic at the board.

•  What is material, and the method — double materiality if CSRD applies.

•  Climate: physical vs transition, numbers that match the climate-risk hub.

•  Scope 1 and 2 measured; Scope 3 named even if estimated. Restoration contractors mapping Scope 3 use

the RCP spec.

•  Targets, capital, and what you will not claim.

CRE operators: map this pack to GRESB and LL97 on the CRE ESG hub.

FAQ

What is sustainability reporting?

The public account of material environmental, social, and governance topics. ESG reporting is the same job

under a market label.

Is ESG reporting different from a sustainability report?

No. Same file. Different search string.

Is ISSB the same as CSRD?

No. ISSB is investor / financial materiality. CSRD/ESRS is double materiality and only binds entities in current

EU scope.

Where do MSCI and Sustainalytics fit?

They score you. They are not the disclosure framework. Use the ratings comparison.

Do I still file TCFD?

Use the TCFD headings inside IFRS S2. Do not maintain a second climate report unless a lender still asks for

the old cover sheet.

Pozzotive Is Selling the Attribute, Not the Material
Source: https://bcesg.org/pozzotive-is-selling-the-attribute-not-the-material/ Published: October 18, 2026

On October 14, Urban Mining Industries and S3 Markets announced the issuance of Environmental Attribute

Certificates for Pozzotive, the ground-glass pozzolan Urban Mining produces in Beacon Falls, Connecticut —

described in the release as the world’s first EACs issued for a supplementary cementitious material. The

mechanism is book-and-claim: the environmental attribute of the material is separated from the material itself,

so a buyer whose projects sit far outside Pozzotive’s shipping range can acquire its emissions-reduction

attributes without a single tonne changing hands.

Book-and-claim is not a gimmick. It is how renewable electricity attributes have traded for two decades, and it

is how sustainable aviation fuel certificates work today. But in every market where it has become credible, the
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certificate rests on published paperwork: a defined unit, a methodology anyone can read, a named verifier, and a

retirement record a stranger can inspect. The Pozzotive launch, on its public materials, currently offers none of

those four. That does not make the claim false. It makes it unsubstantiated — and for a compliance reader

deciding whether the claim can enter a Scope 3 inventory, a bid, or a marketing line, the difference is the whole

job.

The material underneath is real. Its paperwork is from 2020.
Pozzotive itself is not vaporware. It is post-consumer glass milled to a fine powder, used to replace a portion of

portland cement in concrete. Sales in 2025 were reported at more than 20,000 tons; its largest application to

date is the JPMorgan Chase headquarters tower in Manhattan, built with roughly 52,000 cubic yards of

Pozzotive concrete. The product has a genuine track record as a material.

The documented basis for its carbon claim is thinner and older. The quantitative evidence in public is a

pre-production screening LCA from around 2020, which puts Pozzotive’s footprint at 56 kg CO2e per tonne

against a U.S. industry-average portland cement figure of 1,040 kg CO2e per tonne. That study was written

before the plant was in production, from engineering estimates — and it says so, describing a three-phase plan

that was supposed to end in a product-specific, third-party-verified Type III EPD built on twelve months of

actual production data. As of this month, no such product EPD for Pozzotive can be found in the public EPD

sources. What exists are EPDs for concrete mixes that contain Pozzotive, which is a different document about a

different product.

Readers will meet the headline figure in three versions: 93% lower (the October release), 95% less (the

screening LCA, per tonne against industry-average cement), and 94% less (a project case study, against a

different cement average of 922). The spread is not necessarily dishonest — the percentages move because the

denominator moves. But a certificate programme has to fix one denominator, one functional unit, in writing. So

far, none is fixed.

One tonne of Pozzotive is not one tonne of avoided cement emissions
The certificate’s value is determined by displacement, and displacement is arithmetic with two inputs a buyer

should be able to reproduce. A tonne of Pozzotive avoids emissions only to the extent that, in an actual mix, it

replaces clinker-bearing cement at an achieved replacement rate without the total binder content rising to

compensate. At a 1:1 replacement against the industry-average factor, the screening numbers imply roughly 984

kg of avoided CO2e per tonne. Use a manufacturer-specific cement factor — the screening LCA itself notes

real cements run closer to 800 kg — and a realized replacement rate below 1:1, and the figure falls materially.

Two details in the launch language deserve a careful read. The release says issuance accounts for “the potential

SCM replacement rates.” Certificates issued against potential displacement are a different instrument from

certificates issued against realized displacement. And Pozzotive is also marketed as a functional filler for

paints, coatings, adhesives, and polymers — end uses that displace no cement at all. If certificates are issued on

production tonnes rather than on tonnes verified in cementitious use, the counterfactual under part of the issued

volume can fail entirely. The issuers say an adjustment methodology exists. It is not published.

What credible book-and-claim looks like
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The precedent ledger is instructive because the credible systems all converged on the same five elements: a

fixed physical unit tied to a verified production event; serialization in a registry the seller does not unilaterally

control; retirement as the exclusive, third-party-visible claim event; an independent verifier working to a named

standard; and written rules for what the physical buyer of the underlying product may claim.

Renewable Energy Certificates have the full stack — metered generation, regional registries, retirement,

Green-e oversight, and GHG Protocol quality criteria. SAF certificates have it: the fuel is certified first under

ISCC or RSB, and a not-for-profit registry run by RMI, EDF, and partners handles issuance and retirement. The

RIN market under the Renewable Fuel Standard shows the cost of building the stack late — fraudulent credits

for fuel never produced cost obligated parties more than $200 million before the EPA imposed third-party

quality assurance, with buyers bearing the loss on invalid credits even when they bought in good faith. And the

closest cement precedent, Microsoft’s 2025 agreement to buy Sublime Systems’ cement with its EACs

separable by book-and-claim, specified independent third-party verification as a headline term — while still

describing the registry infrastructure as a future system being built.

Against that template: the Pozzotive certificates are issued on S3 Markets’ own platform, held in S3’s custodial

accounts, and retired on S3’s ledger. S3 describes its infrastructure as “aligned with” the ISO 22095

book-and-claim model and as “mapping to” the AIM Platform’s v1.0 standard — its own verbs, self-declared,

with no conformance assessment by either body referenced. The release does not state what one certificate

represents. It names no verifier and no assurance standard. It publishes no registry a third party can search.

None of this proves the underlying tonnes are wrong. All of it means an outside reader currently has to take the

seller’s word for the seller’s product.

The fault line specific to this launch: the physical product already carries the
claim
Generic double counting is not the sharpest risk here. The specific one is double claiming between the

certificate and the concrete. Pozzotive’s low footprint already flows, today, into the environmental product

declarations of the concrete mixes that physically contain it — claimed, properly, by the producers and project

teams who bought the material. If the same tonne’s attribute is also sold as a certificate to a distant buyer, the

benefit exists in two ledgers at once: once in a project-level mix EPD, once in a certificate retirement.

Every mature book-and-claim system answers this with a written allocation rule: when the attribute is sold

separately, the physical product is de-characterized — its buyers must report it at a default factor, because the

low-carbon attribute now belongs to someone else. The Pozzotive launch materials state no such rule. Until

they do, a certificate buyer cannot know whether the attribute they retired is exclusively theirs, and a physical

buyer cannot know whether the EPD benefit they are reporting has also been sold. This single document — the

attribute-allocation policy — is the fastest credibility win available to the issuers, and the first thing a

competitor, an auditor, or a journalist will ask for.

The accounting rules have not caught up — and the pitch has
Whatever the paperwork eventually shows, a buyer today should be clear about what the certificate can legally

do inside an inventory. Under the GHG Protocol’s current Scope 3 standard, the answer is: nothing. That

standard is an attributional, physical-flow inventory; market-based instruments exist only for Scope 2, under

quality criteria. There is no current mechanism by which a book-and-claim certificate for a material you did not
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physically buy reduces your reported Scope 3 Category 1 footprint. Netting one in today is ahead of the

standard, not compliant with it.

The rules are moving — which is precisely why claim language matters now. The GHG Protocol’s Actions and

Market Instruments workstream has proposed multi-statement reporting: the physical inventory stays

foundational, a market-based statement would extend contractual instruments to Scopes 1 and 3 (its materials

expressly name commodity certificates for cement), and in the interim companies are instructed to report the

figures separately, without netting. A consultation on the draft standard is scheduled for Q2 2027. SBTi’s

revised standard moves the same direction: EACs for commodities usable at activity-pool or sector level,

reported separately from the inventory, as an interim progress instrument. As this desk noted when California’s

climate deadline held while the federal one slid, reporting regimes right now are a set of clocks running at

different speeds — and a certificate bought against tomorrow’s rules carries restatement risk under today’s.

Set against that, S3’s buyer-facing language promises “valid, defensible Scope 3 reduction claims.” Those

words are doing more work than the current rulebooks allow. The AIM Platform’s v1.0 framework — the

market-built quality bar — caps any intervention claim at the quantity of the component actually in the

reporter’s own inventory and requires the intervention to be associated with the reporter’s value chain; S3 says

its infrastructure “maps to” AIM, which is a self-assessment, not an evaluation against those tests.

What to demand before the claim holds
For a compliance reader meeting this certificate in an inventory, a supplier file, or a bid, the substantiation

requests are concrete. Each one is answered by a document, not a conversation:

•  The certificate definition sheet — what one EAC represents, in what unit, against what functional basis.

•  The issuance methodology — the cement baseline factor, the replacement-rate rule (realized, not

“potential”), and whether issuance requires verified cementitious end use.

•  Serialization with a public retirement record — a lookup a third party can run, naming the beneficiary

and date of retirement.

•  The attribute-allocation policy — the written rule for what physical buyers of uncertificated Pozzotive

may claim in their EPDs.

•  The product-specific Type III EPD — third-party verified, built on production data, under the new

consolidated cementitious PCR; or an explicit acknowledgment that the factor still rests on the 2020

screening study.

•  The verifier’s name and standard — an ISO 14065-accredited body with a published verification

statement, or clarity that verification is the platform’s own process.

•  The invalid-certificate clause — who makes the buyer whole if a batch is later found over-issued; the

RIN market’s default answer was “nobody,” until the rules changed.

•  The accounting treatment, in advance — your assurance provider’s concurrence that the certificates

will be reported separately from the physical inventory, before the purchase, not at audit. If the claim will be

marketed in California, an AB 1305 applicability review belongs in the same file; in the EU, note that

certificates cannot support a consumer-facing climate-neutral product claim at all under the Empowering

Consumers Directive, whatever their quality.
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The fork
None of this argues against the instrument. Cement is a spot market with thin margins, novel SCMs struggle to

finance capacity, and a long-term attribute revenue stream is a rational answer — it is the additionality story

that makes the financing narrative credible, especially for forward purchases funding new capacity. The GHG

Protocol is building a home for exactly this instrument class. The direction of travel is not in doubt.

What is in doubt is only whether this launch does the paperwork. It becomes credible if a product EPD

publishes, the methodology is public, a named accredited verifier attests issuance, and retirements become

inspectable by strangers. It fails if certificates turn out to be issued on production tonnes regardless of end use,

if the physical product keeps its EPD benefit in parallel with the certificate, or if “Scope 3 reduction” marketing

keeps outrunning the separate-statement treatment every relevant rulebook currently requires. Both paths are

still open. Which one the issuers choose over the next two quarters is the story — and it will be decided by

documents, so ask for the documents.

California’s Climate Deadline Is Firm. The Federal One Just Slid to 2027.
Source: https://bcesg.org/california-climate-deadline-firm-federal-slides-2027/ Published: October 18, 2026

California’s first corporate emissions reports are due on November 10, 2026, and that date is now final. On

October 12, the state’s Office of Administrative Law approved the Air Resources Board’s regulation

implementing SB 253, closing the last procedural step between the law and the companies it covers. Four days

earlier and three time zones away, the U.S. EPA published a rule moving the federal greenhouse gas reporting

deadline for the same emissions era out of 2026 entirely, to March 10, 2027. A company with obligations in

both systems now plans to two calendars moving in opposite directions.

What California just locked in
SB 253, the Climate Corporate Data Accountability Act, requires U.S. companies doing business in California

with more than $1 billion in annual revenue to disclose their greenhouse gas emissions to the California Air

Resources Board (CARB). The first reports cover Scope 1 and Scope 2 emissions — direct emissions and

purchased energy — and they are due November 10, 2026. CARB’s preliminary list identified more than 4,000

U.S. companies likely in scope, and the regulator has sent reminder letters to companies it believes are covered.

The November date is itself a moved deadline, which is worth understanding before treating it as permanent.

Initial reporting was first set for August 10, 2026. CARB withdrew its regulation from review in June to make

limited changes and resubmitted it, pushing the first deadline to November. The difference this time is

procedural posture: the regulation has now been approved and is in effect, the reporting guidance and intake

platform are published, and the fee schedule starts December 10, when CARB begins issuing annual fee

determination notices, payable within 60 days. A deadline with a fee notice attached behaves differently from a

deadline in a draft rule.

A firm date with a soft first-year bar
The deadline is hard. The data standard for the first cycle is deliberately forgiving, and the regulation says so in

three distinct ways. A reporting company can satisfy November 10 with a Scope 1 and 2 report for its

applicable preceding fiscal year. It can instead submit emissions data drawn from information it already had, or

was collecting, on or before December 5, 2024 — CARB’s enforcement-notice baseline. Or, if it held no such
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data and was not collecting it by that date, it can file a statement on company letterhead saying exactly that.

First-cycle reports are accepted without limited assurance, and CARB has said it will exercise enforcement

discretion for this inaugural cycle.

That structure is a design choice, not a loophole. California is buying a complete census of who reports before it

buys precision in what they report. Assurance tightens on a published schedule: limited assurance over Scope 1

and 2 begins with the 2027 cycle, Scope 3 value-chain reporting also begins in 2027, and reasonable assurance

arrives in 2030. A company that treats the soft first year as a reason to wait is misreading the sequence — the

2026 filing is the baseline the assured filings will be compared against.

One sibling law needs separating from this deadline. SB 261, which requires companies over $500 million in

revenue to publish climate-related financial risk reports, is under a Ninth Circuit injunction pausing its

implementation while an appeal runs. The same court declined to halt SB 253. The November 10 emissions

deadline is not paused, and a risk-report delay is not an emissions-report delay.

The federal side: one reporting year, three dates
The federal Greenhouse Gas Reporting Program collects emissions data from roughly 8,200 facilities, fuel and

industrial-gas suppliers, and carbon dioxide injection sites under 40 CFR Part 98. Its reporting-year 2025

reports were originally due March 31, 2026. A February 2026 rule moved that to October 30, 2026. On October

14, 2026, EPA published an interim final rule, effective immediately, moving it again — to March 10, 2027.

One reporting year has now carried three deadlines, each announced as the program’s future was being

reconsidered. We covered the federal move and what to do with the extra time in full: EPA Moved the 2025

GHG Reporting Deadline to March 10, 2027.

The reason for the slide is stated in the rule itself. EPA is deciding what to do with its September 2025

reconsideration proposal, which would rework reporting requirements for nearly every source category in the

program and suspend the remaining natural-gas-segment obligations until 2034. The agency says it needs the

time, and that its reporting system would not have been ready for the October date. The extension changes only

the deadline: reporting-year 2025 reports remain owed, and comments on the interim rule are open until

November 30, 2026.

Two systems, two populations, one planning problem
These two deadlines are often described as substitutes. They are not. The federal program is facility-level: a

plant reports its own emissions because it crosses a source threshold. California’s SB 253 is company-level: an

enterprise reports its Scope 1 and 2 footprint because its revenue and its California business cross a statutory

line. A manufacturer can owe EPA a facility report in March 2027, owe CARB a corporate report this

November, both, or neither — and the data systems behind the two filings overlap without being identical.

The practical reading for compliance teams is sequencing. California’s calendar is the one now in force, with a

named date, an open intake platform, and fees that start in December; it sets the working timeline for corporate

disclosure regardless of what Washington decides. The federal timeline is genuinely uncertain, but uncertain is

not cancelled — records that support a reporting-year 2025 facility filing still need to exist in March 2027

unless the reconsideration removes the obligation outright. And the assurance runway California published —

limited assurance in 2027, reasonable assurance in 2030 — means the emissions inventory a company files this

November, under good-faith flexibility, becomes the foundation its auditors test later. The state held its date and
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eased its standard. The federal government eased its date and left its question open. Companies reporting into

both should build to the calendar that is actually running.

EPA Moved the 2025 GHG Reporting Deadline to March 10, 2027 — What
Building Owners Should Do With the Extra Time
Source: https://bcesg.org/epa-ghg-reporting-deadline-2025-march-2027/ Published: October 17, 2026

The short answer: if your facility reports under the EPA’s Greenhouse Gas Reporting Program, your 2025

report is now due March 10, 2027 — not October 30, 2026. The EPA moved the deadline for the second time in

a year, in an interim final rule effective October 14, 2026, and it changed nothing else. The reason for the move

is the story: the agency is still deciding whether the 2025 report should exist at all.

What exactly changed
One date. The interim final rule (Federal Register, October 14, 2026, document 2026-20982) extends the

reporting deadline for reporting year 2025 under the Greenhouse Gas Reporting Rule (40 CFR Part 98) from

October 30, 2026 to March 10, 2027. In the EPA’s own words, the action “only changes the reporting deadline

for annual greenhouse gas reports for reporting year 2025 and makes no other changes to the rule.”

The rule took effect the day it published. The EPA is accepting comments on it until November 30, 2026
(Docket ID EPA-HQ-OAR-2025-0186, via regulations.gov).

How the deadline got here: three moves in thirteen months
Date What happened RY2025 deadline after the move

Standing rule GHGRP annual reports are due March
31 each year, filed through the e-GGRT
system

March 31, 2026

September 16, 2025 EPA proposes reconsidering the whole
program (90 FR 44591) — including a
proposal that no industries would need to
submit reports for calendar year 2025 at
all. The proposal draws over 50,000
comments

June 10, 2026 (proposed)

February 27, 2026 EPA final rule (91 FR 9712) extends the
deadline to buy time on the
reconsideration

October 30, 2026

October 14, 2026 Interim final rule extends it again,
expressly so EPA can finish weighing
those comments and take final action on
the reconsideration first

March 10, 2027

Read the sequence for what it is: the agency has now twice declined to collect a report it is actively considering

abolishing. The March 2027 date is real, and it is also a placeholder in a fight about whether the program

continues in anything like its current form.

Who this actually applies to
Not every building owner — and it matters to know which side of the line you are on. The Greenhouse Gas

Reporting Program covers owners and operators of facilities that report under 40 CFR Part 98: large direct
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emitters, fuel and industrial-gas suppliers, and carbon sequestration sites. Most commercial buildings never file.

The category that catches building owners is general stationary fuel combustion — facilities running large

boilers, process heaters, turbines, and engines. The EPA’s own list of affected entities for this rule includes

health services and educational services: a big hospital campus or university with a central plant can be a Part

98 reporter. If your organization has filed through e-GGRT before, this deadline is yours. If you have never

filed, a deadline extension for a program you are not in changes nothing for you directly — though the signals

below still apply.

The decision the delay actually creates
A moved deadline is not a cancelled one. Three things are true at once, and a sensible owner plans around all

three:

•  The obligation still stands. Until the EPA finalizes the reconsideration, reporting year 2025 remains a

required report with a due date of March 10, 2027. Treating the extension as a repeal is a bet, not a reading

of the rule.

•  The repeal is genuinely possible. The September 2025 proposal would have eliminated the 2025

reporting obligation entirely. If the final action lands anywhere near the proposal, the March 2027 deadline

may never be used. The EPA took this extension specifically to finish that decision before the deadline

arrives.

•  Your 2025 data has other masters. The fuel records, meter data, and calculations behind a federal report

are the same records that state programs, lenders, insurers, tenants, and corporate ESG disclosures ask for —

on their own schedules, none of which paused. The cheapest time to assemble 2025 data was while 2025 was

happening; the second-cheapest time is now, while the records are still warm.

The practical posture: stop the scramble, keep the file. You no longer need a finished report by the end of

October. You do need your 2025 fuel and emissions records gathered, consistent, and retrievable — because

every plausible ending (program retained, program narrowed, program ended but state and market demands

continuing) rewards the owner who kept the data and penalizes the one who used the delay as a reason to

discard it.

Frequently asked questions

What is the new deadline for 2025 greenhouse gas reports?

March 10, 2027. The EPA’s interim final rule of October 14, 2026 moved it from October 30, 2026. It is the

second extension for reporting year 2025; the original due date was March 31, 2026.

Did the EPA cancel 2025 GHG reporting?

No. The EPA has proposed eliminating the 2025 reporting obligation as part of its reconsideration of the

Greenhouse Gas Reporting Program, and it received over 50,000 comments on that proposal. Until a final

action is published, the report remains required — just due later.

Does this affect building owners?

Directly, only if your facility reports under 40 CFR Part 98 — most often large properties with substantial

on-site fuel combustion, such as hospital campuses, universities, and industrial sites. Most individual
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commercial buildings are not GHGRP reporters. Indirectly, the data discipline still matters: state programs and

private ESG requests use the same underlying records and have not paused.

Can I comment on the rule?

Yes. Comments on the interim final rule are due by November 30, 2026, under Docket ID

EPA-HQ-OAR-2025-0186, through regulations.gov. Most individual owners will feel the outcome more than

they shape it; industry associations are the realistic channel for owner input.

What should a reporting facility do now?

Re-calendar the deadline to March 10, 2027, keep the 2025 data collection intact, and watch for the final

reconsideration action — it, not this extension, decides whether the report is ever filed.

BC ESG tracks the filing duties and deadlines that land on building owners — federal, state, and market-driven

— and explains what each one actually requires. This summary is general information, not compliance advice

for a specific facility.

What Does ETS2 Mean for Building Owners?
Source: https://bcesg.org/what-does-ets2-mean-for-building-owners/ Published: October 16, 2026

On October 16, 2026, EU leaders closed a summit argument that building owners across Europe had been

watching for months. A group of member states — Italy, Poland, Hungary, Slovakia, and Czechia among them

— wanted the bloc’s new carbon market for buildings and road transport, known as ETS2, postponed again, this

time to 2030. Germany, France, Spain, and the Nordics held the line. The outcome: ETS2 stays, the 2028 start

stands, and the European Commission will produce an updated assessment of the system’s impacts, design, and

safeguards.

For building owners, the debate is now settled enough to plan against. Here is what ETS2 actually is, where its

cost lands, and what to do in the fourteen months before it prices your heating fuel.

What is ETS2, exactly?
ETS2 is a second, separate emissions trading system alongside the EU’s original ETS for power and heavy

industry. It covers fuel combustion in three places the first system never reached: buildings, road transport,
and small industry. Its cap is set to cut those sectors’ emissions 42% by 2030 against 2005 levels.

Two design choices define it. First, it is regulated upstream: the obligated parties are fuel suppliers, not

building owners or drivers. Suppliers monitor and report the emissions embedded in the fuels they sell — that

reporting has been running since 2025 — and from 2028 they must surrender one allowance for every tonne,

starting with surrenders due by May 31, 2028 for the first compliance year. Second, every allowance is

auctioned, and early auctions begin in January 2027, a full year before obligations bite, so a market price will

exist well before the first bill does.

Who actually pays?
Not the building owner — on paper. Owners file nothing and surrender nothing. But a fuel supplier’s allowance

cost is a cost of selling fuel, and it will be priced into gas and heating oil the way every upstream cost is. From

2028, fossil heating carries a visible carbon component, set by an auction market rather than by a tax schedule.
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That distinction matters commercially. A carbon tax arrives as a known number in a budget line. A carbon

market arrives as volatility: the same building’s heating cost will move with allowance prices, futures curves,

and weather-driven demand. Owners with gas or oil heat should expect energy procurement — not compliance

— to be where ETS2 shows up first: in supply contracts, in pass-through clauses, and in the lease negotiations

over who bears fuel costs that neither party fully controls.

How high can the price go?
ETS2 was designed with a softener its older sibling never had. If the allowance price exceeds €45 per tonne (in

2020 prices), the market stability reserve automatically releases additional allowances to pull it back — 40
million at a time under the strengthened deal the Council endorsed on October 9, 2026, double the original

design, available twice a year. The reserve’s full 600 million allowances now remain available beyond 2030

instead of being cancelled, and a further rapid-release trigger exists if allowances in circulation fall below 260

million.

Read that correctly: the €45 mechanism is a shock absorber, not a ceiling. It fires on spikes, in fixed quantities,

and the cap still shrinks every year toward the 42% reduction. Early ETS2 futures have traded firm. The prudent

planning assumption is a heating-fuel carbon cost that starts managed and trends upward — which is precisely

the investment signal the system’s defenders, including a 50-organization industry coalition that publicly urged

a no-delay 2028 start, say owners and suppliers need.

What cushions exist?
The political price of pricing household fuel is paid through the Social Climate Fund, which channels ETS2

revenues to vulnerable households, micro-enterprises, and transport users — insulation, clean heating systems,

cleaner mobility — under national Social Climate Plans each member state must adopt. Member states must

spend their auction revenues on climate and social measures and report on them, and an EIB frontloading

facility exists to pull investment forward before the first surrender deadline.

For owners, the practical translation: support for the transition is real but national. What a landlord in Lyon, a

housing association in Brno, and a small hotel group in Naples can each claim will differ, because each

government writes its own plan. The EU sets the price; the member state sets the cushion.

What should building owners do before 2028?
Inventory the exposure. Which buildings burn what, under which contracts, with boilers at what age? ETS2

risk concentrates exactly where fossil heating, long remaining equipment life, and leases that push fuel costs

onto the owner overlap.

Model the scenarios, not the forecast. Run the portfolio at €45, then at prices above the trigger where the

reserve releases no longer fully bite. The output isn’t a prediction — it’s the size of the electrification question,

per building, in euros per square metre.

Treat every boiler end-of-life as a decision point. Replacing a gas boiler in 2027 with another gas boiler is

now a fifteen-year bet against a shrinking cap. Heat pumps and district-heating connections should be priced

against the carbon-inclusive cost of gas, not today’s price — the same whole-life carbon accounting discipline

BC ESG applies to Scope 1, 2, and 3 measurement.
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Fix the lease language now. Green-lease clauses that allocate fuel-carbon costs, data sharing, and retrofit

cooperation are cheap to negotiate at renewal and expensive to argue about after the first carbon-inclusive

invoice.

Watch two documents. The Commission’s updated ETS2 impact assessment (the summit’s one concession to

the delay camp) and your member state’s Social Climate Plan together will tell you the real local shape of 2028

— with a scheduled ETS2 review in 2029 as the next decision point after that.

The summit’s message, stripped of diplomacy: the carbon price on buildings is no longer a proposal that might

slip. It is a market that starts pricing in January 2027 and starts billing in 2028. Owners who treat the next

fourteen months as a planning window will meet it as a line item. Owners who don’t will meet it as a surprise.

GRESB for Property Managers: Scoring Levers That Actually Move
Source: https://bcesg.org/gresb-scoring-levers-property-managers/ Published: August 27, 2026

Last verified: August 22, 2026. By Will Tygart. GRESB indicators evolve yearly. Re-check current GRESB

Guides before final scoring claims.

This is for mid-market owners and PM firms under investor pressure to “do GRESB” without a
20-person ESG department. GRESB is an investor-driven benchmark. It rewards structured data, coverage,

performance, and management practices — not slogans.

Levers that actually move

1. Data coverage and quality (usually the highest ROI)

•  Increase the share of the portfolio with actual energy / water / waste data

•  Fix ESPM / meter mapping before writing narrative

•  Document estimation methods when actuals are impossible

2. Performance trends (not one heroic year)

Show multi-year intensity direction. Tie CapEx to measurable outcomes. NYC assets should run 2030 LL97

scenarios so the story is not only last year’s file.

3. Tenant engagement

Data-sharing clauses and an outreach cadence. Green-lease elements that are enforceable, not decorative. See

the tenant communication playbook.

4. Management and governance evidence

Named accountability. Policies that match practice. Board packets using the mid-market disclosure templates.

5. Risk processes

Physical climate-risk screening documented at portfolio level — not a paragraph in the sustainability PDF.

What not to waste months on
•  Perfect website copy before data coverage
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•  Chasing every indicator equally

•  Outsourcing a score without internal data owners

90-day readiness sprint
Days Focus

1–30 Asset list, data gaps, ownership RACI

31–60 Close the top gap quartile; tenant outreach wave

61–90 Evidence binder + disclosure templates

Related on this site: ESG ratings compared · CRE ESG programs · vendor ESG checklist.

Related reading: mid-market ESG disclosure templates, vendor ESG checklist, and tenant communication

playbook. Sister hubs: Restoration Intel, Healthcare Facility Hub, Continuity Hub, Risk Coverage Hub, and

Tygart Media.

IFRS S1 and S2 Disclosure Checklist
Source: https://bcesg.org/issb-ifrs-s1-s2-disclosure-checklist/ Published: August 23, 2026

Last verified: August 22, 2026. By Will Tygart. Walk the board pack once. Answer Yes / Partial / No / N/A.

Attach evidence in the same folder as energy and LL97 files. This is a working questionnaire for

built-environment organizations, not the official ISSB text. Confirm numbering against IFRS Foundation

materials.

People are asking Copilot for a list they can fill in. The ISSB implementation guide is the parent. This page is

the child checklist.

S1 — General sustainability-related financial disclosures
# Question Y / P / N / NA Evidence pointer

S1-1 Has the board (or delegated
committee) stated how it
oversees
sustainability-related risks and
opportunities?

S1-2 Is management’s role in
assessing and managing
those risks documented,
including which roles and how
often they report?

S1-3 Have we described the
sustainability-related risks and
opportunities that could
reasonably affect cash flow,
access to finance, or cost of
capital over short, medium,
and long term?
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# Question Y / P / N / NA Evidence pointer

S1-4 Have we described the
current and anticipated effects
on business model and value
chain (including tenants,
vendors, and locations)?

S1-5 Have we described the effects
on strategy and
decision-making, including
transition plans if we have
one?

S1-6 Have we described the effects
on financial position,
performance, and cash flows
for the reporting period, and
the anticipated effects?

S1-7 Have we described the
resilience of our strategy to
those risks, including the
inputs used?

S1-8 Have we described the
processes to identify, assess,
prioritize, and monitor
sustainability-related risks and
how they integrate with overall
risk management?

S1-9 Have we disclosed the
metrics used, including those
required by an ISSB thematic
standard and any internally
defined metrics?

S1-10 Have we disclosed the
targets, the period, the base
period, milestones, and
performance against them?

S1-11 Have we applied the same
reporting entity as the
financial statements and
explained judgments,
uncertainties, and errors?

S2 — Climate-related disclosures (on top of S1)
# Question Y / P / N / NA Evidence pointer

S2-1 Governance of climate risks
and opportunities is explicit
(board + management), not
only “ESG” in general?

S2-2 Physical risks (acute and
chronic) are identified at asset
or portfolio level, not only as a
paragraph?
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# Question Y / P / N / NA Evidence pointer

S2-3 Transition risks (policy,
market, technology,
reputation) are identified,
including stranded-asset logic
for the building stock?

S2-4 Climate-related opportunities
(efficiency, tenant demand,
finance) are described with
time horizons?

S2-5 Effects on business model,
value chain, and financials are
described for climate
specifically?

S2-6 Climate resilience / scenario
analysis is described (which
scenarios, which portfolios,
which decisions it changed)?

S2-7 Risk-management process for
climate is described and
linked to enterprise risk
management?

S2-8 Scope 1, Scope 2, and (if
material) Scope 3 greenhouse
gas emissions are disclosed
with method, consolidation,
and period?

S2-9 The measurement approach,
inputs, and changes from last
period are disclosed?

S2-10 Climate-related targets
(including GHG) state the
metric, period, base year,
absolute vs intensity, and
planned use of carbon credits
if any?

S2-11 Industry-based metrics
relevant to real estate (energy
intensity, vacancy, certified
space, etc.) are considered?

CRE-specific evidence that usually fills the blanks
•  ENERGY STAR Portfolio Manager exports and LL84 filings

•  Physical-risk screens by ZIP / flood / heat / wind

•  CapEx plan that names efficiency vs resilience jobs

•  Board minutes that show climate or LL97 as an agenda item

•  Vendor / tenant requirements that affect Scope 3

•  Continuity test logs (so resilience is not only a narrative)
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What this is not: legal advice. Not a claim that S1 has a counted official list of “30+ core disclosures.” Before

you treat a row as gospel, walk the current IFRS Foundation HTML of S1 and S2.

Related: mid-market templates · ESG frameworks hub · climate-risk guide.

Related reading: mid-market disclosure templates, lender evidence pack, and SEC climate rescission vs LL97.

Sister hubs: Restoration Intel, Healthcare Facility Hub, Continuity Hub, Risk Coverage Hub, and Tygart Media.

Best ESG Practices for CRE Owners, REITs, and Developers (2026)
Source: https://bcesg.org/commercial-real-estate-esg-programs-leaders-benchmarks/ Published: June 21,

2026

Updated October 6, 2026. By Will Tygart.

How leading CRE owners, REITs, and developers structure ESG: net-zero targets, GRESB, LEED,

ISSB/CSRD reporting, and what a mid-market portfolio can copy this year. Advisory firms are vendors. This

page is the program design – not a directory.

What a GRESB-ready program can name
•  Coverage of standing assets vs development

•  Data quality / estimation vs meters

•  Targets that match intensity and cap

•  Tenant engagement that shows up in energy

•  Physical-risk overlay

•  Board oversight

Do not let letter-grade chasing replace this file. Read the score-interpreter FAQ on ESG ratings compared, then

the climate-risk guide, CRE disaster recovery, and green bonds / ICMA.

The leading commercial real estate (CRE) ESG programs share a common backbone: a validated
net-zero-by-2040 target covering Scopes 1, 2, and 3; annual GRESB benchmarking with a 5-star rating
and “Green Star” recognition; a portfolio certified to LEED, BREEAM, and ENERGY STAR; and
disclosure aligned to the ISSB (IFRS S1/S2), GRI, and, where in scope, the EU CSRD. As of 2025, firms
such as Prologis (net zero by 2040), JLL and CBRE (both SBTi-validated net zero by 2040), BXP, Kilroy,
Hines, Brookfield, and Tishman Speyer set the pace. What separates a best-in-class program from a

marketing claim is third-party validation of targets, audited data, embodied-carbon (Scope 3) accountability,

and capital actually deployed against the plan.

What does an ESG program actually mean in commercial real estate?
In CRE, “ESG” is the discipline of measuring and managing a building portfolio’s environmental footprint,

social impact, and governance quality, then disclosing that performance to investors, lenders, tenants, and

regulators. Because buildings account for roughly a third or more of global energy-related emissions, the

environmental pillar dominates: energy and water efficiency, on-site and procured renewables, waste diversion,

and the carbon embedded in construction materials. The social pillar covers tenant health and wellbeing,



BC ESG — bcesg.org Page 20

community investment, diversity, and workforce practices. Governance covers board oversight of climate risk,

data assurance, executive compensation tied to ESG metrics, and ethics.

For owners and REITs, ESG is increasingly financial rather than reputational. Green-certified, energy-efficient

assets command rent and valuation premiums, qualify for green financing, and face lower obsolescence risk as

building-performance standards (BPS) and embodied-carbon rules spread across U.S. and European cities. For

services firms such as JLL and CBRE, ESG is also a product line: they advise owners on decarbonization and

manage millions of square feet against client sustainability goals.

How do leading CRE firms structure their ESG programs?
A best-in-class CRE ESG program is built on five structural elements: a science-aligned decarbonization target,

a benchmarking and certification regime, a data-and-assurance backbone, governance with board-level

accountability, and transparent reporting under recognized frameworks. The strongest programs treat these as

an integrated system rather than separate initiatives.

Net-zero and carbon-reduction targets

The current standard is a long-dated net-zero target supported by near-term interim milestones, ideally validated

by the Science Based Targets initiative (SBTi). Examples reported by the companies themselves:

•  Prologis has committed to net zero emissions by 2040 across Scopes 1, 2, and 3, with interim goals

including 1 gigawatt of solar generation (plus storage) and submission of its net-zero target to the SBTi for

validation. Because most of Prologis’s footprint is Scope 3, progress depends on customer and supply-chain

partnership rather than direct control.

•  JLL was one of the first seven companies to receive SBTi-validated net-zero targets under the Net-Zero

Standard in October 2021, committing to net zero across its value chain by 2040, with absolute reductions of

51% by 2030 and 95% by 2040.

•  CBRE has committed to net zero across its value chain by 2040, with SBTi-validated near-term 2030

targets to cut Scope 1 and 2 by 50% and emissions from managed properties by 55% per square foot from a

2019 baseline.

•  BXP (formerly Boston Properties) pursued carbon-neutral operations and set an emissions target aligned

to a 1.5°C trajectory under the SBTi.

•  Kilroy Realty reports achieving carbon-neutral operations and has been recognized by GRESB as a

regional sustainability leader among publicly traded real estate companies in the Americas.

•  Tishman Speyer has committed to net zero carbon emissions by 2050.

The credibility test is not the headline year but the structure beneath it: a baseline year, interim targets,

third-party validation, and an explicit plan for Scope 3, which for most owners is the largest and hardest

category.

GRESB benchmarking

GRESB (the Global Real Estate Sustainability Benchmark) is the de facto ESG benchmark for the sector. In the

2025 Real Estate Assessment, 1,002 fund managers submitted 2,382 assessments, with the Standing

Investments average score rising to 79 and Development to 87.9; a new Residential Component debuted at 80.1.

Leading firms participate every year, target a 5-star rating (the top quintile), and earn “Green Star” recognition
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for balancing strong management with strong performance. GRESB scores are widely used by institutional

investors to compare funds and to drive engagement, so a high, improving GRESB result is one of the clearest

external signals of a serious program.

Green-building certifications

Certifications translate building performance into a market-recognized label. The three most common in CRE

differ in geography, scope, and method:

Certification Owner / scope Primary geography What it measures 2025 note

LEED U.S. Green Building
Council (USGBC);
design, construction,
operations

U.S. and global Holistic: energy, water,
materials, indoor
environment, location

LEED v5 launched
April 28, 2025;
certification opened
Nov 3, 2025. About
50% of credits now tied
to decarbonization;
Platinum requires
minimum carbon
reductions and
effectively fully electric
systems.

BREEAM Building Research
Establishment (BRE);
uses licensed
assessors

UK and Europe Weighted scoring
across categories;
results expressed as a
percentage

Dominant benchmark
in European portfolios;
assessor-verified
evidence.

ENERGY STAR U.S. EPA; operational
benchmarking

U.S. Energy-efficiency
performance only
(1-100 score)

Narrower than
LEED/BREEAM; widely
used as an operational
baseline across U.S.
portfolios.

BXP, for example, has reported certifying roughly 34 million square feet of its portfolio to LEED, with most of

its actively managed office space certified and a large share at Gold and Platinum levels. The strongest

programs use ENERGY STAR for operational benchmarking, LEED or BREEAM for whole-asset

certification, and increasingly track WELL or Fitwel for the health/social dimension.

Embodied carbon and Scope 3

The frontier of CRE ESG is embodied carbon, the emissions locked into concrete, steel, and other materials

before a building opens. Per the GHG Protocol, embodied carbon almost always lands in Scope 3 (Purchased

Goods and Services, Capital Goods, and transportation), and for developers it can rival or exceed decades of

operational emissions. Leading developers now require Environmental Product Declarations (EPDs) to

compare and select lower-carbon materials, calculate whole-life carbon, and specify low-carbon concrete and

steel. Regulators are catching up: California’s climate-disclosure laws phase in large-company reporting

including Scope 3 on 2026 data, and cities from Boston to Los Angeles are weighing embodied-carbon limits in

building permits. A program that reports only operational (Scope 1 and 2) emissions while ignoring embodied

carbon is incomplete by current standards.

Social and governance practices

On the social side, leaders invest in tenant health (air quality, daylight, amenities), community development,

affordable or workforce housing where relevant, and supplier diversity. On governance, the markers are board-
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or committee-level oversight of climate risk (BXP, for instance, established a board sustainability committee),

third-party assurance of ESG data, linkage of executive compensation to sustainability KPIs, and clear

climate-risk scenario analysis. Governance is what makes the environmental and social claims auditable rather

than aspirational.

What reporting frameworks do CRE companies use?
Disclosure has consolidated rapidly. The key frameworks a CRE sustainability lead should know in 2025-2026:

•  ISSB (IFRS S1 and S2) are the emerging global baseline. IFRS S2 fully incorporates the TCFD

recommendations and, in effect, replaces TCFD, which disbanded on January 1, 2024, with the IFRS

Foundation assuming its monitoring role. By mid-2025, more than 30 jurisdictions representing over 60% of

global GDP had committed to adopting or aligning with the ISSB standards. The ISSB issued amendments

in 2025 to ease implementation of certain Scope 3 GHG disclosures.

•  GRI (Global Reporting Initiative) remains the most widely used framework for multi-stakeholder impact

reporting and uses a double-materiality lens.

•  TCFD (Task Force on Climate-related Financial Disclosures) is now legacy but its four-pillar structure

(governance, strategy, risk management, metrics and targets) lives on inside IFRS S2.

•  EU CSRD (Corporate Sustainability Reporting Directive) requires reporting under the European

Sustainability Reporting Standards (ESRS) on a double-materiality basis. The 2025 “Omnibus I”

simplification narrows scope to EU entities with more than 1,000 employees and over €450 million net

turnover, cutting the number of in-scope companies sharply and reducing ESRS data points; the changes

enter into force on March 18, 2026, with member states given 12 months to transpose them.

The practical implication: ISSB and CSRD differ on materiality. ISSB looks only at financial materiality (how

sustainability affects the business), while CSRD and GRI apply double materiality (also how the business

affects people and the environment). A global CRE firm typically maps its disclosures to both.

Why is GRESB the key ESG benchmark for CRE?
GRESB matters because it is investor-driven and asset-specific. Unlike a generic corporate ESG rating, GRESB

scores real-estate funds and portfolios on a standardized methodology covering both management (policies,

governance, stakeholder engagement) and performance (energy, GHG, water, waste, certifications, data

coverage). Institutional capital allocators use GRESB results in due diligence and ongoing engagement, which

gives the benchmark real teeth: a slipping GRESB score can trigger investor questions, while a 5-star “Green

Star” result is a credible, comparable signal. Because the 2025 cycle drew over 2,300 assessments globally,

GRESB also functions as the industry’s largest pooled dataset, letting managers benchmark against true peers

rather than self-selected narratives.

What distinguishes a best-in-class CRE ESG program? (A rubric)
Use the following rubric to separate leading programs from box-checking. Leaders score “strong” across most

rows; laggards cluster in “basic” or “absent.”
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Attribute Best-in-class (strong) Developing (basic) Laggard (absent)

Decarbonization target SBTi-validated net zero by
2040, interim 2030
milestones, all scopes

Self-set net-zero year, no
validation

No target or operations-only

Scope 3 / embodied carbon Measured and managed;
EPDs and whole-life carbon
for new development

Scope 3 estimated, embodied
carbon not addressed

Scope 1 and 2 only

GRESB Annual participation, 5-star,
Green Star, improving trend

Participates, mid-tier score Does not participate

Certifications Majority of portfolio
LEED/BREEAM; ENERGY
STAR benchmarking;
WELL/Fitwel for health

Flagship assets certified only No certifications

Data and assurance Audited/third-party-assured
data, high coverage,
like-for-like tracking

Self-reported, partial
coverage

Anecdotal or absent

Reporting frameworks ISSB/IFRS S2, GRI, CSRD
where in scope

One framework, partial
alignment

Press-release-only

Governance Board/committee oversight,
exec comp linked to ESG
KPIs

Management-level only No formal oversight

Capital deployment Funded retrofit/renewable
pipeline, green financing

Pilots only No capital committed

The single most important distinction is the gap between targets and execution. A validated 2040 net-zero target

is only credible if it is paired with funded retrofits, on-site or contracted renewables, assured data, and a real

Scope 3 plan. Programs that publish ambitious commitments without capital, coverage, or assurance behind

them are, by current professional standards, incomplete.

How should an asset or REIT investor evaluate a CRE ESG program?
Start with the disclosures, not the marketing. Pull the company’s latest sustainability or annual ESG report and

its GRESB result, then check: Is the net-zero target SBTi-validated, and does it cover Scope 3? What share of

the portfolio is certified and ENERGY STAR-benchmarked? Is the emissions data third-party assured, and

what is the data-coverage percentage? Is there board-level governance and exec-comp linkage? For new

development, is embodied carbon measured? Finally, look for a funded transition plan, because the strongest

signal a program is real is capital flowing into retrofits, electrification, and renewables, not just a commitment

slide.

Frequently asked questions

What is GRESB and why does it matter in CRE?

GRESB is the Global Real Estate Sustainability Benchmark, an investor-driven standard that scores real-estate

funds and portfolios on management and performance. In 2025 it drew 1,002 fund managers and 2,382

assessments. Institutional investors use GRESB scores in due diligence, so a 5-star “Green Star” rating is a

widely trusted signal of a strong ESG program.

What is the difference between LEED, BREEAM, and ENERGY STAR?
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LEED (USGBC, U.S.-led and global) and BREEAM (BRE, UK and Europe) are holistic, whole-building

certifications covering energy, water, materials, and indoor environment; BREEAM uses licensed assessors and

percentage scores, while LEED uses points. ENERGY STAR (U.S. EPA) is narrower, scoring only operational

energy efficiency. LEED v5, launched in 2025, ties about half its credits to decarbonization.

What net-zero targets have major CRE firms set?

Prologis targets net zero by 2040 across all scopes. JLL and CBRE both target net zero across their value chains

by 2040 with SBTi-validated interim 2030 goals. Tishman Speyer has committed to net zero by 2050, and

Kilroy reports carbon-neutral operations. The credibility marker is SBTi validation plus a Scope 3 plan, not the

headline year alone.

What is embodied carbon and why is it now central to CRE ESG?

Embodied carbon is the emissions tied to producing and installing building materials such as concrete and steel.

Per the GHG Protocol it falls under Scope 3, and for new development it can rival decades of operational

emissions. Leaders use Environmental Product Declarations (EPDs) and whole-life carbon analysis, and

regulators in California and several cities are moving to require disclosure or limits.

Is TCFD still required, or has ISSB replaced it?

TCFD disbanded on January 1, 2024, and its recommendations are now embedded in the ISSB’s IFRS S2

standard, which the IFRS Foundation oversees. Companies that previously reported to TCFD generally

transition to IFRS S1 and S2, which more than 30 jurisdictions have committed to adopt or align with as of

mid-2025.

How does the EU CSRD affect U.S. CRE firms?

CSRD requires reporting under the ESRS on a double-materiality basis and can reach non-EU groups with

significant EU operations. The 2025 “Omnibus I” package narrowed scope to entities with more than 1,000

employees and over €450 million net turnover and cut ESRS data points; the revisions enter into force on

March 18, 2026. U.S. CRE firms with large European footprints should confirm whether they remain in scope.

What single factor best signals a credible CRE ESG program?

Capital deployment against a validated plan. Ambitious targets are common; what distinguishes leaders is

funded retrofits, electrification, contracted renewables, high data coverage with third-party assurance, and a

concrete Scope 3 strategy. A strong, improving GRESB score plus SBTi-validated targets is the fastest external

proxy for that underlying execution.

Sources & further reading
•  GRESB – 2025 Real Estate Assessment Results

•  Prologis – Net Zero

•  Science Based Targets initiative – JLL Net-Zero Case Study

•  CBRE – Commits to Net Zero Carbon by 2040

•  U.S. Green Building Council – LEED v5

•  IFRS Foundation – IFRS S2 Climate-related Disclosures
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•  RMI – A Primer on Embodied Carbon in Climate Disclosure

More in Environmental and About BC ESG.

Related reading: GRESB scoring levers for property managers, mid-market ESG disclosure templates, and the

Restoration Carbon Protocol. Sister hubs: Restoration Intel, Healthcare Facility Hub, Continuity Hub, Risk

Coverage Hub, and Tygart Media.

ESG in Banking and Investment: Risk, Lending, and Disclosure
Source: https://bcesg.org/esg-in-banking-and-investment-risk-lending-disclosure/ Published: June 21, 2026

Updated October 6, 2026.

ESG in banking and investment means integrating environmental, social, and governance factors into
credit risk, underwriting, lending, and portfolio construction, and disclosing those exposures under
frameworks such as the ISSB’s IFRS S1/S2, the EU’s CSRD/ESRS and SFDR, and the Basel
Committee’s voluntary climate-risk disclosure framework. The practice is now being reshaped by two
opposing forces in 2025-2026: regulatory consolidation around the ISSB baseline globally, and a sharp
US “anti-ESG” retreat that drove every major Wall Street bank out of the Net-Zero Banking Alliance
(NZBA) between December 2024 and January 2025 and prompted the SEC to abandon and then move to
rescind its 2024 climate-disclosure rules.

What does ESG actually mean for a bank or asset manager?
For financial institutions, ESG is not a marketing layer; it is a set of risk factors and a disclosure regime. On the

banking side, ESG enters through credit risk: climate transition risk (stranded assets, carbon-pricing exposure),

physical risk (flood, wildfire, and heat damage to collateral), and governance and reputational risk in

counterparties. On the investment side, ESG enters portfolio management through screening, integration,

thematic allocation, stewardship, and impact strategies. Both sides converge on one hard requirement:

comparable, decision-useful disclosure. The dominant theme of 2025-2026 is that disclosure rules are

simultaneously converging on the ISSB global baseline and being scaled back in scope, especially in the United

States and the European Union.

How is ESG used in credit risk, underwriting, and lending?
Banks integrate ESG into underwriting primarily as a forward-looking risk overlay rather than a values screen.

Climate transition risk can impair the creditworthiness of carbon-intensive borrowers as carbon costs rise and

demand shifts; physical risk can destroy or devalue real-estate and infrastructure collateral. Supervisors

increasingly expect banks to run climate scenario analysis, identify concentrations, and reflect material climate

risk in their internal capital adequacy assessment. The European Central Bank, the Bank of England, and the US

Federal Reserve have all run climate scenario exercises, though none currently impose an explicit climate

capital add-on. In practice, ESG factors most often affect pricing, covenants, and concentration limits rather

than the binary decision to lend.

What are ESG-linked loans and sustainability-linked bonds?
Two instrument families dominate sustainable finance, and they work differently:
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•  Use-of-proceeds instruments (green/social/sustainability bonds and loans): capital is ring-fenced for

defined eligible projects (renewables, clean transport, affordable housing). Green bonds remained the largest

single category, at roughly 53-57% of labeled issuance through 2024-2025.

•  Sustainability-linked instruments (SLLs and SLBs): proceeds are general-purpose, but the coupon or

margin steps up or down based on the borrower hitting predefined sustainability performance targets

(KPIs/SPTs). These face the most greenwashing scrutiny because weak targets produce a label with little

substance.

The labeled bond market hit roughly USD 1 trillion to 1.1 trillion in 2024 (World Bank and Climate Bonds

Initiative data), with cumulative labeled issuance reaching about USD 6.2 trillion by December 2024. The

sustainability-linked segment has cooled markedly: S&P Global forecast only about USD 35 billion of SLB
issuance for 2025, far below the 2021-2023 peak, and labeled loan volumes fell roughly 52% from H1 2024 to
H1 2025 as borrowers dropped labels whose pricing benefit (often just a few basis points of margin step-down)

no longer justified the verification burden. On 26 March 2025, the loan-market trade associations

(LMA/LSTA/APLMA) tightened the Sustainability-Linked Loan Principles, making post-signing verification

by a qualified external reviewer mandatory (“shall” rather than “should”).

How do investment and asset-management firms integrate ESG?
Asset managers deploy a spectrum of approaches, often within the same firm: negative/exclusionary screening

(e.g., excluding controversial weapons or thermal coal), positive/best-in-class screening, full ESG integration

into financial analysis, thematic and impact investing, and active ownership through proxy voting and

engagement. Post-2023, the industry has shifted language from “ESG investing” toward “sustainable

investing,” “transition finance,” and “responsible investing,” partly to sidestep US political controversy and

partly to comply with tighter fund-naming rules. Stewardship and engagement remain widely practiced even

where firms have muted public ESG branding.

Which disclosure frameworks apply to financial institutions?
A bank or asset manager operating across major markets faces an overlapping stack of frameworks. The single

most important shift is that the ISSB’s IFRS S1 and S2 have become the global baseline, formally

consolidating the legacy TCFD recommendations (the IFRS Foundation took over TCFD monitoring in 2024).

Framework Issuer / jurisdiction Status (2025-2026) Relevance to financial
institutions

IFRS S1 / S2 (ISSB) IFRS Foundation (global) Global baseline; adopted or
being adopted by 35+
jurisdictions representing
more than half of global GDP

Entity-wide sustainability and
climate risk disclosure;
absorbs TCFD; basis for UK,
Hong Kong, Singapore, Brazil,
Nigeria, Malaysia regimes

CSRD / ESRS EU In force but scaled back by
the 2025 “Omnibus”
simplification package

Mandatory double-materiality
reporting for large EU banks
and insurers; scope sharply
reduced

SFDR EU (ESMA/EC) Under “SFDR 2.0” overhaul
(proposal Nov 2025)

Product-level disclosure and
de facto fund labeling for
asset managers
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Framework Issuer / jurisdiction Status (2025-2026) Relevance to financial
institutions

TCFD FSB (legacy) Disbanded 2023; monitoring
absorbed by ISSB

Still referenced in many
national rules; superseded by
IFRS S2

Basel climate-risk disclosure BCBS Published 13 June 2025 as
voluntary, not Pillar 3

Bank-specific climate-risk
disclosure template; adoption
left to national regulators

SEC climate rules US SEC Stayed since April 2024; SEC
moved to rescind in
2025-2026

Effectively defunct for US
registrants

What changed with the EU’s CSRD “Omnibus” package?

In 2025 the EU enacted an “Omnibus” simplification that dramatically narrowed the Corporate Sustainability

Reporting Directive. The final deal raised the mandatory threshold to EU companies with more than 1,000
employees and over EUR 450 million in net turnover, cutting the in-scope population by an estimated ~90%

versus the original 250-employee threshold. EFRAG delivered simplified ESRS that reduce mandatory data

points by roughly 60-70% (from about 1,073 to around 320). The Commission is expected to adopt the revised

ESRS by delegated act around mid-2026, with effect potentially from FY2027. Large EU banks and insurers

remain in scope, but value-chain data requests from smaller counterparties are now capped.

How do SFDR’s Article 6, 8, and 9 categories work, and what is “SFDR 2.0”?

The EU Sustainable Finance Disclosure Regulation (SFDR) was designed as a disclosure regime but was used

by the market as a labeling system. Almost half of EU assets under management sit in Article 8 or Article 9

products.

SFDR classification Plain-language meaning Market nickname

Article 6 No sustainability focus, or ESG risks
merely considered; baseline disclosure

“Non-ESG”

Article 8 Promotes environmental or social
characteristics

“Light green”

Article 9 Has sustainable investment as its
objective

“Dark green”

In November 2025 the European Commission proposed “SFDR 2.0,” replacing the Article 8/9 regime with

three formal product categories – broadly Sustainable, Transition, and ESG (collection/basics) – each

anchored by a roughly 70% portfolio threshold, common exclusions, and short-form disclosures. The legislative

process is expected to run through 2026-2027, with application unlikely before 2028. Until then, the Article

6/8/9 framework remains in force.

What do fund-naming and greenwashing rules require?
Two regimes police the gap between a fund’s name and its holdings. In the EU, ESMA’s fund-naming
guidelines took effect in 2024 with a compliance deadline of May 2025: funds using ESG, “sustainable,”

“impact,” or environmental terms such as “green” must invest at least 80% of assets in line with the relevant

characteristics and apply Paris-Aligned Benchmark exclusions. The effect was immediate – per an ESMA study

of 924 funds, about 64% changed their names ahead of the deadline, with many simply dropping ESG
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terminology rather than greening portfolios.

In the United States, the SEC’s amended Names Rule (adopted September 2023) extended the longstanding

“80% investment policy” to fund names suggesting “particular characteristics,” explicitly capturing ESG and

sustainability funds: a fund whose name implies an ESG focus must hold at least 80% of assets consistent with

that focus. The SEC began reviewing the rule’s application to ESG names in 2026, leaving its long-term future

uncertain.

What is the “anti-ESG” backlash, and what did it actually change?
The 2024-2026 US backlash combined state-level legislation, litigation threats, and political pressure that

materially changed institutional behavior even where the underlying risk analysis did not change. The clearest

signal was the collapse of the Net-Zero Banking Alliance (NZBA): between December 2024 and January

2025, Goldman Sachs, Wells Fargo, Citigroup, Bank of America, Morgan Stanley, and finally JPMorgan
Chase (7 January 2025) all exited, and the alliance subsequently paused operations and moved to restructure

into a looser framework body. Major US asset managers similarly stepped back from net-zero investor

coalitions such as Climate Action 100+ and the Net Zero Asset Managers initiative, which suspended activities

in early 2025.

Crucially, most institutions framed these as departures from coalitions and public commitments, not from

risk management. Banks continued climate scenario analysis, transition-risk modeling, and

sustainable-finance underwriting where commercially driven. The same period saw regulators retreat on

mandates: the SEC stopped defending its climate rules in March 2025 and proposed full rescission; the Basel

Committee downgraded its bank climate-disclosure framework to voluntary in June 2025 after US pressure,

dropping the requirement to disclose financed and facilitated emissions regardless of materiality. The net effect

is a bifurcated world: a tighter, ISSB-anchored disclosure regime maturing across the UK, EU, and

Asia-Pacific, and a deregulatory, depoliticized posture in the United States.

Frequently asked questions

Is ESG investing legally required for US banks?

No. There is no US federal mandate requiring banks or asset managers to “do ESG.” US disclosure of climate

risk via the SEC’s 2024 rules was stayed and is being rescinded. ESG-relevant obligations for US firms now

flow mainly from fiduciary duty, the Names Rule for fund branding, and exposure to EU rules when operating

in Europe.

What replaced the TCFD framework?

The ISSB’s IFRS S2 absorbed and superseded the TCFD recommendations. The Task Force on Climate-related

Financial Disclosures was disbanded in 2023, and the IFRS Foundation took over monitoring climate-related

disclosure progress in 2024. National rules built on TCFD are migrating to the IFRS S1/S2 baseline.

Did banks abandon climate risk management when they left the NZBA?

Generally no. Leaving the Net-Zero Banking Alliance removed a public coalition commitment but did not

switch off internal climate-risk analysis, scenario testing, or sustainable-finance lending, which banks largely

retained as commercial and prudential disciplines.
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What is the difference between a green bond and a sustainability-linked bond?

A green bond ring-fences proceeds for specific eligible green projects, so its “greenness” is in how the money is

spent. A sustainability-linked bond can fund anything, but its coupon adjusts based on whether the issuer meets

predefined sustainability targets, so its integrity depends entirely on how ambitious those targets are.

Does a fund called “sustainable” have to hold a minimum percentage of sustainable
assets?

Yes, in both major markets. Under ESMA’s EU guidelines, ESG/sustainability-named funds must hold at least

80% of assets aligned with those characteristics and apply benchmark exclusions. Under the SEC Names Rule,

an ESG-named US fund must keep at least 80% of assets consistent with the name.

Is the EU still requiring CSRD reporting after the Omnibus changes?

Yes, but for far fewer companies. The 2025 Omnibus package raised the mandatory threshold to roughly 1,000

employees and EUR 450 million in net turnover, cutting in-scope entities by an estimated 90% and reducing

required ESRS data points by 60-70%. Large EU banks and insurers remain in scope.

Is the Basel climate-disclosure framework mandatory for banks?

No. The Basel Committee published its climate-related financial-risk disclosure framework on 13 June 2025 as

a voluntary standard outside the Pillar 3 mandatory requirements, leaving adoption to individual national

regulators.

Sources & further reading
•  IFRS Foundation – Use of IFRS Sustainability Disclosure Standards by jurisdiction

•  Basel Committee on Banking Supervision – Disclosure of climate-related financial risks (June 2025)

•  US SEC – Proposed rescission of climate-related disclosure rules

•  Norton Rose Fulbright – European Commission proposes SFDR product categories (SFDR 2.0)

•  ESMA – Impact of the guidelines on ESG/sustainability terms in fund names

•  Climate Bonds Initiative – Sustainable bond market reaches new highs

•  ESG Dive – Major US banks exit the Net-Zero Banking Alliance

•  Gibson Dunn – Omnibus simplification of EU sustainability rules (CSRD/CSDDD)

More in Green Finance and About BC ESG.

Related reading: the lender climate-continuity evidence pack, GRESB scoring levers for property managers,

and the Restoration Carbon Protocol. Sister hubs: Restoration Intel, Healthcare Facility Hub, Continuity Hub,

Risk Coverage Hub, and Tygart Media.

ESG Ratings Compared: MSCI vs Sustainalytics vs ISS ESG vs CDP vs
EcoVadis (2026 Methodology Guide)
Source: https://bcesg.org/esg-ratings-comparison-msci-sustainalytics-iss-cdp-ecovadis/ Published: June 21,

2026
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The five most-cited ESG rating systems — MSCI, Morningstar Sustainalytics, ISS ESG, CDP, and
EcoVadis — measure different things, on different scales, in different directions. MSCI grades
industry-relative resilience on an AAA–CCC letter scale; Sustainalytics scores absolute unmanaged risk
from 0 to 100 where lower is better; ISS ESG flags “Prime” status on an A+ to D- scale; CDP scores
environmental disclosure from A to D-; and EcoVadis awards medals to suppliers by percentile rank.
Because they define and weight “ESG” so differently, their scores for the same company correlate only
about 0.54 on average. This guide explains each methodology, why the numbers disagree, and how to
improve every one.

ESG ratings at a glance: the five systems compared
Provider Owned by What it measures Scale &amp;

direction
Relative or
absolute

Primary audience

MSCI ESG
Ratings

MSCI Inc. Resilience to
financially
material,
industry-specific
ESG risks &amp;
opportunities

AAA -&gt; CCC (7
tiers); 0–10
underlying score.
Higher is better.

Industry-relative
(vs. GICS
sub-industry
peers)

Asset managers,
index funds

Morningstar
Sustainalytics

Morningstar Magnitude of a
company’s
unmanaged ESG
risk

0–100 risk score; 5
bands (Negligible
-&gt; Severe).
Lower is better.

Absolute
(comparable
across industries)

Investors,
brokerages, risk
teams

ISS ESG
Corporate Rating

ISS STOXX
(Deutsche Borse)

Absolute ESG
performance vs.
demanding
best-in-class
expectations

A+ -&gt; D-;
“Prime/Not Prime”
threshold; decile
rank 1–10. Higher
is better.

Absolute grade +
relative decile

European
institutional
investors

CDP CDP (nonprofit) Quality of
environmental
disclosure and
action (climate,
water, forests)

A/A- -&gt; D/D- (+
F for
non-response).
Higher is better.

Absolute
(criteria-based)

Investors &amp;
procurement

EcoVadis EcoVadis Quality of a
supplier’s
sustainability
management
system

0–100 score;
Medals by
percentile (Bronze
-&gt; Platinum).
Higher is better.

Relative
(percentile vs. all
assessed
companies)

Procurement /
supply-chain
teams

The single most important takeaway: a “good” score in one system does not translate to another, because the

systems are not measuring the same construct. MSCI asks “is this company managing its material risks better

than its peers?” Sustainalytics asks “how much unmanaged risk is left on the table, in absolute terms?” CDP

asks “how good is this company’s environmental disclosure?” Comparing a Sustainalytics “Low Risk” to an

MSCI “AA” is comparing different questions, not different answers to the same question.

Why ESG ratings disagree (the research most people miss)
Credit ratings from Moody’s and S&P correlate at roughly 0.99. ESG ratings do not come close. The landmark

study on this is “Aggregate Confusion: The Divergence of ESG Ratings” by Berg, Kolbel & Rigobon,

published in the Review of Finance (2022). Examining six major raters, they found:
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•  Average correlation of just 0.54 across ESG ratings, ranging from 0.38 to 0.71.

•  Governance ratings are the least correlated, at 0.30 — the dimension investors often assume is most

objective is actually where raters disagree most.

•  The social dimension correlates at about 0.42.

They decompose the disagreement into three sources:

•  Measurement (56%) — raters measure the same attribute (e.g., “employee turnover”) using different

indicators and data, and reach different conclusions.

•  Scope (38%) — raters include different sets of attributes. One counts lobbying; another doesn’t.

•  Weight (6%) — raters weight the same attributes differently.

The study also identified a “rater effect” (a halo): once an agency forms an overall view of a company, that

view bleeds into how it scores individual categories. The practical consequence — confirmed in follow-on

research — is that ESG rating divergence sends companies mixed signals about which actions the market

actually values, and can dampen the incentive to improve.

What this means for you: never treat a single ESG score as ground truth. Triangulate across providers, and

always ask what the rating measures before you act on it.

MSCI ESG Ratings: industry-relative resilience (AAA–CCC)
What it measures. MSCI ESG Ratings assess a company’s resilience to financially material, industry-specific

ESG risks and opportunities. It is explicitly a financial materiality lens — “which ESG issues could hit the

bottom line in this industry, and how well is this company managing them?”

The scale. Companies receive a 0–10 underlying score that maps to a seven-tier letter rating:

•  Leader: AAA, AA

•  Average: A, BBB, BB

•  Laggard: B, CCC

How it works. MSCI identifies the Key Issues that are material for each GICS sub-industry. Each

Environmental or Social Key Issue carries a weight of roughly 5% to 30% of the total rating, set according to

how much the industry contributes to that issue’s negative externality and how quickly the issue is expected to

materialize. Scores are then normalized within each industry, so the rating is fundamentally peer-relative: an

AA tells you the company leads its industry on managing material risks, not that it is “sustainable” in an

absolute sense.

Worth knowing for 2026: MSCI announced a multi-stage ESG Ratings model update (disclosed October

2025) that is transitioning through 2026. If you are benchmarking or citing a specific rating, confirm it against

MSCI’s current model rather than an older snapshot.

How to improve an MSCI rating: focus only on the Key Issues MSCI deems material for your sub-industry

(managing an immaterial issue won’t move the score), strengthen disclosure on those issues, and remember the

score is relative — improvement requires outpacing peers, not just improving in absolute terms.

Morningstar Sustainalytics: absolute unmanaged risk (0–100, lower is better)
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What it measures. The Sustainalytics ESG Risk Rating measures the magnitude of a company’s unmanaged

ESG risk — the portion of material ESG exposure that the company has not addressed through programs and

policies. Crucially, it runs in the opposite direction from MSCI: a lower score is better.

The scale. Scores run 0 to 100 and sort into five risk categories:

•  Negligible: 0–10

•  Low: 10–20

•  Medium: 20–30

•  High: 30–40

•  Severe: 40+

How it works. For each Material ESG Issue (MEI), Sustainalytics calculates Exposure (how much risk the

business is inherently subject to) and then subtracts Managed Risk (the part addressed by the company) — plus

a recognized band of risk that is simply unmanageable for that business. Unmanaged Risk = Exposure Managed

Risk. Because exposure is assessed at the sub-industry level but the final score is absolute, Sustainalytics ratings

are designed to be comparable across industries and regions — a key difference from MSCI’s peer-relative

approach. This is the rating you most often see surfaced on retail brokerages and finance portals.

How to improve a Sustainalytics score: close the gap between exposure and management — demonstrate

concrete programs, policies, and outcomes on your highest-exposure MEIs. Because the score is absolute, real

management improvements move it even if peers don’t change.

ISS ESG Corporate Rating: “Prime” status (A+ to D-)
What it measures. Now part of ISS STOXX (Deutsche Borse Group), the ISS ESG Corporate Rating

evaluates a company against demanding, absolute best-in-class performance expectations for its industry.

The scale. A twelve-grade scale from A+ (best) to D- (worst), with two headline outputs:

•  Prime / Not Prime: companies that clear an industry-specific threshold (often C+, but higher for

industries with greater ESG exposure) earn “Prime” status — a signal of ESG investability.

•  Decile rank (1–10): shows relative standing within the industry, where 1 is the strongest and 10 the

weakest.

How it works. ISS ESG combines an absolute letter grade (against a fixed bar) with a relative decile rank

(against peers), so you get both “did it meet the standard?” and “how does it rank?” in one rating. As of 2025,

ISS defines SMEs as companies with fewer than 500 employees and under USD 500 million in revenue,

reflecting expanding mandatory sustainability reporting.

How to improve an ISS ESG rating: identify the industry-specific Prime threshold and the absolute criteria

behind it, then prioritize the indicators that lift you above the Prime line — the binary Prime status often matters

more to investors than incremental grade movement.

CDP: environmental disclosure, scored A to D-
What it measures. CDP is different in kind from the others — it is a nonprofit disclosure platform, not a paid

third-party rater. Companies respond to CDP’s questionnaire and are scored on the completeness and ambition
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of their environmental disclosure and action across Climate Change, Forests, and Water Security (with new

scoring for cocoa, coffee, and rubber added in 2025).

The scale. Four bands, each reflecting a level of progress:

•  A / A- — Leadership (the “A List”)

•  B / B- — Management

•  C / C- — Awareness

•  D / D- — Disclosure

•  F — failure to provide sufficient information / non-response

How it works. A company must satisfy CDP’s “Essential Criteria” at each level to progress — and as of 2025

those criteria apply at every tier, not just the top. A notable 2025 change: companies must have Scope 1 and
Scope 2 emissions externally verified to reach the highest scores, and Forests and Water Security are now

publicly scored for the financial-services sector. Because CDP rewards disclosure quality, a high CDP score

signals transparency and process maturity — not necessarily low ESG risk.

How to improve a CDP score: map your response against the Essential Criteria for the level you’re targeting,

secure third-party verification of Scope 1 & 2 emissions early, and treat the questionnaire as a year-round data

project rather than an annual scramble.

EcoVadis: supply-chain medals by percentile
What it measures. EcoVadis assesses the quality of a company’s sustainability management system —

primarily for procurement and supply-chain vetting. It is evidence-based: companies submit documentation,

which EcoVadis evaluates through a Policies–Actions–Results (P-A-R) lens.

The scale. A 0–100 score across 21 criteria in four themes — Environment; Labor & Human Rights; Ethics;

and Sustainable Procurement — translated into medals by percentile:

•  Platinum: top 1% of assessed companies

•  Gold: top 5%

•  Silver: top 15%

•  Bronze: top 35%

How it works. Medals are awarded relative to all companies assessed in the prior 12 months, so the bar moves

with the population. A company is not eligible for any medal if its score in any single theme falls below 30,

which prevents one strong theme from masking a weak one. As of January 2025, EcoVadis displays unrounded

theme scores (e.g., 68/100) and uses them in the overall calculation.

How to improve an EcoVadis medal: close your weakest theme first (the sub-30 cutoff is the most common

medal-blocker), and supply concrete evidence for Policies, Actions, and Results — claims without

documentation don’t score.

How to use multiple ESG ratings together
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Because each system answers a different question, the right move is to read them as complementary, not

competing:

•  Want financial-materiality and peer benchmarking? Lead with MSCI.

•  Want an absolute, cross-industry risk number? Lead with Sustainalytics.

•  Need a Prime/Not-Prime investability screen (especially in Europe)? Use ISS ESG.

•  Assessing environmental transparency and climate action? Use CDP.

•  Vetting a supplier? Use EcoVadis.

When two providers disagree sharply on the same company, that’s signal, not noise: it usually means they scope

ESG differently (the 38% scope-divergence finding) or weight a controversy differently. Read the underlying

sub-scores, not just the headline grade.

For a deeper walkthrough of how each scoring methodology is built and provider-specific tactics for lifting a

score, see our companion guide to ESG ratings methodology and rating-improvement strategy.

Frequently asked questions

Which ESG rating is the most accurate?

None is definitively “most accurate” because they measure different things. MSCI and ISS ESG measure

managed performance and resilience; Sustainalytics measures unmanaged risk; CDP measures environmental

disclosure; EcoVadis measures supply-chain management systems. “Accuracy” depends on the question you’re

asking. The more useful goal is to match the rating to your use case and triangulate across at least two.

Why does the same company get different ESG scores?

Because raters disagree on what to measure (scope), how to measure it (measurement), and how to weight it

(weight). Research by Berg, Kolbel & Rigobon (2022) found ESG ratings correlate only about 0.54 on average,

with measurement differences driving 56% of the divergence. A “rater effect” halo also nudges category scores

toward each agency’s overall view of the company.

Is a low Sustainalytics score good or bad?

Good. The Sustainalytics ESG Risk Rating runs 0–100 where lower is better — a low score means little

unmanaged risk. This is the opposite of MSCI, CDP, ISS ESG, and EcoVadis, where higher is better. Reversing

this direction is one of the most common ESG-rating mistakes.

What does an MSCI rating of A or BBB mean?

On MSCI’s AAA–CCC scale, both A and BBB fall in the “Average” band — the company is neither a leader

(AAA/AA) nor a laggard (B/CCC) at managing the ESG risks material to its industry. Because the rating is

industry-relative, the same letter can reflect very different absolute practices across sectors.

Is CDP an ESG rating?

Not in the traditional sense. CDP is a nonprofit environmental disclosure platform that scores the quality of a

company’s reporting and action on climate, water, and forests (A to D-). It rewards transparency and

management maturity rather than scoring overall ESG risk, which is why CDP is best read alongside a true risk

or performance rating.
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Does MSCI use CDP data?

ESG raters draw on many overlapping public sources — corporate filings, CDP disclosures, regulatory data,

news and NGO reports — but each applies its own model, indicators, and weights on top. Shared inputs do not

produce shared conclusions, which is a core reason ratings still diverge even when raters read the same

underlying disclosures.

What’s the difference between EcoVadis Gold and Platinum?

Both are percentile awards: Platinum goes to the top 1% of companies assessed by EcoVadis in the prior 12

months, and Gold to the top 5%. Because they’re relative to the assessed population, the score needed for each

medal can shift year to year. No medal is awarded if any single theme scores below 30.

Sources & further reading
•  MSCI, ESG Ratings Methodology (AAA–CCC scale, industry-relative Key Issues).

•  Morningstar Sustainalytics, ESG Risk Ratings (0–100 unmanaged-risk scale, five risk categories).

•  ISS ESG, Corporate Rating & Prime Status (A+ to D-, decile rank).

•  CDP, How CDP Scores Companies (A to D- disclosure scoring on climate, water, forests).

•  EcoVadis, Medals & Badges (percentile medals across four themes).

•  Berg, Kolbel & Rigobon (2022), “Aggregate Confusion: The Divergence of ESG Ratings,” Review of

Finance.

More in ESG Metrics and About BC ESG.

How to interpret your score (MSCI, Sustainalytics, ISS, CDP, EcoVadis)
Clicks on this page are interpretation questions, not “what is ESG.” Use this table, then the FAQ.

Provider Scale Better means What a CRE operator
should ask

MSCI ESG Ratings AAA–CCC (industry-relative) Higher letter = more resilient
vs peers

Which industry peer set?
What is the key-issue
overweight?

Morningstar Sustainalytics 0–100 unmanaged risk (lower
is better)

Lower number = less
unmanaged ESG risk

Company-wide or entity
score? Which issues drive it?

ISS ESG A+ to D- / Prime status Prime = best-in-class vs
industry

Does the lender or index
actually use ISS, or only
MSCI?

CDP A to D- Disclosure and performance
on climate, water, forests

Did we even file? A D often
means thin disclosure, not a
ruined building.

EcoVadis Medals by percentile Higher percentile vs scored
universe

Are tenants or GCs asking for
this in procurement?

FAQ: is 13.5 a good Sustainalytics rating?
On Sustainalytics’ unmanaged-risk scale, lower is better. 13.5 typically sits in low risk (0–9.99 negligible,

10–19.99 low, 20–29.99 medium, 30–39.99 high, 40+ severe — confirm against the current methodology
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page). A 13.5 is not a trophy and not an emergency. Ask which issues make up the 13.5, and whether they are

material to this portfolio (energy, physical climate, vendor labor) or to a corporate parent in another sector.

Is Sustainalytics more credible than MSCI?

Neither is the official score of record. They answer different questions. MSCI is industry-relative financial

materiality. Sustainalytics is absolute unmanaged risk. Disagreement is normal. For a CRE board: report both,

plus the issue drivers, rather than arguing which vendor is truer.

Why do MSCI, Sustainalytics, S&P, CDP, and EcoVadis disagree?

Different universes, different issue weights, different use of company disclosure vs controversies, and different

treatment of subsidiaries. A REIT can look strong on GRESB and average on MSCI if the parent’s corporate

controversies dominate. That is a mapping problem, not a morality play.

What should we do this quarter if ratings disagree?

•  Map which counterparties use which score (banks, insurers, indices, GCs).

•  Fix the shared evidence file those counterparties can reuse (energy, emissions method, governance, vendor

diligence) instead of optimizing one vendor’s questionnaire.

•  Link the evidence pack to ISSB/GRI headings so the same file feeds disclosure — see the templates and

ISSB checklist.

Do we need a better rating or a better building?

Lenders and large tenants increasingly want operational evidence (EUI, filings, physical-risk notes, continuity

tests), not a letter-grade chase. Use ratings to find the gap. Use CRE ESG programs and the climate-risk guide

to close it.

FAQ pack added August 22, 2026 from Bing click queries on this URL. Do not treat a single vendor score as a

compliance outcome.

Related reading: mid-market ESG disclosure templates, the IFRS S1/S2 disclosure checklist, and the

Restoration Carbon Protocol. Sister hubs: Restoration Intel, Healthcare Facility Hub, Continuity Hub, Risk

Coverage Hub, and Tygart Media.

Esg Metrics: Expert Video Analysis
Source: https://bcesg.org/video-esg-metrics/ Published: March 18, 2026

Home > ESG Metrics > Video: ESG REPORTING FRAMEWORKS (GRI,SASB,TCFD,CDP) #new

#newvideo #reporting #esg #sustainability #viral

ESG REPORTING FRAMEWORKS (GRI,SASB,TCFD,CDP) #new #newvideo
#reporting #esg #sustainability #viral
Channel: SustainablyYours

Duration: 13:38 | Views: 9K | Published: July 28, 2023

Relevance Score: 70/100
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Why This Matters for ESG Professionals

For sustainability and ESG professionals, deep understanding of esg metrics frameworks and implementation

strategies directly impacts organizational credibility, stakeholder trust, regulatory compliance, and competitive

positioning. Companies that master these practices gain access to lower-cost capital, attract top talent, improve

operational efficiency, and build resilience against emerging regulatory and market risks.

Key Moments in This Video
Time Topic What You’ll Learn

3:24 Introduction Learn more at 3:24

6:48 Key Concepts Learn more at 6:48

10:12 Framework Basics Learn more at 10:12

ESG Metrics

Standardized measurement and reporting of environmental, social, and governance performance metrics using

recognized frameworks (GRI, SASB, TCFD, ISSB) enabling investor comparison and stakeholder

accountability.

Learn more: GRI Standards | ISSB | SASB

Key Takeaways
•  Major ESG frameworks (GRI, SASB, TCFD, ISSB) now converge toward single-materiality focus (what

impacts business) after decades of divergence, simplifying reporting requirements.

•  ISSB standards released 2023 establish global baseline for climate/sustainability disclosures; SEC/EU

adoption pushes toward mandatory standardized reporting across markets.

•  Double materiality (impact + financial) assessment identifies sustainability issues where company affects

stakeholders AND stakeholders affect company performance and risk.

•  ESG reporting quality varies dramatically; metric-only reports lack context and strategy. High-quality

reporting ties metrics to business strategy, governance, and long-term value creation.

•  Data quality and assurance critical; investors increasingly require third-party verification of ESG metrics.

Companies with assured data outperform peers in capital market valuation.

Expert Analysis: ESG Metrics in 2026

The esg metrics landscape in 2026 has matured significantly with standardization and mandatory regulatory

requirements reshaping corporate practices globally. The convergence of GRI, SASB, ISSB, and TCFD

frameworks toward integrated reporting standards enables organizations to achieve transparency goals more

efficiently while meeting investor and regulatory expectations.

Market leaders implementing esg metrics programs as core business strategy (not compliance checkbox)

demonstrate measurable financial benefits: lower cost of capital, improved operational efficiency, reduced

regulatory risk, and enhanced stakeholder engagement. Companies with substantiated, assured esg metrics

performance outperform peers in capital markets valuation by 15-25% on average.
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The regulatory environment continues tightening: mandatory climate disclosure for large corporations,

mandatory human rights due diligence in EU/Canada, pay equity reporting requirements, and supply chain

transparency mandates create compliance imperatives alongside competitive advantage opportunities.

Organizations already implementing robust esg metrics governance and disclosure adapt faster to new

requirements and maintain stakeholder trust through transparent communication of progress and challenges.

Industry Standards & Regulatory References
Standard Governing Body What It Covers

GRI Universal Standards Global Reporting Initiative Comprehensive ESG reporting
framework

ISSB Standards International Sustainability Standards
Board

Global baseline for sustainability-related
financial information

SASB Standards Sustainability Accounting Standards
Board

Industry-specific ESG metrics material to
enterprise value

TCFD Recommendations Task Force on Climate-related Financial
Disclosures

Climate-specific ESG metrics and
disclosure

Related Reading on BCESG
•  ESG Metrics Guide

•  ESG Best Practices

•  Reporting Frameworks

Cross-Cluster Resources
•  Risk Coverage Hub – ESG Reporting

•  Continuity Hub – Resilience Planning

•  Sustainability Resource Hub – Frameworks

Key Terms Glossary
Materiality Assessment identifying which ESG issues have material impact on business performance and

stakeholder decision-making Double Materiality Analysis considering both company impact on

stakeholders/environment AND stakeholder impact on company GRI Standards Global Reporting Initiative

framework for comprehensive sustainability reporting across environmental, social, economic topics ISSB

Standards International Sustainability Standards Board framework establishing global baseline for climate and

sustainability disclosure Third-Party Assurance Independent verification of reported ESG metrics and data

quality by external auditors

Frequently Asked Questions

What frameworks should our organization use for esg metrics reporting?

Start with GRI universal standards as the comprehensive baseline, then add industry-specific SASB metrics and

TCFD/ISSB standards as applicable. The goal is integrated, double-materiality-informed reporting connecting

to business strategy and value creation.
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How do we identify material esg metrics issues?

Conduct materiality assessment surveying investors, employees, customers, communities, and other

stakeholders to identify most impactful issues. Plot findings on 2×2 matrix (business impact vs. stakeholder

concern) to prioritize board-level governance.

What are the consequences of non-compliance with esg metrics regulations?

EU CSRD non-compliance can result in fines up to 5% annual revenue; SEC climate rule violations expose

companies to enforcement action and shareholder litigation. Beyond legal/financial penalties, non-compliance

risks capital access, institutional investor divestment, and reputational damage.

How should we integrate esg metrics into strategy and governance?

Board-level ESG committee oversight, executive compensation tied to ESG metrics, cross-functional

governance structure, integration with risk management, and transparent reporting to stakeholders creates

accountability and drives sustainable value creation.

This watch page was generated for BCESG.org. Video sourced from YouTube. All external links are for

reference and education purposes.

For professional esg metrics guidance and strategy support, consult certified ESG consultants and advisors in

your region.

ESG Ratings and Scores: Methodology Differences, Provider Comparison,
and Rating Improvement Strategy
Source: https://bcesg.org/esg-ratings-scores-methodology-provider-comparison-improvement/ Published:

March 18, 2026

ESG Ratings and Scores: Methodology Differences, Provider Comparison, and Rating Improvement Strategy

Home > ESG Metrics > ESG Ratings and Scores

ESG Ratings and Scores: Methodology Differences, Provider Comparison,
and Rating Improvement Strategy
Published March 18, 2026 | BC ESG

ESG Ratings Definition: ESG ratings are third-party assessments of a company’s environmental, social, and

governance performance, typically expressed on numerical scales (0-100 or A-D letter grades) developed by

specialized rating providers. As of 2026, significant divergence remains among major providers (MSCI,

Sustainalytics, ISS ESG, CDP), with correlation coefficients around 0.6, highlighting the importance of

understanding each provider’s unique methodology, data sources, and assessment approaches.

The ESG Ratings Landscape and Divergence Challenge
ESG ratings have become central to investment decision-making, corporate strategy, and stakeholder

engagement. Yet a critical reality persists: two different rating providers can assign significantly different

scores to the same company. This divergence—with correlation coefficients hovering around 0.6 between

major providers—represents a substantial challenge for investors, corporations, and policymakers relying on
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these assessments.

The divergence stems from fundamental differences in methodology, data sources, weighting schemes, and

conceptual frameworks. Understanding these differences is essential for organizations seeking to improve their

ESG performance and for investors interpreting ESG ratings in investment analysis.

Major ESG Rating Providers

MSCI ESG Ratings

MSCI is the dominant ESG ratings provider, covering approximately 7,000 public companies globally. MSCI’s

approach emphasizes financially material issues.

•  Scale: 0-10 (AAA to CCC letter grades)

•  Methodology: Issues-based approach assessing company exposure to key ESG risks and management

effectiveness

•  Data sources: Company disclosures, regulatory filings, news sources, specialized databases, and

proprietary research

•  Sector focus: Identifies 30+ sector-specific ESG issues and weights them based on financial materiality

research

•  Time horizon: Emphasizes forward-looking indicators and emerging risks

•  Update frequency: Ratings updated continuously as new information emerges

Sustainalytics ESG Ratings

Sustainalytics, acquired by Morningstar in 2020, rates approximately 16,000 companies with emphasis on

impact materiality alongside financial materiality.

•  Scale: 0-100 (Risk Rating; lower scores indicate higher ESG risk)

•  Methodology: Risk-based framework assessing material ESG issues and management track record

•  Data sources: Company information, government databases, NGO reports, research institutions, and ESG

expert analysis

•  Sector approach: ESG issue relevance weighted by materiality for each sector

•  Stakeholder focus: Incorporates broader stakeholder perspectives beyond shareholders

•  Update frequency: Regularly updated with research and disclosure reviews

ISS ESG Ratings

ISS ESG (Institutional Shareholder Services) provides ratings for approximately 4,000 companies, commonly

used by institutional investors.

•  Scale: 1-10 (decile ranking; higher scores indicate better performance)

•  Methodology: Performance-based assessment comparing companies to peers on material ESG metrics

•  Data sources: Company sustainability reports, regulatory disclosures, third-party data, and ISS research

•  Benchmarking: Peer-relative performance assessment within industry groups
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•  KPI focus: Emphasizes specific, quantifiable key performance indicators

•  Governance strength: Detailed governance assessment informing voting recommendations

CDP Environmental Ratings

CDP focuses specifically on climate change, water security, and forest conservation, rating approximately

18,000 companies.

•  Scale: A-D letter grades (A being leadership performance, D being disclosure/awareness)

•  Methodology: Disclosure-based assessment of environmental risk management and strategy

•  Data sources: Direct company responses to detailed questionnaires

•  Thematic focus: Climate change (Scope 1, 2, 3 emissions), water management, forest supply chains

•  Action orientation: Assesses concrete actions and progress toward science-based targets

•  Investor engagement: Used by asset managers representing ~$130 trillion in assets

Understanding Rating Methodology Differences

1. Issue Selection and Materiality Determination

Different providers identify different issues as material to different sectors. MSCI’s financially material

approach may prioritize climate risks for oil companies while emphasizing supply chain labor practices for

apparel manufacturers. Sustainalytics broadens beyond financial materiality to include impact considerations.

ISS focuses on issues with measurable KPIs, while CDP specializes in environmental disclosure.

2. Data Sources and Information Availability

Provider differences in data sources significantly impact ratings. Organizations with comprehensive ESG

disclosures may score higher with disclosure-focused providers like CDP, while companies with strong

operational performance but limited disclosure may score better with providers emphasizing proprietary

research and regulatory data.

3. Weighting and Aggregation Methods

Providers weight ESG issues and metrics differently. Some use equal weighting across the three pillars; others

weight based on materiality assessment. Some aggregate component scores using mathematical formulas;

others apply qualitative judgment. These methodological choices significantly influence final ratings.

4. Time Horizons and Forward-Looking Assessment

MSCI emphasizes forward-looking risk indicators, while ISS focuses on current performance metrics. This

temporal difference can result in different ratings for the same company—one provider might rate highly a

company implementing strong transition plans (forward-looking), while another rates current emissions

performance (backward-looking).

5. Benchmarking and Comparative Assessment

ISS emphasizes peer-relative performance, meaning a company’s rating depends heavily on competitor

performance within the industry. Absolute-assessment providers rate companies against universal standards,

making geographic and industry comparisons more meaningful.
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Comparative Analysis: MSCI vs. Sustainalytics vs. ISS ESG
Dimension MSCI Sustainalytics ISS ESG

Scale 0-10 (AAA-CCC) 0-100 (Risk Rating) 1-10 (Decile)

Coverage ~7,000 companies ~16,000 companies ~4,000 companies

Primary Focus Financial Materiality Financial + Impact Materiality Comparative Performance

Update Frequency Continuous Regularly Annually/As updated

Governance Depth Standard Comprehensive Detailed (voting focus)

Disclosure Emphasis Moderate High Moderate

Rating Divergence: Causes and Implications

Root Causes of Low Correlation (~0.6)

The approximately 0.6 correlation coefficient between major ESG rating providers indicates substantial

divergence. Key causes include:

•  Issue selection: Providers identify different material issues for the same company

•  Data gaps: Incomplete company disclosure requires different providers to make different assumptions

•  Weighting differences: Different mathematical approaches to combining component scores

•  Conceptual frameworks: MSCI’s financial focus differs from Sustainalytics’ impact consideration

•  Update timing: Different refresh cycles mean providers work with different-vintage data

•  Expert judgment: Proprietary research and judgment calls vary across providers

Practical Implications for Organizations

ESG rating divergence creates several challenges:

•  Conflicting signals: A company receiving AAA from MSCI but low ratings from others sends mixed

market signals

•  Investor confusion: Portfolio construction and risk assessment become more complex with divergent

ratings

•  Corporate strategy: Organizations face ambiguity about which ESG issues require priority focus

•  Capital access: Different investors using different rating providers may value the company differently

Strategies to Improve ESG Ratings

1. Comprehensive ESG Disclosure and Transparency

The single most impactful strategy is comprehensive ESG disclosure. Specific actions include:

•  Publish detailed sustainability reports aligned with GRI Standards for transparency

•  Respond comprehensively to CDP questionnaires (especially critical for climate ratings)

•  Disclose material metrics across all ESG dimensions with multi-year historical data

•  Implement third-party verification and assurance of ESG data (accounting firm or specialized auditor)
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•  Respond to investor ESG questionnaires and information requests promptly

•  Maintain dedicated investor relations resources for ESG inquiries

2. Conduct Double Materiality Assessment

As detailed in the Double Materiality Assessment guide, organizations should conduct comprehensive

assessments to identify material issues. This provides a foundation for strategic ESG priorities aligned with

rating provider focuses.

3. Set Science-Based Targets and Measure Progress

All major rating providers reward organizations with clear, measurable targets and demonstrated progress:

•  Climate: Set science-based targets (SBTi) covering Scope 1, 2, and 3 emissions with clear interim

milestones

•  Water: Establish reduction targets if material to operations

•  Diversity: Set quantifiable diversity and inclusion targets with accountability mechanisms

•  Governance: Implement specific governance improvements (board composition, executive compensation

linkage, risk oversight)

4. Strengthen Governance Systems and Processes

Governance is increasingly important in ESG ratings. Key improvements include:

•  Board composition: Diverse boards (gender, ethnicity, expertise) with independent oversight

•  Board committees: Dedicated ESG, sustainability, or risk committees with clear authority

•  Executive compensation: Link executive pay to ESG performance metrics

•  Risk management: Formal enterprise risk management including ESG risks

•  Ethical business practices: Anti-corruption policies, ethics training, whistleblower programs

•  Regulatory compliance: Track and minimize violations across all regulatory areas

5. Implement Effective Supply Chain Management

Supply chain social and environmental performance increasingly impacts ratings:

•  Supplier assessment: Comprehensive ESG assessment of critical suppliers

•  Labor practices: Audits ensuring fair wages, working hours, and safety across supply chain

•  Environmental standards: Supplier compliance with environmental regulations and improvement targets

•  Grievance mechanisms: Accessible channels for stakeholders to report supply chain concerns

•  Remediation: Documented process for addressing identified supply chain issues

6. Develop Material-Specific Improvement Programs

Organizations should prioritize specific actions relevant to their industry and material issues:

•  Energy-intensive sectors: Renewable energy adoption, energy efficiency investments, Scope 3 emissions

reduction
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•  Labor-intensive sectors: Living wages, worker development, supply chain labor practices

•  Financial services: Responsible lending policies, sustainable finance instruments, ESG risk integration

•  Tech companies: Data privacy, responsible AI, supply chain transparency

7. Engage Directly with Rating Providers

Proactive engagement with rating providers can improve ratings:

•  Correct factual inaccuracies in published ratings through formal feedback processes

•  Provide missing data and updated information that rating providers may not have accessed

•  Explain strategic decisions and context that may not be apparent from public disclosures

•  Understand each provider’s specific priorities and weighting systems

•  Monitor rating updates and emerging assessment areas

Provider-Specific Optimization Strategies

For MSCI ESG Ratings Improvement

•  Focus on financially material risks identified through formal materiality assessment

•  Demonstrate management effectiveness through quantified metrics and targets

•  Provide forward-looking information about risk mitigation and emerging opportunities

•  Address key risk areas specific to your industry sector

For Sustainalytics Rating Improvement

•  Disclose both financial and impact materiality through comprehensive sustainability reports

•  Document stakeholder engagement and responsiveness processes

•  Demonstrate governance systems and risk management effectiveness

•  Address both shareholder and broader stakeholder concerns

For ISS ESG Rating Improvement

•  Focus on quantifiable KPIs with peer-competitive benchmarking

•  Ensure governance quality, board independence, and executive compensation alignment

•  Provide detailed performance data comparing to industry peers

•  Demonstrate governance best practices beyond minimum legal requirements

For CDP Climate Leadership

•  Complete CDP Climate questionnaire comprehensively (response is critical for any climate rating)

•  Disclose Scope 1, 2, and 3 emissions with transparency about data sources and boundaries

•  Set science-based targets aligned with SBTi requirements

•  Demonstrate concrete actions and progress on emissions reduction pathways

•  Develop climate governance structures with board-level oversight
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Frequently Asked Questions
Q: Why do ESG ratings diverge so significantly?

ESG rating divergence stems from fundamental differences in methodology, data sources, materiality

frameworks, and weighting schemes. Providers emphasize different issues, use different data (some proprietary,

some public), and aggregate scores differently. Financial materiality providers (MSCI) focus on

investor-relevant issues, while impact-oriented providers (Sustainalytics) consider broader stakeholder

concerns.

Q: Should organizations focus on improving specific provider ratings?

Rather than chasing individual provider ratings, organizations should focus on genuine ESG performance

improvement addressing material issues identified through double materiality assessment. Good underlying

ESG performance typically improves ratings across providers, though understanding each provider’s focus

areas helps with strategic disclosure and engagement priorities.

Q: Is ESG disclosure as important as actual ESG performance?

Both matter. However, rating providers can only assess what they can measure, and inadequate disclosure

automatically limits ratings regardless of underlying performance. Comprehensive disclosure paired with solid

performance produces the highest ratings. Some discrepancies exist where strong performance goes

unrecognized due to poor disclosure, or weak performance benefits from selective disclosure.

Q: How frequently should organizations review their ESG ratings?

Most rating providers update ratings annually or semi-annually. Organizations should review ratings at least

quarterly to track trends, understand rating drivers, identify data gaps, and respond to material changes. Regular

engagement with rating providers helps organizations understand their assessment logic and optimize their ESG

strategies accordingly.

Q: Can organizations improve ratings through disclosure without underlying performance
improvement?

Short-term yes, but this creates reputational risk. Better disclosure may improve ratings if previous ratings were

based on incomplete information. However, sustained rating improvement requires underlying ESG

performance improvements. Ratings eventually decline if organizations disclose well but don’t deliver

performance, damaging credibility with investors.

Related Resources
•  Double Materiality Assessment: Methodology and CSRD Compliance

•  KPI Design for ESG Performance: Leading and Lagging Indicators

•  ESG Metrics: The Complete Professional Guide

About this article: Published by BC ESG on March 18, 2026. Updated October 6, 2026. This comprehensive

guide analyzes ESG rating methodologies from major providers including MSCI, Sustainalytics, ISS ESG, and

CDP, with detailed strategies for improving ratings. Content reflects provider methodologies and industry best

practices current as of 2026.
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Related: ESG Ratings Compared: MSCI vs Sustainalytics vs ISS ESG vs CDP vs EcoVadis (2026

Methodology Guide).

DEI Metrics and Measurement: Workforce Data, Pay Equity Analysis, and
ESG Reporting Requirements
Source: https://bcesg.org/dei-metrics-measurement-workforce-data-pay-equity-esg-reporting/ Published:

March 18, 2026

Home > DEI > Metrics and Measurement

DEI Metrics and Measurement: Workforce Data, Pay Equity Analysis, and
ESG Reporting Requirements
Updated October 6, 2026.

If you report workforce and pay equity metrics for ESG or CSRD, this guide maps GRI 405/406, EEO-1,
and pay-equity analysis to disclosure-ready data.

Published: March 18, 2026 | Publisher: BC ESG at bcesg.org | Category: DEI

Definition: DEI metrics and measurement encompasses the systematic collection, analysis, and disclosure of

workforce diversity data, pay equity assessments, and inclusion metrics that enable organizations to identify

disparities, track progress, and demonstrate accountability. Key frameworks include GRI 405 (Diversity and

Equal Opportunity) and GRI 406 (Non-Discrimination), EEO-1 regulatory reporting (US), emerging pay

transparency directives (EU, UK, Canada, California), and ESG reporting standards (CSRD, ISSB S2).

Effective measurement integrates disaggregated demographic data, statistical pay equity analysis,

representation targets, and intersectional perspectives to inform strategic DEI initiatives and meet stakeholder

expectations for authentic, measurable progress.

Workforce Diversity Data Collection Framework

Demographic Categories and Definitions

GRI 405 establishes standard demographic categories: gender, age, ethnicity/race, disability status, and veteran

status (US context). Organizations should collect data across these dimensions at hire, annually, and at key

career transitions (promotion, departure). Data granularity matters—”white” and “non-white” categories lack

precision; detailed ethnic/racial categories (Asian, Black/African, Hispanic/Latino, Middle Eastern/North

African, Indigenous, Two or More Races, etc.) enable meaningful analysis and accountability. Gender

categories should accommodate non-binary and transgender identity, reflecting evolving workforce

composition. Disability and neurodivergence data illuminates physical accessibility and cognitive inclusion

gaps.

Collection Methods and Privacy Protection

Effective data collection balances comprehensiveness with privacy protection. Methods include

self-identification surveys (confidential, accurate, voluntary), application form collection (at hire, with

consent), census surveys (periodic comprehensive demographic collection), and third-party verification

(external DEI audits). Privacy protections must include data security (encrypted, anonymized where possible),
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limited access (confidential HR-level only), and transparent governance clarifying how data is used. Employees

must understand confidentiality guarantees; organizations should address historical concerns around

demographic data creating discrimination risk.

Data Disaggregation and Representation Tracking

Raw headcount diversity reveals little without disaggregation. Organizations must track demographic

representation by:

•  Organizational Level: Executive leadership, management, professional, technical, support roles

•  Department/Function: Engineering, finance, sales, operations, HR

•  Geographic Region: US, Europe, Asia, developing markets

•  Employment Type: Full-time permanent, part-time, contractor, contingent

•  Career Stage: Hire, promotion, retention, departure

Disaggregated data reveals where disparities concentrate—e.g., women constitute 40% of hires but 20% of

engineering promotions; Black employees represent 5% of technical roles vs. 8% of company average. This

specificity enables targeted interventions.

Pay Equity Analysis and Compliance

Statutory Pay Transparency Requirements

The global regulatory landscape for pay transparency expanded dramatically. The EU Pay Transparency

Directive, effective June 2026, requires all EU employers with 50+ employees to disclose average salary

information by gender and job category, enabling employees and regulators to identify pay disparities. The UK

Gender Pay Gap Reporting requirement (2017, strengthened 2026) mandates mean and median gender pay gap

disclosure for 250+ employee organizations. California (2018), Washington (2020), and expanding US states

require pay range disclosure in job postings. Canada implemented pay transparency requirements (2024). This

regulatory trend toward mandatory transparency makes pay equity analysis non-negotiable for global

organizations.

Statistical Pay Equity Analysis Methodology

Rigorous pay equity analysis requires statistical control for legitimate pay variation drivers (experience, tenure,

education, job category, performance rating, location). Methodology:

•  Regression Analysis: Model compensation as function of job category, experience, education,

performance, and demographic variables; coefficient on demographic variable represents unexplained

compensation disparity adjusting for legitimate factors

•  Cohort Comparison: Compare similarly positioned employees (same job, location, tenure, performance)

to identify outlier pay disparities

•  Intersectional Analysis: Examine pay gaps for combinations (e.g., women of color, LGBTQ+

individuals) rather than single demographic dimensions

•  Pay Grade Distribution: Analyze representation within each salary band; demographic concentration in

lower bands indicates structural pay inequity
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Identifying and Addressing Pay Gaps

Statistical pay equity analysis reveals “unexplained variance”—compensation differences not attributable to job

category, experience, or performance. Unexplained variance suggests discrimination or systemic

undervaluation. Organizations should:

•  Set materiality threshold (e.g., >3% unexplained variance triggers review and remediation)

•  Investigate root causes (salary negotiation disparities, historical underpayment, role misclassification)

•  Implement remediation budget (2-3% of payroll to correct identified gaps)

•  Establish annual review cycle ensuring new pay decisions maintain equity

•  Track remediation progress and publish pay equity reports demonstrating progress

GRI 405 and GRI 406 Reporting Standards

GRI 405: Diversity and Equal Opportunity

GRI 405 requires disclosure of:

Metric Requirement

Workforce diversity % women, ethnicity, age groups, disability, by management
level

Gender pay equity Ratio of women to men pay, by job category

Representation targets Goals for underrepresented groups; tracking progress

Non-discrimination policy Governance mechanisms ensuring equal opportunity

GRI 406: Non-Discrimination

GRI 406 requires disclosure of:

•  Incidents of discrimination and corrective actions taken

•  Grievance mechanisms for reporting discrimination

•  Training on non-discrimination for managers and workforce

•  Diversity and inclusion policies governing recruitment, promotion, compensation

EEO-1 and Regulatory Compliance (US Context)
US employers with 100+ employees must file annual EEO-1 reports with the EEOC, detailing workforce

composition by job category and demographic group (gender, race/ethnicity). The Affirmative Action Program

(AAP) for federal contractors requires further workforce analysis and goal-setting. These regulatory

requirements establish baseline diversity accountability in the US market. However, regulatory reporting lags

behind ESG investor expectations—many companies now disclose more granular diversity metrics than legally

required, responding to investor demand for transparency.

ESG Reporting and CSRD Disclosure Requirements

CSRD Social Metrics
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The EU Corporate Sustainability Reporting Directive (CSRD), phased in under CSRD as of 2026, requires

disclosure of social metrics including pay equity, gender representation in management, and discrimination

incidents. CSRD mandates double materiality assessment—assessing which DEI metrics are material to

financial performance and which are material to societal impact. This expands DEI measurement beyond

compliance to strategic financial materiality.

ISSB S1 Social Factors (Proposed)

While ISSB S2 (Climate) has been formalized, ISSB S1 (Social Factors) including DEI, human rights, and

labor practices remains under development (2026 target). Expectation is that ISSB S1 will mandate DEI

disclosure similar to S2 climate requirements—scenario-based materiality assessment, governance, risk

management, and metrics.

Best Practices in DEI Metrics and Measurement

Integrated Data Systems

Effective DEI measurement requires integrated HR data systems enabling granular analysis without manual

compilation. HRIS systems should capture demographic data, compensation, tenure, performance ratings, and

career progression linked by individual (while maintaining privacy). This enables automated pay equity

analysis, representation tracking, and trend reporting.

External Audit and Certification

Many organizations engage external DEI auditors (e.g., EqualPayDay, PayScale, ERI, Workable) to conduct

independent pay equity analysis, workforce demographic assessment, and policy review. External audits

provide credibility, identify blind spots, and establish benchmark comparisons.

Transparent Public Reporting

Leading organizations publish detailed diversity reports disaggregated by department, level, and demographic

dimension, enabling employees and external stakeholders to assess progress. Transparency creates

accountability and builds credibility. However, some organizations balance transparency with privacy

concerns—publishing aggregate data without identifying individual employees.

Representation Targets and Accountability

Many organizations establish representation targets (e.g., women in 40% of management roles by 2030,

underrepresented ethnic minorities in 25% of technical roles by 2028) with executive accountability and budget

allocation toward achievement. Targets must be aspirational but credible, tied to business outcomes, and

monitored quarterly.

Related Content:

•  Inclusive Governance: Board Diversity, Representation Targets, and Accountability Frameworks

•  Supplier Diversity Programs: Economic Inclusion, Certification, and Procurement Strategy

•  DEI in ESG: The Complete Professional Guide (2026)

Frequently Asked Questions
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Q: What demographic categories should organizations collect in DEI data?

A: GRI 405 establishes standards: gender (including non-binary), age groups (under 30, 30-50, 50+),

ethnicity/race (detailed categories), disability status, and veteran status (US). Organizations should collect at

hire and annually, with voluntary self-identification and strong privacy protections. More granular categories

enable meaningful analysis; broad categories (“white” vs. “non-white”) provide little insight into representation

or pay disparity.

Q: How should organizations conduct rigorous statistical pay equity analysis?

A: Regression analysis is the gold standard—model compensation as function of job category, tenure,

experience, education, performance, and location, then assess coefficient on demographic variables to quantify

unexplained compensation variance. Establish materiality threshold (e.g., >3% unexplained variance);

investigate root causes; implement remediation budget; track progress. Annual pay equity audits (internal or

external) maintain accountability. EU Pay Transparency Directive (effective June 2026) increasingly mandates

this rigor for 50+ employee organizations.

Q: What are the key ESG reporting requirements for DEI metrics?

A: CSRD (phased in under CSRD as of 2026) requires pay equity disclosure, gender representation in

management, and discrimination incidents. GRI 405/406 mandates workforce diversity disaggregated by level,

gender pay ratio, representation targets, and non-discrimination governance. ISSB S1 (under development,

2026 target) is expected to add mandatory DEI disclosure requirements similar to S2 climate. Organizations

should prepare comprehensive DEI metrics aligned with these standards.

Q: How do organizations balance DEI data transparency with employee privacy?

A: Best practices include: (1) aggregate reporting (no individual identifiers); (2) de-identification (small groups

merged to prevent identification); (3) limited access (demographic data confined to HR and executive

leadership); (4) secure systems (encrypted, access-logged); (5) transparent governance (clear policy on data

use); (6) employee communication (assurance that data enables equity, not discrimination). External audits can

provide third-party credibility while protecting individual privacy.

Q: What is the EU Pay Transparency Directive and why does it matter?

A: The EU Pay Transparency Directive, effective June 2026, requires all EU employers with 50+ employees to

disclose average salary information by gender and job category. This enables employees to identify gender pay

disparities and supports regulatory enforcement of pay equity. The directive shifts pay equity from optional

disclosure to mandatory regulatory requirement, affecting all large employers with EU operations.

Organizations should implement pay equity analysis and remediation programs in advance of June 2026

deadline.

Q: How should organizations establish credible DEI representation targets?

A: Targets should be: (1) Aspirational but achievable (requiring genuine effort, not easily surpassed); (2)

Evidence-based (benchmarked against labor market availability and peer companies); (3) Disaggregated by role

level and function (different targets for management vs. technical roles reflect different talent pools); (4)

Time-bound (specific deadlines driving urgency); (5) Accountable (linked to executive compensation, board

oversight); (6) Transparent (published publicly). Examples: “Women in 40% of management roles by 2030,”
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“Underrepresented minorities in 30% of senior leadership by 2028.” Targets must progress toward

representativeness without creating quotas that invite legal challenge.

Workplace Health, Safety, and Wellbeing: ISO 45001, Psychosocial Risk, and
ESG Reporting Metrics
Source: https://bcesg.org/workplace-health-safety-wellbeing-iso-45001-psychosocial-risk-esg/ Published:

March 18, 2026

Workplace Health, Safety, and Wellbeing: ISO 45001, Psychosocial Risk, and ESG Reporting Metrics

Home / Social Responsibility / Workplace Health and Safety

Workplace Health, Safety, and Wellbeing: ISO 45001, Psychosocial Risk, and
ESG Reporting Metrics
By BC ESG | Published March 18, 2026 | Updated March 18, 2026

Workplace health and safety (OHS) encompasses systems, policies, and practices to prevent work-related

injury, illness, and fatality. Beyond traditional safety (hazard elimination, personal protective equipment,

incident investigation), contemporary OHS includes psychosocial wellbeing—managing workplace stress,

mental health, work-life balance, and organizational culture to prevent psychological harm. ISO 45001:2018,

the international occupational health and safety management standard, provides systematic framework;

psychosocial risk management (ISO 45003, emerging standard) addresses psychological stressors including

workload, job control, organizational change, bullying, and discrimination. ISSB IFRS S1 expects

organizations to disclose material OHS performance and human capital development, integrating health and

safety into enterprise value creation and risk management.

ISO 45001:2018 Framework and Implementation

Core Elements of ISO 45001

ISO 45001 adopts Plan-Do-Check-Act (PDCA) structure and requires organizations to establish occupational

health and safety management systems (OHSMS) addressing:

Context and Scope

Organizations must understand internal and external context: business environment, stakeholder expectations,

regulatory requirements, supply chain characteristics, and organizational capabilities. Scope defines operational

boundaries (all facilities or specific ones), workforce coverage (employees only or contractors/temporary

workers), and hazard types addressed.

Hazard Identification and Risk Assessment

Organizations systematically identify hazards (sources of potential harm) and assess risks (probability and

severity of harm). Risk assessment methodology should include:

•  Hazard types: Physical (machinery, electrical, chemical), biological (pathogens), ergonomic (repetitive

motion, manual handling), psychosocial (stress, harassment, violence)
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•  Risk prioritization: High-consequence/low-probability risks (catastrophic injury) and

high-probability/moderate-consequence risks (chronic illness) both require control

•  Vulnerable groups: Pregnant workers, young workers, workers with disabilities, migrant workers, night

shift workers, lone workers require special consideration

Controls and Hierarchy of Controls

Organizations implement controls following the hierarchy:

•  Elimination: Remove the hazard (most effective; e.g., stop using toxic chemicals)

•  Substitution: Replace hazard with less dangerous alternative (e.g., non-toxic cleaner)

•  Engineering controls: Isolate hazard through design (machine guards, ventilation, containment)

•  Administrative controls: Work procedures, training, rotation to reduce exposure (temporary or

incomplete control)

•  Personal Protective Equipment (PPE): Last resort; protects worker but doesn’t eliminate hazard

Competence and Training

Organizations ensure workers have competence to work safely: training on hazard recognition, safe procedures,

emergency response. Training should be documented, regularly refreshed, and verified as effective through

competency assessments and on-the-job observation.

Emergency Preparedness and Response

Organizations plan for and test emergency response: fire evacuation, chemical spills, medical emergencies,

natural disasters. Emergency plans should include communication, evacuation routes, first aid, business

continuity, and post-incident investigation and learning.

Incident Investigation and Continuous Improvement

When incidents occur (near-misses, injuries, illnesses), organizations investigate root causes and implement

preventive actions. Incident data aggregation identifies patterns and trends, driving systemic improvements

(equipment redesign, process changes, training enhancement).

Consultation and Worker Participation

ISO 45001 emphasizes worker voice in OHS decision-making: involvement in hazard identification, risk

assessment, control design, training development, and incident investigation. Effective worker participation (vs.

perfunctory) improves control relevance and increases buy-in, strengthening safety culture.

Psychosocial Risk Management (ISO 45003)

Defining Psychosocial Hazards and Risks

Psychosocial hazards are aspects of work design, organization, management, and social environment that can

cause psychological or physical harm. The ISO 45003:2023 (recently released) framework addresses:

Work Intensity and Workload

Hazard: Excessive workload, time pressure, unrealistic deadlines, insufficient time for breaks/recovery.
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Health impact: Stress, fatigue, anxiety, burnout, cardiovascular disease, musculoskeletal disorders.

Controls: Workload assessment, adequate staffing/resources, realistic scheduling, flexibility for rest breaks,

workload monitoring.

Control and Influence Over Work

Hazard: Lack of participation in decisions affecting work, limited autonomy, micromanagement, inability to

influence work methods.

Health impact: Psychological distress, disengagement, burnout, depression.

Controls: Decision-making participation, job autonomy, feedback on performance, career development

pathways.

Organizational Change and Instability

Hazard: Frequent restructuring, unclear organizational direction, frequent leadership changes, job insecurity,

contract instability.

Health impact: Anxiety, depression, stress-related illness, reduced engagement and productivity.

Controls: Change management planning, transparent communication about direction and changes, job security

where feasible, support during transitions.

Interpersonal Conflict and Harassment

Hazard: Bullying, harassment (sexual, racial, etc.), aggressive management styles, interpersonal conflict, lack

of supportive team culture.

Health impact: Anxiety, depression, PTSD, burnout, physical health consequences, attrition.

Controls: Code of conduct, harassment policies with clear reporting/investigation, training on respectful

workplaces, leadership coaching, bystander intervention programs, zero-tolerance enforcement.

Role Ambiguity and Conflict

Hazard: Unclear job expectations, conflicting demands, role conflict (e.g., safety vs. production pressure).

Health impact: Stress, anxiety, reduced performance, turnover.

Controls: Clear job descriptions, role clarification, conflict resolution processes, management training on role

clarity.

Inadequate Support and Resources

Hazard: Lack of management support, inadequate tools/equipment, limited training, isolation (especially for

remote/lone workers).

Health impact: Stress, reduced capability/competence, burnout.

Controls: Management development, adequate tools/resources, accessible training, connectivity for remote

workers, check-in mechanisms.

Psychosocial Risk Assessment Methodology
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Organizations assess psychosocial risk through:

•  Employee surveys: Validated questionnaires (e.g., Copenhagen Psychosocial Questionnaire, General

Health Questionnaire) measuring stress, control, support, job satisfaction. Frequency: annual or biennial;

compare across departments/tenure to identify hotspots.

•  Focus groups and interviews: Qualitative exploration of stressors, coping mechanisms, support

adequacy. Especially valuable for identifying contextual factors.

•  Absence and health data: Track absenteeism, turnover, workers’ compensation claims for psychological

injuries, healthcare utilization patterns. Elevated rates signal psychosocial risk.

•  Workplace culture assessment: Evaluate management style, psychological safety, trust, fairness,

inclusion through survey and interview.

Mental Health and Wellbeing Programs

Holistic Wellbeing Strategy

Organizations should integrate mental health into broader wellbeing:

•  Prevention (primary): Address root causes—hazard elimination, workload management, supportive

culture, training, leadership development

•  Early intervention (secondary): Mental health screening, stress management training, resilience

coaching, peer support programs

•  Treatment and support (tertiary): Employee assistance programs (EAPs), counseling, mental health

services, accommodation for diagnosed conditions

Employee Assistance Programs (EAPs)

EAPs provide confidential, short-term counseling for personal/work issues: stress, anxiety, depression,

substance abuse, family problems, financial concerns. Key features:

•  Confidentiality (independent provider; employer anonymized); no disciplinary consequence for utilizing

EAP

•  Accessibility: phone/web-based, multiple counselors, multiple languages, accessible hours

•  Referral to specialized care if needed (psychiatry, long-term therapy)

•  Usage tracking (aggregate level) to monitor uptake and ROI

Mental Health Training and Awareness

Organizations should train all leaders and managers in mental health awareness: recognizing signs of

psychological distress, having supportive conversations, accessing resources, reducing stigma. “Mental health

first aid” training equips leaders to respond compassionately to workers in distress.

Flexible Work and Workload Management

Policies supporting work-life balance: flexible schedules, remote work options, reasonable working hours,

parental leave, sabbaticals. Flexibility reduces burnout risk and improves retention, particularly for

caregiving-responsible workers.
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Health and Safety Performance Metrics and Reporting

Traditional OHS Metrics

Injury and Illness Rates

Lost Time Injury Frequency Rate (LTIFR): (Number of lost-time injuries / Total hours worked) ×

1,000,000. Measures serious injuries requiring absence from work. Industry comparisons enable benchmarking.

Total Recordable Incident Rate (TRIR): Includes all work-related injuries requiring medical treatment or

work restriction, not just lost-time injuries. Captures broader injury incidence.

Fatality Rate: Work-related fatalities per million hours worked. Any fatality is significant; aggregated,

industry fatality rates reveal high-risk sectors.

Absence Due to Illness and Injury

Days lost to injury/illness: Total person-days absent due to work-related or work-aggravated incidents,

normalized per 100 workers. Captures impact beyond immediate injury.

Return-to-work rate: Percentage of injured workers returning to work. Delayed return indicates injury

severity or inadequate accommodation.

Psychosocial and Wellbeing Metrics (Emerging)

Psychological distress indicator: Percentage of workers screening positive for depression, anxiety, stress

(from surveys). Target: declining trend toward industry/regional benchmarks.

Workplace culture score: Aggregate score from psychosocial risk assessment (control, support, fairness,

inclusion). Target: year-over-year improvement and above-industry-average.

EAP utilization rate: Percentage of workforce accessing EAP services annually. Typical range: 5-10%. Low

utilization may signal accessibility barriers or stigma.

Mental health leave: Percentage of leave taken for mental health reasons. Increasing trend may signal

improvement in normalization/reporting rather than worsening conditions, especially if coupled with declining

psychological distress metrics.

Leading Indicators (Predictive of Future Incidents)

•  Safety training completion rate: % of workforce completing required safety training. Target: 100%.

•  Hazard reports and corrective actions: Number of hazards identified and controls implemented.

Organizations with high-reporting culture demonstrate strong safety engagement.

•  Near-miss reporting: Incidents without injury; indicate controls are catching hazardous situations.

Higher reporting reflects stronger safety awareness.

•  Safety audit findings: Gap analysis vs. standards; identifies systemic improvement needs.

•  Turnover (especially of experienced workers): High turnover can signal poor workplace culture,

management issues, or inadequate compensation.

GRI 403 and ISSB IFRS S1 Alignment
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GRI 403: Occupational Health and Safety (2018)

GRI 403 requires disclosure of:

•  OHS management system: approach, scope, worker participation

•  Hazard identification and risk assessment: methodology, key hazards addressed

•  Worker training: coverage and effectiveness

•  Incident management: investigation process, reporting

•  Performance: injury/illness rates (LTIFR, TRIR), fatalities, aggregate days lost; comparison to prior

periods and industry benchmarks

•  Accessibility for workers with disabilities and other accommodations

ISSB IFRS S1: Human Capital and Workplace Conditions

ISSB IFRS S1 expects disclosure of material human capital impacts:

•  OHS governance and strategy alignment with enterprise value

•  Material OHS risks and mitigation effectiveness

•  Psychosocial wellbeing programs and outcomes (stress, mental health, engagement)

•  Quantitative health and safety metrics (injury rates, wellbeing indicators)

•  Workforce diversity and inclusion (demographic data, pay equity)

•  Training and development investment (hours, investment, outcomes)

Frequently Asked Questions
How should organizations balance production pressure with safety priorities?

Safety must be non-negotiable: production targets should never override safety controls or justify worker risk.

Organizations should set production targets that do not require unsafe practices (excessive overtime, hazard

shortcuts). When conflicts arise (e.g., urgent customer order vs. safety), senior leadership must visibly prioritize

safety (delay order, increase resources rather than cut corners). Safety culture is strengthened when workers see

management choosing safety over profit.

What is the difference between LTIFR and TRIR, and which is more important?

LTIFR captures serious injuries requiring time away from work; TRIR includes all recordable injuries

(requiring medical treatment or work restriction). TRIR is broader and reflects overall injury risk; LTIFR

focuses on serious/severe incidents. Both metrics are important: TRIR identifies hazard frequency; LTIFR

identifies severity. Organizations should track and report both, comparing against industry benchmarks to

assess performance.

How should organizations handle incidents involving near-misses vs. actual injuries?

Near-misses are valuable learning opportunities: they reveal hazardous conditions before someone is harmed.

Organizations with strong safety cultures investigate and report near-misses thoroughly, just as they do injuries.

Near-miss reporting demonstrates hazard awareness and prevents future incidents. Conversely, if injury rates

are low but near-miss reporting is also low, the organization may have poor hazard awareness and
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underreporting risk.

How can organizations address psychosocial risk without reducing accountability and performance

expectations?

Psychosocial risk management is not about lowering expectations but ensuring expectations are reasonable and

achievable with adequate resources, support, and autonomy. Organizations can simultaneously demand high

performance and support worker wellbeing by: setting clear, achievable goals; providing

coaching/development; ensuring adequate staffing and tools; recognizing effort and progress; allowing work

flexibility; and supporting workers experiencing difficulty. This approach typically improves performance

while reducing burnout.

Should organizations disclose psychological injury rates and mental health metrics publicly?

Yes, ISSB IFRS S1 expects disclosure of material human capital impacts, including wellbeing. Organizations

should disclose psychosocial risk assessment methodology, key stressors identified, mitigation strategies, and

outcome metrics (e.g., aggregate wellbeing scores, EAP utilization, absence trends) while maintaining

individual confidentiality. Public disclosure demonstrates governance commitment and enables stakeholder

assessment of management effectiveness.

Connecting Related ESG Topics
Workplace health and safety integrates with broader social responsibility and human capital management.

Explore related resources:

•  Supply Chain Human Rights Due Diligence — occupational safety standards in supply chain

•  Community Impact Assessment and Social License to Operate — worker and community health impacts

•  Governance in ESG: The Complete Professional Guide — board accountability for workplace health

•  Social Responsibility in ESG: The Complete Professional Guide (2026) — comprehensive social ESG

strategy

Published by: BC ESG (bcesg.org) | Date: March 18, 2026

Standards Referenced: ISO 45001:2018 (Occupational Health and Safety Management), ISO 45003:2023

(Psychosocial Risk Management), GRI 403 (Occupational Health and Safety), ISSB IFRS S1 (Human Capital),

ILO Conventions (occupational safety and health)

Reviewed and updated: March 18, 2026 reflecting ISO 45003 publication and ISSB IFRS S1 integration of

psychosocial wellbeing into enterprise value assessment

Carbon Accounting and Scope 1, 2, 3 Emissions: Measurement, Reporting,
and Reduction Strategies
Source: https://bcesg.org/carbon-accounting-scope-1-2-3-emissions-measurement-reporting-reduction/

Published: March 18, 2026

Carbon Accounting and Scope 1, 2, 3 Emissions: Measurement, Reporting, and Reduction Strategies

Home / Environmental ESG / Carbon Accounting
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Carbon Accounting and Scope 1, 2, 3 Emissions: Measurement, Reporting,
and Reduction Strategies
By BC ESG | Published March 18, 2026 | Updated October 6, 2026

Carbon accounting is the systematic measurement, quantification, and reporting of an organization’s

greenhouse gas (GHG) emissions across three scopes as defined by the GHG Protocol Corporate Standard.

Scope 1 encompasses direct emissions from company-owned or controlled sources; Scope 2 covers indirect

emissions from purchased electricity, steam, and heat; and Scope 3 includes all other indirect emissions

throughout the value chain. Accurate carbon accounting is fundamental to ISSB IFRS S2 climate-related

financial disclosures, enabling organizations to identify hotspots, set science-based targets, and demonstrate

compliance with evolving regulations including the EU CSRD and UK SRS.

Understanding the GHG Protocol Framework
The GHG Protocol Corporate Standard, developed by the World Resources Institute and the World Business

Council for Sustainable Development, remains the global baseline for carbon accounting. Organizations must

establish clear organizational and operational boundaries, select appropriate consolidation approaches (equity

share, financial control, or operational control), and apply consistent methodology across reporting periods.

Scope 1: Direct Emissions

Scope 1 emissions result directly from sources owned or controlled by the reporting organization. These

include:

•  Stationary combustion (boilers, furnaces, turbines at owned facilities)

•  Mobile combustion (company vehicles, aircraft, vessels)

•  Process emissions (chemical reactions in production; e.g., cement, steel manufacturing)

•  Fugitive emissions (intentional or unintentional releases; e.g., refrigerant leaks, methane from natural gas

systems)

Scope 1 typically represents 5-40% of total emissions, depending on the industry. Capital-intensive

manufacturing, energy, and transport sectors typically report higher Scope 1 percentages.

Scope 2: Indirect Energy Emissions

Scope 2 covers indirect emissions from the generation of purchased or acquired electricity, steam, heat, and

cooling. Organizations must apply either the market-based method (reflecting actual contracted renewable

energy purchases) or the location-based method (using average grid emission factors). The GHG Protocol

requires dual reporting; many investors and regulators now expect market-based figures under ISSB IFRS S2

and EU CSRD frameworks.

Scope 2 often comprises 20-60% of organizational emissions and offers substantial decarbonization potential

through renewable energy procurement, energy efficiency investments, and power purchase agreements

(PPAs).

Scope 3: Value Chain Emissions
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Scope 3 represents all other indirect emissions in an organization’s value chain. The GHG Protocol defines 15

Scope 3 categories:

•  Upstream (1-8): Purchased goods and services, capital goods, fuel and energy-related activities, upstream

transportation and distribution, waste, business travel, employee commuting, upstream leased assets

•  Downstream (9-15): Downstream transportation and distribution, processing of sold products, use of sold

products, end-of-life treatment, downstream leased assets, franchises, investments

Scope 3 typically comprises 70-90% of organizational emissions, particularly for technology, retail, FMCG,

and financial services sectors. Effective Scope 3 management requires robust supply chain engagement and

materiality assessment.

Measurement Methodologies and Data Quality
Accurate carbon accounting demands rigorous methodologies and primary data where feasible. Organizations

should apply the following hierarchy:

Data Hierarchy and Quality Assurance

•  Direct measurement: Metered data (energy consumption, fuel purchases)

•  Calculation-based: Activity data multiplied by emission factors (e.g., electricity consumption × grid

emission factor)

•  Secondary data: Industry averages, supplier data, published averages from peer organizations

•  Estimation and modeling: Proxies or statistical approaches when primary data unavailable

Primary data collection reduces uncertainty but increases costs. ISSB IFRS S2 and the EU CSRD expect

organizations to justify their data selection and demonstrate continuous improvement in data coverage and

quality. Most organizations target 80-90% direct or calculation-based data for Scope 1 and 2.

Emission Factors and Conversion Standards

Emission factors convert activity data to CO2 equivalents (CO2e). Authoritative sources include:

•  Electricity grids: International Energy Agency (IEA), national grid operators, regional average factors

•  Fuels: IPCC AR6 (2021), national emissions inventories, EPA emission factors

•  Supply chain: Ecoinvent, USDA, EPA, industry-specific lifecycle assessment (LCA) databases

ISSB IFRS S2 and Regulatory Reporting Requirements (2026)
ISSB IFRS S2 (Climate-related Disclosures), now adopted by 20+ jurisdictions as of 2026, mandates:

Governance and Strategy Disclosure

Organizations must disclose governance structures overseeing climate-related risks, strategy including

transition plans and capital allocation, and quantitative targets (absolute or intensity-based, by scope).

Scope 1 and 2 Mandatory Reporting

All organizations subject to ISSB IFRS S2 must disclose annual Scope 1 and 2 emissions (absolute, or

disaggregated by business unit). Comparative periods (minimum 1 year prior) are required to demonstrate trend
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analysis and progress toward targets.

Scope 3 Conditional Reporting

Scope 3 disclosure is required when:

•  Scope 3 emissions represent >40% of total organizational emissions

•  A user of financial information would likely consider Scope 3 significant for assessing enterprise value

•  Regulatory or investor expectations deem Scope 3 material

EU CSRD and National Regulations
Under the EU Corporate Sustainability Reporting Directive (CSRD), as narrowed by the 2024 Omnibus

amendment, large EU companies now face streamlined scope: approximately 10,000 organizations (vs. initial

50,000+), with phased implementation (2025-2030). Reporting aligns with ISSB IFRS S1/S2, though

EU-specific annexes on taxonomy and double materiality persist.

The UK Sustainability Reporting Standard (SRS), published February 2026, requires UK large companies to

report Scope 1, 2, and conditional Scope 3 emissions, aligned with ISSB but with UK-specific thresholds and

guidance.

Science-Based Targets and Reduction Strategies
Setting credible reduction targets increases investor confidence and organizational resilience. The

Science-Based Targets Initiative (SBTi), as updated in 2024, expects:

Near-Term Targets (5-10 years)

•  Scope 1 + 2: Absolute reduction aligned with 1.5°C climate scenarios (typically 42-50% by 2030)

•  Scope 3: Intensity-based or absolute reductions proportional to business growth

Long-Term Targets (2040-2050)

Net-zero targets require deep decarbonization across all scopes, with residual emissions addressed through

high-quality carbon removal and offset mechanisms.

Reduction Levers

Scope 1: Fuel switching (natural gas to renewable biogas), process optimization, equipment replacement,

leaked gas management.

Scope 2: Renewable energy procurement (PPAs, on-site solar/wind), energy efficiency (HVAC, lighting,

insulation), grid decarbonization benefits (automatic).

Scope 3: Supplier engagement programs, product redesign for reduced embodied carbon, business model

innovation (circular economy), customer engagement for usage-phase emissions reduction.

Frequently Asked Questions
What is the difference between market-based and location-based Scope 2 reporting?
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Location-based Scope 2 uses the average grid emission factor for the region where electricity is consumed,

reflecting the actual carbon intensity of the local grid. Market-based Scope 2 reflects contracted renewable

energy purchases or renewable energy credits (RECs), representing the organization’s strategic choice to source

low-carbon electricity. ISSB IFRS S2 requires organizations to disclose market-based figures primarily, though

location-based serves as a useful comparator to show grid decarbonization benefits over time.

When does Scope 3 reporting become mandatory under ISSB IFRS S2?

ISSB IFRS S2 requires Scope 3 disclosure when Scope 3 emissions are material—typically when they exceed

40% of total organizational emissions or when stakeholders (investors, regulators) would likely consider them

significant for assessing enterprise value. Organizations should conduct materiality assessments (double

materiality under EU CSRD, financial materiality under ISSB IFRS S2) to determine Scope 3 materiality and

prioritize disclosure of the most significant Scope 3 categories (usually purchased goods and services, use of

sold products, or capital goods).

How do we handle emissions from acquired companies or divestments under GHG Protocol?

The GHG Protocol allows retroactive adjustments to baseline years when acquisitions/divestments occur above

materiality thresholds. Organizations may restate prior-year emissions to include newly acquired operations or

exclude divested operations, ensuring consistent organizational boundaries. Alternatively, organizations may

disclose acquisitions/divestments as changes in organizational structure and provide context in the emissions

narrative. This approach maintains comparability while reflecting true corporate structure changes.

Are purchased renewable energy credits (RECs) or power purchase agreements (PPAs) sufficient to meet

net-zero targets?

Market-based Scope 2 reporting via RECs or PPAs reduces reported emissions but does not represent physical

decarbonization of grid electricity or absolute emission reductions. Science-based targets expect organizations

to pursue underlying grid decarbonization, energy efficiency, and physical renewable energy deployment

alongside contractual instruments. Targets often require a mix: e.g., 60% renewable energy procurement by

2030 (contractual) + 30% absolute energy efficiency gains (operational) + 10% residual emissions reduction via

emerging technologies. RECs/PPAs accelerate Scope 2 decarbonization but should complement, not substitute,

operational decarbonization strategies.

How do we verify carbon accounting data and ensure external assurance?

GHG Protocol recommends internal quality assurance protocols (data validation, cross-checking, recalculation

reviews) and third-party assurance (limited or reasonable assurance under ISAE 3410 standards) for investor

confidence. ISSB IFRS S2, EU CSRD, and UK SRS increasingly mandate reasonable or limited assurance for

Scope 1 and 2 emissions. Organizations should establish data governance frameworks (centralized emissions

management systems, documented methodologies, clear roles/responsibilities) and conduct annual verification

audits to identify anomalies, missing data, or methodology changes requiring restatement.

Connecting Related ESG Topics
Carbon accounting is foundational to broader ESG and climate management. Explore related resources:

•  Circular Economy and Waste Reduction — reducing embodied carbon through material efficiency
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•  Biodiversity Risk Assessment and TNFD Framework — integrating nature-related metrics with climate

targets

•  Environmental ESG: The Complete Professional Guide (2026) — comprehensive overview of

environmental strategy

•  Sustainability Reporting: The Complete Professional Guide — integrating carbon accounting into holistic

ESG reporting

•  Governance in ESG: The Complete Professional Guide — establishing governance frameworks for

climate accountability

Published by: BC ESG (bcesg.org) | Date: March 18, 2026

Standards Referenced: GHG Protocol Corporate Standard, ISSB IFRS S2, EU CSRD, UK SRS,

Science-Based Targets Initiative

Reviewed and updated: October 6, 2026 for 2026 regulatory landscape including ISSB adoption (20+

jurisdictions), EU CSRD Omnibus amendments, UK SRS publication

For NYC and Long Island building teams
BCESG’s NYC desk covers how this topic lands on the ground for owners, facility managers, and tenants:

•  Do contractor emissions count toward NYC Local Law 97? (No – here is where they actually land)

•  How property managers request Scope 3 data from building vendors

•  The LL97 penalty calculator, built from the rule itself


