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The chanding risk landscape: 2007- 2020

Top 5 Global Risks in Terms of Likelihood
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Top 5 Global Risks in Terms of Impact
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Source: World
Economic Forum, The
Global Risks Reports
2020, accessed 10 Nov
2020
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Pr0gressing the Sustananiity agenda j

September 2020

Time to raise the bar on climate change reporting

“Users of corporate reports expect more from companies, auditors, regulators and Consultation Paper on

standard setters in terms of climate change reporting. While this review highlights Sustainability Reporting

some bright spots of better practice in both corporate reporting and auditing, we also Comments to be received by 31 December 2020

found that more needs to be done. | know that this is a difficult time to ask for more, Roverber 201

but now is the time for all of us to raise the bar.” — Sir Jonathan Thompson, Chief

ExeCUtive Of FRC IFRS’ Standards and climate-related disclosures

Source: UK Financial Reporting Council News, 10 Nov 2020

International Finance Corporation and the Hong Kong Monetary Authority
Launch New Alliance to Address Climate Change

“The HKMA's vision and continued progress towards making Hong Kong SAR a prominent green
finance hub for Asia, makes it the ideal inaugural partner to mainstream green finance in Asia,” -
Stephanie von Friedeburg, interim managing director, executive vice president and Chief
Operating Officer of IFC

B EE:IFRS
Source: Hong Kong Monetary Authority Press Release, 9 Nov 2020 e by | et 1
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https://www.hkma.gov.hk/eng/news-and-media/press-releases/2020/11/20201109-4/
https://www.frc.org.uk/news/november-2020/climate-pn
https://www.ifrs.org/news-and-events/2020/09/ifrs-foundation-trustees-consult-on-global-approach-to-sustainability-reporting/
https://cdn.ifrs.org/-/media/feature/news/2019/november/in-brief-climate-change-nick-anderson.pdf

Enhancing Corporate Reporting: The Way Forward

0gressing the sustainanilty agenda (cont

International

n
of Accountants®

IFAC calls for a new Sustainability Standards Board alongside the IASB

and alignment

STRUCTURE

The IFRS Foundation, with an enhanced remit and compaosition,
should create an International Sustainability Standards Board (ISSB"),
leveraging the independence and success of IFRS governance (ie.,
Monitoring Board and IFRS Foundation Trustees) to develop global
standards and rationalize the current fragmented ecosystem.

Clear support from global institutions like I0SCO and appropriate funding
are critical to success.

The IASB must remain focused on financial reporting standards.
Coordination between the ISSB and IASB will be necessary to avoid
overlaps and gaps (e.g., Management Commentary).

Applicability of ISSB standards should be determined (e.g., SMEs vs. PIEs).

The ISSB should engage with both IFRS and non-IFRS
Jurisdictions to encourage global adoption and use.

The I1SSB should adopt a “building blocks™ approach,
working with and leveraging the expertise and
disclosure requirements of leading initiatives, including
CDP, CDSB, GRI, lIRC, and SASB.

COMPLETING THE ECOSYSTEM
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BUILDING BLOCKS

»  Corporate governance must evolve to provide effective oversight of expanded reporting obligations.

*  Enhanced corporate controls and data systems will be necessary to generate high quality information.
Assurance is a necessary component of the global system. The work by the IAASB will play a critical role.

*  Reporting standards and assurance processes must be digital ready.

*  Professional accountants and firms need to continue to enhance their competencies to prepare and assure this new
information and work closely with experts in sustainability and other fields.

Providers of sustainability/ESG ratings, rankings or indices should embrace the development of global reporting
requirements so that consistent, comparable, reliable, and assurable infoermation can be incorperated into their work.

Public sector reporting should also evolve to require more comprehensive information.

Block 1: Requirements for material non-financial information focused on
company performance, risk profile, economic decisions and enterprise
value creation should be the remit of the ISSB. This focus is consistent
with the work of the IASB and will attract broad global support.

Block 2: The ISSB should also collaborate with respect to reporting
requirements designed to address broader, matenal sustainable
development and company impacts on economy, environment, and
people. These requirements may ulimately be incorporated or endorsed
into ISSB standards.

Block 3: The system should accommodate supplemental jurisdictional
requirements to support local public accountability. These should not
detract from Blocks 1 or 2 and may be absorbed into them over time.

Framework: Financial and non-financial information
should be connected through a conceptual framework.
Integrated reporting principles and the work of TCFD
should serve as a starting point.
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“The time for a global solution is now. Given the
momentum that has developed this year—because of
work by Accountancy Europe, WEF/IBC, the
European Commission, the IOSCO Task Force and
the five leading reporting initiatives—we have a
unique opportunity to act in concert to do the right
thing in the public interest. IFAC believes the IFRS
Foundation, with the backing of public authorities, is
optimally positioned to lead and coordinate this
initiative, and they would do so with our full
support.”

Kevin Dacey, IFAC CEO, 11 Sept 2020

Source: IFAC calls for Creation of
an International Sustainability
Standards Board Alongside the
IASB, accessed 11 Nov 2020
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https://www.ifac.org/news-events/2020-09/ifac-calls-creation-international-sustainability-standards-board-alongside-international-accounting

The four pillars

Principles of
Governance

The definition of
governance is evolving
as organizations are
increasingly expected to
define and embed their
purpose at the centre of
their business. But the
principles of agency,
accountability and
stewardship continue to
be vital for truly “good
governance”.

Planet

An ambition to protect
the planet from
degradation, including
through sustainable
consumption and
production, sustainably
managing its natural
resources and taking
urgent action on climate
change, so that it can
support the needs of the
present and future
generations.
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People

An ambition to end
poverty and hunger, in all
their forms and
dimensions, and to
ensure that all human
beings can fulfil their
potential in dignity and
equality and in a healthy
environment.

Prosperity

An ambition to ensure
that all human beings
can enjoy prosperous
and fuffilling lives and
that economic, social
and technological
progress occurs in
harmony with nature.
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https://www.hkicpa.org.hk/-/media/HKICPA-Website/New-HKICPA/Standards-and-regulation/SSD/02_Open-for-comment/auditing/2020/i2c_esg.pdf

AKEX TEVIBW Of eolTeparts for kY U1

The Exchange reviewed ESG reports for the financial year ended on 31 March, 30 June or 31 December 2018
from 400 randomly selected issuers

Key findings and recommendations of the ESG Disclosure Review include:

« Two-thirds of Sample Issuers disclosed that a materiality assessment had been undertaken, some described
the assessment in a more detailed manner than others. The Exchange emphasises the importance of
materiality since it is a fundamental element for a company to assess ESG-related risks it faces.

« ESG reports from a majority of Sample Issuers contained little or no description of board involvement. It
IS important for boards to be meaningfully involved in assessing and addressing ESG-related risks.

 When an issuer is required to “comply or explain”, only 3 per cent of such provisions were “explained”. The
high percentage of reports adopting the “comply” option may suggest that issuers have not properly
determined what is material to them, or that the “explain” option is believed to be a less-preferable option.
Issuers are reminded that if a “comply or explain” provision is immaterial to them, then an explanation to that
effect may well be appropriate. “Explanation” is not a less preferred or secondary option.

Source: Analysis of Environmental, Social and Governance Practice Disclosure In 2018 Revised HKEX ESG

reporting guide applies 1
July 2020
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https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Environmental-Social-and-Governance/Exchange-Publications-on-ESG/esgreport_2018.pdf?la=en
https://en-rules.hkex.com.hk/sites/default/files/net_file_store/HKEX4476_3841_VER20.pdf

RESOUICES
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Climate change

and corporate
value

What companies really think

A survey and report by Eversheds Sutherland
and KPMG IMPACT seeks to uncover the real

impact of climate change on company value and
how the global corporate world is responding
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Purpose or profit?
Why not both

On the cover

Kara Mangone an deurg-AhPark

Featured interviews
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Articles available on KPMG
IMPACT include:

» Creating trust in ESG data in real-
time

» Sector insights on climate
resilience and decarbonization

* Uncovering the true value of
alobal infrastructure

* More requlators pick up the ESG
baton



https://home.kpmg/xx/en/home/insights/2020/11/climate-change-and-corporate-value-what-companies-really-think.html#download
https://home.kpmg/xx/en/home/insights/2020/05/creating-trust-in-esg-data.html
https://home.kpmg/xx/en/home/insights/2020/11/sector-insights-on-climate-resilience-and-decarbonization.html
https://home.kpmg/xx/en/home/insights/2020/03/uncovering-true-value-of-global-infrastructure.html
https://home.kpmg/xx/en/home/insights/2020/11/more-regulators-pick-up-the-esg-baton.html
https://assets.kpmg/content/dam/kpmg/xx/pdf/2020/05/frontiers-in-finance.pdf

lentative dates and topcs for U2

« 11 December — Key year-end reporting considerations

For more details and access to our webinar series:
https://home.kpma/cn/en/home/services/audit/ifrs-news/financial-reporting-webinar-series.html
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