I L’fj»‘;‘:\,ﬂ cwf,:r J | Cawangan Negeri Sembilan
UNIVERSITI | Kampus Seremban
TEKNOLOGI

MARA

JTAJKIUIL L
PREAIKAUNAN

BULETIN FPN




Internal Auditors’ Role in Addressing ESG Reporting Challenges at Deloitte
India

Suraya Yusof and Saflina Azis
Introduction

Examining the roles of internal auditors in Environmental, Social, and Corporate Governance (ESG)
reporting at Deloitte India reveals the evolving business landscape where organizations face scrutiny not
only on financial performance but also on environmental, social, and governance impact. Social audit,
assessing an organization's ethical performance, complements financial metrics, aligning goals with practical
operations. ESG reporting, once a trend, is now crucial for public assessment, aiming to manage risks
alongside seizing opportunities. Its significance in finance is growing, influencing investment decisions, and
companies' transparent communication of ESG initiatives affects their financial access. Deloitte India
confronts challenges like climate change and diversity, underscoring the vital role of internal auditors in
navigating ESG reporting complexities. Their responsibilities encompass assurance beyond financial audits,
ensuring accuracy and transparency in ESG reporting. The subsequent sections of this report delve into
specific roles, challenges, recommendations, and conclusions regarding Deloitte's internal auditors in ESG
reporting.

Roles of Internal Auditors in ESG Reporting

Internal auditors at Deloitte India play an indispensable role
in the company's pursuit of sustainability and transparency
through ESG reporting, going beyond conventional
financial audits to fulfil crucial responsibilities essential for
achieving comprehensive  sustainability — objectives.
Adhering strictly to professional standards, they provide
vital assurance on risk management, particularly focusing
on the intricacies of ESG reporting processes and controls.
This includes conducting thorough risk assessments to
ensure alignment between the company's climate strategy
and risk appetite.

Moreover, they actively engage in social audits related to ESG, offering impartial assurance on critical areas
such as supplier diversity and employee reporting, adopting a holistic approach that extends beyond routine
compliance checks. In their advisory capacity, internal auditors guide Deloitte in developing robust ESG
control environments and governance frameworks, collaborating seamlessly with legal and compliance
departments to ensure compliance with relevant laws and regulations. Through their proactive identification
and resolution of discrepancies, internal auditors act as custodians, safeguarding Deloitte's reputation, and
credibility in ESG reporting, reinforcing its commitment to transparent and accountable practices.

Challenges Faced by Internal Auditors

The challenges encountered by internal auditors at Deloitte in their ESG journey are complex and varied,
requiring strategic interventions to enhance the effectiveness of ESG reporting. Chief among these challenges
is the absence of a standardized framework for ESG practices. The lack of consistent guidelines poses a
significant obstacle, hindering auditors' ability to thoroughly assess and report on the outcomes of ESG
strategies. This inconsistency not only complicates the auditing process but also obstructs the establishment
of essential benchmarks for evaluating the success of ESG initiatives.

Another challenge arises from the integration of new ESG topics into audit plans. Venturing into unexplored
territory, particularly in domains like climate change and decarbonization, presents auditors with unique
challenges. Traditionally beyond the scope of audit plans, adapting to these new areas requires continuous
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learning and skills development to ensure a comprehensive evaluation of the impact and effectiveness of
ESG measures within the organization.

Difficulty in accessing and gathering data for ESG reporting o, "")', 58
presents a persistent challenge. The fragmented nature of data, its :
limited availability, or its dispersed presence across departments Dﬁ'OItte,
create obstacles for auditors in conducting a thorough analysis. - )
This challenge underscores the critical need for efficient data ;
collection processes and strong collaboration across various
organizational functions. Establishing streamlined processes is
essential to ensure a cohesive and accurate representation of
Deloitte's ESG performance, addressing the complex challenges

associated with data accessibility and reliability.
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Solutions for Internal Auditors

In response to the multifaceted challenges, internal auditors at Deloitte must implement targeted solutions
tailored to the context of ESG reporting:

1. Strengthening ESG Frameworks

Deloitte should undertake a comprehensive initiative to enhance its ESG frameworks, incorporating
internationally recognized standards such as GRI, SASB, and TCFD. This ensures transparency and
consistency in reporting, enabling effective communication of ESG performance to stakeholders.

2. Training and Skill Development

Prioritizing ongoing training programs covering sustainability concepts and emerging ESG issues equips
internal auditors with the necessary knowledge and skills to navigate the evolving landscape of ESG
reporting.

3. Enhanced Collaboration

Fostering collaboration between internal auditors and subject matter experts facilitates deeper insights into
complex sustainability topics. Both internal and external collaborations enrich the understanding of emerging
ESG trends and best practices.

4. Streamlining Data Collection Processes
Investing in advanced technologies and automation solutions streamlines data collection for ESG reporting,
ensuring accuracy and timeliness in gathering relevant data.

5. Ongoing Monitoring and Continuous Improvement

Leveraging technological advancements and fostering collaborations beyond organizational boundaries
contribute to proactive monitoring and adaptation to emerging ESG trends. Socializing an ESG-centric
culture and periodic reviews of ESG frameworks reinforce Deloitte’'s commitment to transparency and
accountability.
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Recommendations

1. Enhancing ESG Frameworks

Deloitte's journey towards ESG excellence necessitates a thorough effort to strengthen its frameworks. This
entails meticulously developing and implementing standardized frameworks aligned with industry best
practices, such as GRI, SASB, and TCFD. Integration of these standards ensures robust and transparent
reporting, enhancing communication of ESG performance to stakeholders. Regular reviews and updates are
essential to maintain alignment with evolving standards, reinforcing Deloitte's commitment to transparency
and industry leadership.

2. Training and Skill Development

Deloitte should prioritize continuous learning for internal auditors
to adapt to the dynamic nature of ESG reporting. Customized
training programs covering sustainability concepts, emerging ESG
issues, and advanced data analysis techniques are crucial.
Partnerships with external providers and experts ensure access to
cutting-edge insights, fostering a culture of innovation and
adaptability.

3. Improved Collaboration

Encouraging collaboration within internal audit teams and external partnerships enriches understanding of
complex sustainability issues. Cross-functional initiatives and collaborations with industry peers and
research institutions provide diverse perspectives, keeping Deloitte at the forefront of ESG developments.

4. Streamlining Data Collection

Efficient data collection is vital for accurate and timely ESG reporting. Investment in technology and
automation streamlines processes, freeing up internal auditors for in-depth analysis. This proactive approach
reinforces Deloitte's commitment to technological innovation and ensures compliance with reporting
requirements.

5. Continuous Monitoring and Improvement

Deloitte's dedication to ESG excellence requires a culture of continuous improvement. Leveraging
technologies like Al and ML for real-time analysis enhances decision-making. Collaboration beyond
organizational boundaries and internal initiatives foster an ESG-centric culture and ensure compliance with
legal frameworks. Regular reviews of ESG frameworks demonstrate agility and transparency, positioning
Deloitte as a leader in navigating future ESG challenges.

Conclusion

Internal auditors at Deloitte play a pivotal role in shaping the organization's sustainable future through their
diverse roles in ESG reporting, ensuring the accuracy and effectiveness of processes. Facing challenges like
the absence of a uniform framework and data access difficulties requires strategic actions, crucial for
enhancing ESG reporting capabilities. Strengthening ESG frameworks aligns with Deloitte's commitment to
transparency, while investing in continuous training for auditors and fostering collaboration ensures they
stay at the forefront of industry advancements. Streamlining data collection processes through technological
investments positions Deloitte for efficient and accurate reporting. A commitment to ongoing monitoring
and socializing an ESG-centric culture are essential for staying abreast of evolving trends and instilling
responsibility at all organizational levels. By implementing these recommendations, Deloitte reinforces its
commitment to responsible business practices and global sustainability, contributing meaningfully to a more
sustainable and resilient future.
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