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PAFA AGENDA FOR ACCELERATING SUSTAINABILITY

e (Call to action for the Accountancy Profession

e Sustainability Starts Inside of Companies who Adopt an “Integrated
Mindset”

* Public Sector and Sustainability
* Building a Global System

 Update on the State of Play in Reporting and Assurance of
Sustainability Information

* Impact on SEMs / SMPs

e Education

International
I FA‘ Federation
of Accountants



ACCELERATING SUSTAINABILITY
Building A Global Reporting System

Recent Developments: ISSB / IFRS Pathway to a Global Baseline
Foundation * “Necessary institutional and technical
* Exposure Drafts S1-General Requirements underpinnings to be completed by year-end
and S2-Climate * G7 endorsement of global baseline
e Collaboration agreement with GRI: * |OSCO endorsement will provide a basis for
how to adopt, apply or be informed by ISSB

* Working groups
standards

International
I FA‘ Federation
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The Need for Alignment

U.S. SEC Climate-Related Disclosures for

Investors

e Stakeholder consensus that SEC and ISSB
requirements share key areas of alignment

EFRAG’s European Sustainability
Reporting Standards (ESRS)

e Stakeholder concerns over granularity and
complexity, alignment with ISSB, too much too fast

International
I FA‘ Federation
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Leading Financial Market Participants Call for Stronger Alignment of Regulatory and

Standard Setting Efforts around Sustainability Disclosure

IFAC Supports Key Global Themes

Alignment between global (ISSB) and
jurisdictional disclosure requirements

Two perspectives on materiality

Leveraging existing frameworks and standards as
anchor for global system

The need for mandatory reporting and assurance
Importance of assurability — using IAASB Stds.

Need to connect sustainability and financial
information



BUILDING BLOCK APPROACH: 2 PERSPECTIVES ON ESG

Perspective 1:

» “Outside-in” disclosures that address how ESG factors—
and a company’s actions related to ESG—can impact a
company’s ENTERPRISE VALUE

Perspective 2:

* “Inside-out” disclosures that address multi-stakeholder
needs—society impacts—not already captured by the
assessment of enterprise value

“IFAC encourages the ISSB to develop a comprehensive
global baseline of disclosures addressing EV while taking
into considerations whether some societal impacts may
be relevant to investors’ assessment of EV.”
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BUILDING BLOCK APPROACH

MULTI-STAKEHOLDER
FOCUSED
SUSTAINABILITY
REPORTING

INVESTOR FOCUSED
SUSTAINABILITY
INFORMATION MATERIAL
TO ENTERPRISE VALUE

Disclosures, indicators and contextual
information addressing sustainable
development, impacts, or public
policy objectives

» Global Standards or Guidance
» Jurisdiction-Specific Requirements

INTEROPERABILITY

Finandially material disclosure topics &
performance metrics addressing sustainability
impacts relevant to enterprise value

« |FRS Sustainability Standards
and Guidance




THE STATE OF PLAY: REPORTING AND ASSURANCE OF

SUSTAINABILITY INFORMATION

THE STATE OF PLAY IN REPORTING

AND ASSURANCE OF SUSTAINABILITY -

INFORMATION: UPDATE 2019-2020
DATA & ANALYSIS

International

: (/
IFAC e @ AICPA & CIMA

JULY 2022
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Based on 2020 reporting
* New data on rapidly evolving market

e Supports evidence-based policy
development

e Reinforces IFAC Vision for High-Quality
Assurance (December 2021)

e 2021 reporting cycle data is next



MAPPING GLOBAL REPORTING AND ASSURANCE PRACTICES

This study was designed to update understanding
(based on 2020 reporting) of market practice for the
assurance of environmental, social, and governance
(ESG or sustainability) information, globally. 1400
companies across twenty-two jurisdictions were
reviewed. (See Methodology Section.) A company
was considered to have reported ESG information
or obtained assurance, regardless of how much
information was provided or assured (i.e., one GHG
number counts).

KEY FINDINGS: 2020 VS. 2019

2020 2019

reported some ESG information

2020 2019

obtained some level of assurance

2020 2019

of assurance engagements were
conducted by Firms

2020 2019

of assurance was limited in nature

2020 2019

of Firms applied ISAE 3000 (Revised)

For the second year, our analysis indicates
that while the frequency of reporting ESG
information is high, the incidence of
assurance is not, and there are meaningful
differences in practice across jurisdictions.




SUMMARY CHANGES: REPORTING

International
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METHOD OF REPORTING. While the use of stand-alone Sustainability Reports declined globally, some jurisdiction-
specific reporting preferences remained the same in 2020. For example, reporting on ESG in the U.S. and Canada relied
heavily on Sustainability Reports, while Annual Reports dominate in the European Union and companies in South Africa
report in Integrated Reports. (see page 5 for more information.)

SASB increase of TCFD increase of

1,283 o+ 1,400 compan
ESG,informatiocr)wf(com pa rszTopi,nZIZ; 2ip;g;:? 1 5 3 o/o & 1 0 0 o/o

over 2019 over 2019

STANDARDS & FRAMEWORKS.
The use of / reference to SASB Standards and the TCFD framework increased significantly.

increasing from

STANDARDS & FRAMEWORKS. o o
The use of / reference to GRI 69 /o tO 72 /o (GRI)
Standards and the Sustainable

Development Goals (SDGs) remained increasing from
high among the companies who

reported on ESG. 62 O/o to (SDGS)
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ESG REPORTING
FRAMEWORK /
STANDARD

B 2019 2020

100%

The use of MULTIPLE frameworks/standards
80%

(0) 76%
increased from 68 /0 in2019 69% 72% 68%

to 80% in2020

v" GRI and the SDGs remain the most

popular standard/reference 29%
framework for reporting on ESG
v’ Data highlights the lack of 12%
consistency and comparability that 1
persists without harmonized global GRI SASB SDG TCFD UNGC MULTIPLE

standards
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38% -2020 AVER
Bm li..

“The proposals—exposure drafts— 48%-
build upon the recommendations
of the Task Force on Climate- 24% - 2019 AVERAGE
Related Financial Disclosures (TCFD)

0 AVE =

and incorporate industry-based
disclosures requirements derived
from SASB Standards.”

(ISSB, March 31, 2022)




SUMMARY CHANGES: ASSURANCE

ASSURED ESG INFORMATION.
The percentage of companies which obtained assurance o t o
on some of their 2020 ESG reporting increased from: o o o

Double-digit increases were noted in Australia, Brazil,

Canada, Italy, Russia, Turkey, and the U.K. in 2019 in 2020

WHO PROVIDES ASSURANCE. E 10/ of engagements (i.e., 505 out of 833 reports) were
from 741 companies: o change from 63% in 2019.

The majority of assurance engagements in Hong Kong S.A.R., China; India; Indonesia;
South Korea; U.K. and U.S. were not conducted by audit firms or their affiliates.

Assurance Standards. ISAE 3000 (Revised) remained
the most widely used standard for ESG assurance 680/ to 72 0/
engagements—increasing from: o o

94% of Firms (or their Affiliates) used ISAE 3000 (Revised), in 2019 n 2020

while non-lIAASB standards were most commonly used by other service providers (i.e., only 39% used IASE 3000).

Level of Assurance. 97% of audit firm-related engagements resulted in limited assurance reports. In contrast,
59% of engagements conducted by other service providers resulted in limited assurance, while moderate assurance
(23%) and reasonable assurance (18%) were also prevalent.

International
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SCOPE OF REPORTING
AND ASSURANCE

Reporting:

v' 89% of companies provided information in

@ &b

st

all four of the ESG categories examines. GHG Other Environmental Social Governance* All Topics
92% 98% 96% 95% 89%
Assurance: 2 [\
v" Assurance focused primarily on GHG data. @ c & % ﬂ
v" Only 43% of companies obtained GHG Other Environmental Social Governance* All Topics
assurance on information in all 95% 78% 68% 43% 43%

four of the ESG categories.

Companies who provided ESG
information in Integrated Reports
obtained more assurance than
companies who reported in Annual
Reports or Sustainability Reports.

International
I FA‘ Federation
of Accountants

CSR

B No Assurance
Annual

Has Assurance

Integrated

0% 100%



ASSURED ESG
INFORMATION BY
JURISDICTION

833 reports from 741 companies who
obtained assurance in 2020

704 reports from 645 companies (51%)
who obtained assurance in 2019

v France and South Korea had the
highest rates of assurance, but
the nature of that assurance
differs significantly.

0
58 /0 of the companies that

disclosed ESG data, obtained assurance.

Interna tional
I FA' Federation
of Accountants

W 2019 2020

100% AMERICAS | [ EUROPEAN UNION | | OTHER EMEA | | ASIA-PACIFIC

57.8% 2020 AVERAGE

50.8%2019 AVERAGE

LiL1

1
BRAZIL MEXICO | FRANCE ITALY RUSSIA SOUTH UNITED CHINA'S INDIA JAPAN ‘ SOUTH

AFRICA | KINGDOM | MAINLAND KOREA

ARGENTINA  CANADA USA GERMANY  SPAIN SAUDI TURKEY ~ AUSTRALIA HONG KONG INDONESIA SINGAPORE
ARABIA S.AR., CHINA



TYPE OF FIRM
PROVIDING
ASSURANCE BY
JURISDICTION

Overall share of engagements
performed by Audit Firms (or their
affiliates) has remained relatively
consistent (61% in 2020 vs. 63%
in 2019), but there are important
jurisdiction-specific differences.

v 56% Audit Firms
v 5% Affiliated Firms
v'39% Other Service Providers

2020 Audit Firm 2020 Affiliated Firm B 2020 Other Service Providers
B 2019 Audit Firm M 2019 Affiliated Firm Bl 2019 Other Service Providers

OTHER EMEA ASIA-PACIFIC

100% AMERICAS EUROPEAN UNION

50%

0%

1
BRAZIL | MEXICO | FRANCE ITALY RUSSIA

SOUTH UNITED | CHINA'S SOUTH
AFRICA | KINGDOM | MAINLAND KOREA

ARGENTINA  CANADA USA GERMANY  SPAIN SAUDI TURKEY  AUSTRALIA HONG KONG INDONESIA SINGAPORE
ARABIA S.AR., CHINA

Affiliated Firms are independent entities associated with a separate audit firm (typically the audit firm member of a global network).
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71% of 505 ESG assurance

reports provided by audit firms were fromthe

same firm as the statutory audit provider
for the same reporting entity. I I | |







Based on 733 instances where both

financial audit and ESG assurance
reports/signatures were examined.

of Accountants

| ‘Y| :li




IFAC VISION FOR HIGH-QUALITY SUSTAINABILITY ASSURANCE

Emerging Best Practices

» Regulatory frameworks matter: Robust, decision-
. . . Sustainability-related disclosure i finally taking its rightful place within the corporate reporti In © inability di ve st
u S efu | | nfo r‘ m at | O n (W |t h a SS u ra n C e ) ecosystem, through global and |unsdm»on~sp3(mc |gmmhves. Climate, human capital, and or:ge' tia subject :::high-q u;lny : {nde::::em. tarnad

ESG matters are becoming decsion critical. The way forward is dear—with the establishment of the
International Sustainability Standards Board and support from public authorities fike 10SCO—for a :sum':::u::: practke';:n emerging—founded

* Alignment: Between sustainability disclosure and e s LS S

f | nanc | a | re p 0 rtl n g EMERGING éssr PRACTICESA = HIGH-QUALITY GLOBAL STANDARDS

A hammonized, global reporting system based on the i

IFAC'S VISION FOR HIGH-QUALITY ASSURANCE OF SUSTAINABILITY INFORMATION  “IFAC &

provides the ideal basis for robust, high-quality assurance. Sustanability standards

* Interconnected approach: To sustainability assurance ot et o inerivie orprce oo | Sk e v e e s s e o 9
a nd fi na ncial a ud itS j sustainability d re with financial reporting {L.e., applying an integrated Regulatory fragmentatbon at the global level creates unnecessary costs and reduces

iset, improving timeliness, a . 5U ‘ comparabiity and consistency. This apples to standards for reporting and assurance
integrated reports) < i break dow f at within companies and of sustainatwlity information

senvice providers of sustanabiiity assurance engagements. To do otherwise introduces

Built on Foundation of H Q Global Standards ‘ ; .1' " : l; ,.,‘ od = —— Peulton et e o splcatonf st s e

doubt and confusion about the integrity and refabiity of reported information.

e Harmonized, global baseline: Best basis for high- Aot oot gy s o, [

all in accoedance with an ethical framework such

quallty assurance i bt bt ASSURANCE ENHANCES THE a5 the [ESBA Code

e |ASE 3000 (Revised): Foundation for driving evolution

. « Corporate governance should provide effective oversight of all reported information, = Professional accountancy organizations should provide member support, education, and
a n d C o n S I Ste n C Of a S S u ra n C e Sta n d a rd S including over the drivers of enterprise value and/or societal impacts relevant to technical guidance as well as promote high-quality reporting and assurance through
y strategic decison-making, risk management, and investor/stakeholder confidence. discussions with policymakers, requlators, investors, and other stakehoiders
« Multidisciplinary firms enable professional accountants to be on the leading edge * Current legal kability regimes need 10 be updated to better ensure high-quality
of sustainability subject matter expertise and to deliver value-added services. sustainability dsdosure and assurance thereon

e Regulation and enforcement: Must deliver uniform
application of global standards.

International
I FA‘ Federation
of Accountants
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CALL TO ACTION

FOR PROFESSIONAL ACCOUNTANTS

TIME FOR ACTION ON SUSTAINABILITY: NEXT STEPS FOR THE ACCOUNTANCY PROFESSION

Internationsl
federation
of Accountants

IFAC

With the establishment of the International Sustainability Standards Board (ISSB), the way forward is clear: The accountancy
profession must lead on climate reporting and other material environmental, social

and governance disclosures and their assurance

—contributing to strong and sustainable financial markets and economies and enabling the UN’s Sustainable Development Goals.

Advocate for smart sustainability-related policymaking &
regulation—starting with support for the new ISSB and
requiring assurance of sustainability disclosures.

(3]
(4]

ACTIONS

Adopt an integrated mindset—breaking down information
silos within companies and promoting an interconnected
approach to what companies report and have assured.

HE OBJECTIVE

ENABLE HIGH-QUALITY
&DECISION-USEFUL
INFORMATION

(2]

ACCELERATE SUSTAINABILITY

To address the climate crisis

To promote sustainable organizations that create long-
term value for investors, stakeholders, and soclety

To enable reporting entities and investors to measure and
assess progress towards sustainability objectives

* The path to globally comparable, decision-useful, and assurable

sustainability disclosure starts with a comprehensive baseline of

standards set by the ISSB. This is Block 1 of the Building Block
Approach: investor-focused information

The accountancy profession should encourage and contribute
1o the completion of the ISSB's climate standard in 2022, with
potential endorsement by I0SCO. This is step one in the ISSB's
mission to develop standards addressing a broad range of
environmental, social and governance factors,

Support and promote the
ISSB—the accountancy
profession is an essential
stakeholder

International
Federation
of Accountants

IFAC

Be proactive on climate reporting—complying with existing
standard-setter requirements and best practices.

Demonstrate sustainability-related skills and competencies—
ensuring professional accountants continue to expand the
value-added services they are able to offer in the future.

AVOID REGULATORY FRAGMENTATION

To promote consistency and comparability for investors
and capital markets

To reduce cost, complexity, and confusion for reporting
entities

* Now is the time to engage with local policymakers and
regulators about how to build on the success of IFRS Accounting
Standards adoption and to develop a similar pathway for IFRS
Sustainability Disclosure Standards.

* Policymakers must collaborate and align jurisdiction-specific
requirements with global requirements developed by the ISSB.

e509




SIMPLIFYING COMPLEXITY
Building A Global Reporting System

BLOCK 1 PATHWAYS TO IMPLEMENTATION

Use process for adopting IFRS

Jurisdiction-specific Implementation Mechanism Standards OR something different?

PR, W, e

Use exnting mechannm ’

N '"«'w - 0 adopt both IASE and
e 158 standards

\ 4

[ndorsement of the 1558 or & standard-by-standard
CONSIDERATIONS TO INFORM THE DECISION TO MAXE GLOBAL STANDARDS LOCAL approach 1o making suatainability standards
part of the local legal framework that governs
Wil the repontiog requirernent Wl corporate reportng be w standaeds lead corporate reporing
promote lar and effcent enhanced by new or addtonal 10 redevant matters beng
marets? caciosunes that are Conmstent, mporied in a lar and Incorporation of the 1S58 standards into local
Comparable, and enforceable) balanced mannes? COrporate reporting requirements

FOR EXAMPLE

Memorands of Undentanding between the 1558
and local standard setting bodiesregulatons to set
CRITERIAFOR raderon has publcly stated &5 etent 10 Moy standards identical 1o those of the 558

SUCCESS
! Reference as best practices with guidance to

follow 1558 standards (applies where sustainability
disclosure requirements are not prewriptive)

Achieving equivalency over time through
convergence with pre-existing, local sustainablity

SCOPE OF APPLICATION: he w
for FLVNN disclowure requrements

PROCESS FOR APPUCATION:

CITHER PATH SHOULD SUCCISSIULLY TRANSIION
GLOBAL STANDARDS WNTO LOCAL STANDARDS

International
I FA‘ Federation
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- ---- BUILDING BLOCK APPROACH -----

MULTI-STAKEHOLDER
FOCUSED
SUSTAINABILITY
REPORTING

INVESTOR FOCUSED
SUSTAINABILITY
INFORMATION MATERIAL
TO ENTERPRISE VALUE

Disclosures, indicators and contextual
information addressing sustainable
development, impacts, or public
policy objectives

» Global S5tandards or Guidance
= Jurisdiction-Specific Requirements

INTEROPERARBILITY

Financially material discdlosure topics &
performance metrics addressing sustainability
impacts relevant to enterprise value

= IFRS Sustainability Standards
and Guidance




ENABLING SUSTAINABILITY
The Role of the Profession

3 Key Roles

= Sustainability starts inside of companies

= Translating high-quality standards into high-
quality information

=  Bringing trust and confidence to
sustainability disclosure

International
I FA‘ Federation
of Accountants




CALL TO ACTION FOR PROFESSIONAL ACCOUNTANTS

= Avoid Regulatory Fragmentation
— Reduce cost, complexity, and confusion

— Create level playing field
— Maximize access to global capital

= Accelerate Sustainability
— HQ reporting addressing climate crisis

— Measurement and assessment of
progress towards sustainability

— Organizations that create long-term
value for investors and society

International
I FA‘ Federation
of Accountants



SUSTAINABILITY:

The Role of the
Accountancy Profession

August 2022

THANK YOU
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ACCAAND CA ANZ PUBLICATION
'SME SUSTAINABILITY PLAYBOOK’

Ms. Karen McWilliams FCA, Business reform leader, CA ANZ
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How SMEs cah create a more
sustamable world

Karen McWilliams FCA
Business Reform Leader
Chartered Accountants Australia
and New Zealand

ﬁ DIFFERENCE
charteredaccountantsanz.com MAKERS™

CHARTERED ACCOUNTANTS™
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The universe of sustainability issues

SOCIAL CAPITAL *

* Human rights & community
relations

ENVIRONMENT

* Greenhouse gas emissions

® Air quality

¢ Customer privacy * Energy management

* Data security * \Water & waste water

* Access & affordability management

UNIVERSE OF

* Product quality & safety SUSTAINABILITY
® Customer welfare ISSUES

* \Waste & hazardous materials
management

¢ Selling practices & product * Ecological impacts

labelling

HUMAN CAPITAL

LEADERSHIP &

GOVERNANCE ¢ BUSINESS MODEL * Labor practices
* Business ethics & INNOVATION * Employee health & safety
* Competitive behaviour * Product design & life cycle * Employee engagement,
¢ Management of the legal & management diversity & inclusion
regulatory environment ¢ Business model resilience
® Critical incident risk management * Supply chain management
* Systemic risk management * Materials sourcing & efficiency

¢ Physical impacts of climate change
Seurce: Sustainability Aceounting Standards Board (SASB), which has since merged to ereate the Value Reperting Foundation

© Chartered Accountants Australia and New Zealand 2022
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ﬂSusta@le operationsare ing pace. Don’t get
m . SRR RSN left behind

 Supply chain

 Cost savings and value creation
 Talent

* Investment

* Resilience and innovation

e Purchase order from the future ﬁ



e Understand the business and activities

 Keep it simple

 Gather appropriate data

© Chartered Accountants Australia and New Zealand 2022



* Raise awareness about sustainability.

 Analyse business models.
 Advise on how to transform business models.
 Report on non-financial indicators.

* Provide assurance of non-financial indicators.

© Chartered Accountants Australia and New Zealand 2022



jate and the environment -

 Understand your carbon footprint

e Set targets to reduce emissions, and share them

 Be accountable - sign up to credible standards.

© Chartered Accountants Australia and New Zealand 2022



 Reduce use of plastic made with fossil fuels

* Reuse or repurpose as much as you can

* Recycle as much as possible and buy sustainably

© Chartered Accountants Australia and New Zealand 2022



* Investigate supply chains

 Use arisk-based approach

* Fair wages and work practices

© Chartered Accountants Australia and New Zealand 2022
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* Examine your own organisation

* Create an inclusive workplace with equal opportunity for all

* Accelerate careers of women and underrepresented groups

© Chartered Accountants Australia and New Zealand 2022
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SMEs and SMPs have a crltlcal .-»

_’ ‘ﬂ_‘\

* Reshape business models and reimagine the future
 Act with urgency on climate change

* Identify other critical areas for action

 Adopt sustainable goals

* Instigate, guide and lead change

e Collaborate with others

*  Bring integrity to the process ﬁ

© Chartered Accountants Australia and New Zealand 2022



Thank you

Disclaimer

Copyright © 2022 Chartered Accountants Australia and New Zealand ABN 50 084 642 571 (CA ANZ). All rights reserved. The content of this document is protected
by copyright and under international copyright conventions. Except as permitted by law, if you wish to reproduce, copy, publish, communicate, exploit or make an
adaptation of any of our content, you must first request our permission by sending an email to info@charteredaccountantsanz.com.au.

This document is intended for general information only and is not accounting or other professional advice. Any opinions expressed in this material do not
necessarily represent those of CA ANZ or its members.

While care and consideration has been taken in the creation of this document, CA ANZ does not warrant, represent or guarantee that the material published in this
document is in all respects accurate, complete or current. To the extent permitted by law, CA ANZ excludes any liability including but not limited to liability for
negligence, loss or damage arising from reliance on this document.

© Chartered Accountants Australia and New Zealand 2022
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PRACTICE TRANSFORMATION -
OPPORTUNITIES IN SUSTAINABILITY
FOR SMES AND SMPs

Mr. Chris Arnold, Director, [FAC




Sustainability Offers New
Opportunities for SMPs

PAFA Sustainability Week

A\

*
Eﬁ; August 3, 2022



Practice Transformation Action Plan

« Embrace Change
* Leverage Technology maee

* Focus on Talent Management / ‘,/

 Evolve the Firm Operating Model and

[FAC
\

Build Advisory Services

Practice Transformation Action Plan — A
Roadmap to the Future

A ROADMAP TO
- THE FUTURE

- Federation

intants

-



https://www.ifac.org/knowledge-gateway/preparing-future-ready-professionals/publications/practice-transformation-action-plan

Sustainability & SMEs

« SMEs are critical to the health,
stability, and sustainability of the
global economy

Represent over 90 percent of the
business population

Not easily addressed by a one-size-
fits-all approach

Sustainability Information for Small
Businesses — The Opportunity for
Practitioners



https://www.ifac.org/knowledge-gateway/preparing-future-ready-professionals/publications/sustainability-information-small-businesses-opportunity-practitioners

Sustainability Information

Have readily available, relevant &
reliable sustainability information — for

management use

Enable better-informed business
decisions, enhance strategic planning
and risk management

Improve performance, lower costs and
differentiate from competition

SMPs — trusted business advisers
providing advisory services

%) peveLopment BLFALD

SMEs have an important
part in achieving the UN
Sustainable Development
Goals. In particular, Goal

8: ‘Promote inclusive and
sustainable economic
growth, employment

and decent work for all’,
Goal 9: ‘Build resilient
infrastructure, promote
sustainable industrialization
and foster innovation' (e.g.
Unlocking the potential of
SMEs for the SDGs) and
Goal 13: Take urgent action
to combat dimate change
and its impacts’.




Reporting to External Stakeholders

* Reporting on sustainabllity information to
external stakeholders and business partners
who are demanding it

* Increase in supply-chain sustainability info
requests

« SMEs will respond differently depending on
their size, sector, ownership, business models
and avallable resources




Additional Practitioner Services

* Request a practitioner to undertake an AUP
engagement or obtain independent
assurance on sustainabllity information

 AUP engagements can be performed on
both financial and non-financial subject
matters using ISRS 4400 (Revised)

 Independent assurance enhances the
credibility and trust in an SMESs reported non-

financial information

AGREED-UPON PROCEDURES
ENGAGEMENTS




IFAC Resources

« Knowledge Gateway: www.ifac.org/Gateway

* Practice Transformation ‘Welcome to the Fast Future’

« Guide to Practice Management for SMPs
 Follow us on Twitter: IFAC_SMP
 Join us on LinkedIn: IFAC SMP Community

* [FAC SMP Advisory Group: www.ifac.org/SMP

Knowledge Gateway

Global Accountancy Knowledge, Resources & Tools

AN FAC SMP Community i

r
[gjr) @IFAC_SMP

Ry : )
Lufl' International Federation of Accountants

Re=—d



http://www.ifac.org/Gateway
https://www.ifac.org/knowledge-gateway/preparing-future-ready-professionals/discussion/welcome-fast-future
https://www.ifac.org/knowledge-gateway/preparing-future-ready-professionals/publications/guide-practice-management-small-and-medium-sized-practices
https://twitter.com/IFAC_SMP
http://www.linkedin.com/groups?home=&gid=4542841&trk=anet_ug_hm
http://www.ifac.org/SMP

EXPERIENCE SHARING: PERSPECTIVES ON THE
OPPORTUNITIES FOR SMES AND SMPs

Moderator: Ms. Faith Ngwenya, PAFA EAA_TAG
Chairperson, SAIPA Executive

Participants:

 Mr. Paul Thompson, Director: European
Federation of Accountants and Auditors for
SMEs

* Mr. Rodney Ndamba, CEO, Institute for
Sustainability Africa

« Ms Bongiwe Mbungwe, Partner; Mazars -
Business Sustainability

AAAAAAAAAAAAAAAAAAAA
OOOOOOOOOOOOO



Sustainability: Perspectives on the Opportunities
for SMPs

Paul Thompson, Director, EFAA
3 August 2022

EUROPEAN FEDERATION
OF ACCOUNTANTS AND AUDITORS
FOR SMES



Challenges - Competition @

* Rapid increase in consultants of various sizes
* Competitors sometimes lack skills and commitment to ethics

 Sustainability reporting and assurance

e The State of Play in Sustainability Assurance, IFAC, June 2021

* Audit market is highly concentrated in many member states - risk of
similar concentration in sustainability reporting and assurance market


https://www.ifac.org/knowledge-gateway/contributing-global-economy/discussion/state-play-sustainability-assurance

EFAA Response @

* Three-part strategy

* Advocacy and awareness raising
e Capacity building
* Policy and standards

e Dedicated section of website 'SMPs Supporting Sustainability’
and of Latest from Brussels e-newsletter



https://efaa.com/tag/smps-supporting-sustainability/
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SMEs -/Emerging Businesses (EB) =Cong

= SMESs represent on average 95% of companies in
most countries.

= They contribute significantly to sustainable
development in emerging economies with up to
60% of total employment and 40% of GDP.

= SMEs have been under pressure from MNEs for
responsible business practices if they want to
qualify in their supply chain. As such,
sustainability reporting is the viable option for
SMEs in Africa to also contribute to sustainable
development and poverty alleviation.




1. The Starting Point..

= Corporate Sustainability — involves integrating
economic, environmental, social and governance
aspects in business strategy, operations and
decisions for long term business success.

= Sustainability reporting provides the step-by-
step process of implementing corporate
sustainability.

= Itis a comprehensive risk management and
business strategy that does not focus on
financials only but integration of environmental,
social and governance aspects in business’s
value chain.




1.1. The Economics of Corporate Sustainability

W

= Corporate sustainability and reporting is not just
about collecting the figures or numbers and
reporting them but about the transformation
and impacts of an organisation.




2. Sustainability Reporting Standards

Most widely used are the Global Reporting Initiative
(GRI) Standards for the following reasons:

= Allows contextualisation (e.g. reporting materials
issues in the company’s context and environment).

= Impacts driven and inclusivity (stakeholder
involvement.

= Provide comprehensive guide for emerging
businesses to de-risk and find opportunities (

).

= Aligned to sustainable development and climate
reporting.




3. Value of Corporate Sustainability to'S

. E 1
Business R?stlg Iprise

Growth Management

Adopted from Mckinsey 2018




3.1. Benefits of Corporate Sustainability to

= Innovation.

» Cost saving.

« Brand differentiation.
= Long term thinking.

= Build stakeholder capital.



4. Threats and challenges

= Sustainability reporting being reduced to
compliance issue or tick box rather than a
sustainable business strategy and accountability
mechanism.

= Lack of investment toward sustainability strategy
and legitimate implementation.

= Poor data quality due to system challenges and
unsustainable business models.

= Lack of alignment between sustainability reporting,
business strategy and leadership philosophy.




5. Cases studies

- — ‘SMEs that do report say
sustainability reporting had improved
productivity, reduced costs, strengthened their
competitiveness and opened up new markets’.

: The company
was losing 2% of its production time. But when
they introduced sustainability reporting using
GRI Standards for SMEs, the company
recovered and ended up becoming the first
carbon neutral garment factory in Africa and
attract global franchise. The company was
bought with 40 employees and grew to over 450
employees.




William Hughes, Mazars UK (2021) - (Former Founding Director,
Impahla Clothing, SA)




— Miguel (2021),
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Institute for Sustainability Africa

An Independent multi-disciplinary think-tank
and research institute working towards
‘advancing sustainability initiatives for Africa’.

Founded in 2010 in Zimbabwe to transform
businesses, organisations, capital markets and
people in African countries.

Member of the UN Sustainable Development
Solutions Network (UNSDSN).

Supporting Member of the Good Governance
Academy (GGA).




Institute for Sustainability Africa (INSAF)
22 Walter Hill Ave, Eastlea,
Harare

Zimbabwe
Africa

Phone: +263 242 796501
Mobile: +263 773057483

Email: rndamba@insafrica.org.zw or
ndambar2@yahoo.co.uk

Web: www.instforsustainafrica.org
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QUESTIONS AND
ANSWERS

Ms. Faith Ngwenya, PAFA
EAA_TAG Chairperson,
SAIPA Executive



CLOSING
REMARKS

Mr. David Madon, Director, IFAC '




Follow us

Thank you!
Lebogang Senne, Director: Technical Excellence

lebogangs@pafa.org.za
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