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Sustainability topics

. ACCARZn S8R RIERXH T IRRRE
v ERSLRIRE: bl
v RAvRitIE: AR
v SRS T R AE
v SRTRHEMETI: WREHEAR
v 2t TGS ISR R
v BERBHRNERELRE



https://cn.accaglobal.com/insights/c89/sustainability-reporting.html
https://cn.accaglobal.com/insights/c87/pro-accountants-heart-sustainable-orgs.html
https://cn.accaglobal.com/insights/c87/developing-skills-sustainable-business-finance-professional.html
https://cn.accaglobal.com/insights/c87/climate-action-accountancy-profession.html
https://cn.accaglobal.com/insights/c87/accountants-purpose-sustainable-organisations.html
https://cn.accaglobal.com/insights/c89/sustainability-transactions.html

Sustainability topics

s ACCAZ W HEIE T AW sustainabilitydd X< i

v SBRE & sustainability fEAEEZE = (syllabus sep23-jun24)
Part E Interpret financial statements for different stakeholders
d) Discuss the importance of sustainability reporting, integrated reporting and
segmental information to stakeholders
Part F The impact of changes and potential changes in accounting regulation
d) Discuss developments in corporate reporting related to sustainability reporting
and sustainability standards.
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ustainability topics

Sustainabllity reporting
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Sustainability topics
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IFRS Sustainability Disclosure Standards

IFRS 51 General Requirements for Disclosure of Sustainability- v v
related Financial Information
IFRS 52 Climate-related Disclosures v
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Sustainability topics in past exams

m Mar 2020 Q4a (8 marks)

Required: Discuss why the disclosure of sustainable information has
become an important and influential consideration for investors.

s HEIEFTESep/Dec 2022 Q4 Juan Co (25 marks)

(climate changes)




Sustainability topics in past exams

m Sep/Dec 2022 Q4 Juan Co (25 marks)

Juan Co is a group of companies which operates in the energy industry.
The financial year end of the company is 31 Dec 20X7.

Climate change issues-outlines the issues which Juan Co currently faces due to the

" impact of climate change.
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Sustainability topics in past exams

m Sep/Dec 2022 Q4 Juan Co (25 marks)

Juan Co has several coal-fired power plants and is currently facing challenges dealing
with the impact of climate change. Juan Co has not considered the effect of climate
change when preparing the current financial statements. There has been a decline in the
demand for the energy from Juan Co's coal-fired plants because of the volume of
greenhouse gases emitted by the plants. The company Is committed to meeting the
expanding climate change regulations of its junisdiction relating to emissions. If a
company does not meet the jurisdiction’s climate-related targets, then fines are imposed
by the government for this faillure. Juan Co is also considering a restructure to achieve
eco-design of its products and services and to improve the energy efficiency of its
existing buildings. As a result, Juan Co has had to change and adapt its business
activities and operations, including increased expenditure on research and
development.
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Sustainability topics in past exams

m Sep/Dec 2022 Q4 Juan Co (25 marks)

The company has revised its assumptions about future profitability and cash flows
based upon it cutting its emissions. If it does not cut emissions, it will risk losing many
customers. Juan Co’s supply chains are becoming more complex and globally spread
with many points of possible failure. Juan Co has subsidiaries in regions of the world
which are subject to weather extremes and anticipates some physical harm to its property,
plant and equipment because of this. There is the likelihood that some of the power
plants will require decommissioning sooner than expected which will mean restoring the
land damage. Some restoration work may not be possible at the level required by
regulatory changes. Corporate risk is increasing due to environmental damage caused by
climate change. Investors are worried about their share value in Juan Co because of an
anticipated increase in carbon taxes and the significant costs which the company will have
to incur if it is to meet its commitments. In the financial statements

for the year ended 31 December 20X7, Juan Co has camed out impairment
tests and has not recognised an impairment loss.
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Sustainability topics in past exams

m Sep/Dec 2022 Q4 Juan Co (25 marks)

Requirements:
(a) Many preparers of financial statements feel that there is sufficient disclosure of climate-related

matters in the management commentary and therefore there is no need to disclose any further
information in the actual financial statements, especially if there is no impact on those financial
statements. Even though there is an acceptance that investors feel such information is important,
some preparers think that the materiality decision does not extend to climate change as there is
no IFRS standard dealing with the subject.

Discuss the validity of the above views expressed by preparers of financial statements regarding
materiality. (5 marks)

Investors HFIZEENSEHEHREEHES

Think Ahead © ACCA Public 13




Sustainability topics in past exams

m Sep/Dec 2022 Q4 Juan Co (25 marks)

Requirements:
(b) Discuss the potential effects of climate-related matters on the financial statements of Juan Co

for the year ended 31 December 20X7 in applying the following IFRS standards.

() IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets. (6 marks)

(i) IAS 36 Impairment of Assets (6 marks)

(i) IAS 37 Provisions, Contingent Liabilities and Contingent Assets. (6 marks)
Professional marks will be awarded for the overall understanding of climate-related issues
In corporate reporting. (2 marks)
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Marks Marks

4 (a}) 1 mark per discussion point and application to the scenario, incheding:
Status of management commentary Max 1
Materiality Max 3
Relationship with IFRS Standard requirements Max 3 L

(b} @ 1 mark per disoussion point of key principles in IAS 16 and 1AS 38, and

application to the scenario including
Capitalisation of costs Max 3
Deprecizlion/amartization Max 3 &

(i) 1 mark per disoussion point of key principles in [AS 36 and application 1o
the scenario including:

mpairment review procedurne Max 2

ndications of impairment Max 3

Value in use considerations Max 2

Disclceame: Maz 1 6

(i)} 1 mark per disoussion point of key principles in A5 37 and application io

the scenario including:

Provision/contingency requirements Max 2

Maasyrement Max 4

Decommissioning and resioralion Max 2 &
Profies=ional marks — for overall understanding of climate-rated sues in corporate reporting ?
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Sustainability topics in past exams

m Sep/Dec 2022 Q4 Juan Co (25 marks)

Answer:

(a) if the information is material, companies should disclose how climate-related risks have affected
judgements made in relation to the recognition and measurement of items in the financial statements.
Companies will therefore need to consider whether to provide additional disclosures when compliance
with the specific requirements in IFRS standards is insufficient to enable investors to understand the
impact of climate-related matters on the company’s financial position and financial performance.
Companies may need to disclose to investors the significant estimates or judgements they have
made about climate-related risks even if they currently face no financial impact or significant risk of
materially adjusting the carrying amounts of assets and liabilities in the next financial year and, hence,
are not required by IAS 1 Presentation of Financial Statements to make such disclosure.
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Sustainability topics in past exams

Sep/Dec 2022 Q4 Juan Co (25 marks)

(b)(DIAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets

Juan Co is committed to changing and adapting its business activities and operations,
including research and development. It will incur increased costs in improving the energy
efficiency of its existing buildings. IAS 16 specifies requirements for the recognition of
these costs as assets. There may, in addition, be an increase in expenditure of research
and development. IAS 38 also requires disclosure of the amounts of research and
development expenditure recognised as an expense and capitalised during the
reporting period. Climate change may affect the estimated residual values and expected
useful lives of assets because of obsolescence or compliance with changes in the law.
Many of its subsidiaries sit in the regions of the world which are subject to weather
extremes which may cause additional wear and tear on the assets. IAS 16 and IAS 38
require companies to review residual values and useful lives at least annually, and to
reflect the changes in the depreciation and amortisation charges_|
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Current Regulations
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Technical Articles

= Climate-related disclosures and investor focus

The Sustainable Development Goals
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