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Background Sustainable Development and SDG (1972-

1996)

&

UN Conference on the Human Environment

Jure 5-11, 1972: The Stockholm Declaration (26 principles to preserve
and enhance the human environment — Action plan: 109 specific
recommendation)
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UN General Assembly

Creation of World Commission on
Environment and Development (WCED)

December 1983: WCED, also known as the Brundtland
Commission, to formulate a global agenda for change to
year 2000 and beyond.

1984 1985 1986 1987 1988 1989

% Qur Common Future report

QOctober, 1987 Use and definition of
the concept of sustainable
development, for the first time.

Source: ZHAW based on https://treaties.un.org and https://www.un.org/en/conferences/environment

Qur Common Future report is debated
inthe UN General Assembly.

AUN Conference on Environment and
Development is decided upon.
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Earth Summit: Rio de Janeiro, BR

June 3-14,1993:

-Agenda 2021

-Rio Declaration and its 27 universal
principles.

-UN Framework Convention on Climate Change
(UNFCCO),

-Convention on Biological Diversity;
-Declaration on the principles of forest
management.

-Creation of the UN Commissionon
Sustainable Development (UN CSD)


https://treaties.un.org/
https://www.un.org/en/conferences/environment

Background Sustainable Development and SDG (1997-
2023)

Special
session UN
Assembly, NY:
223  Rio+45
s _Rio5,
[ ] June 23-27,1997:
Review progress made
on goals and Agenda
2021
o Millennium
¢ o Signing Kyoto @ Development
M Protocadl Gaals (MDG)
December 11, 1997:
Signed by 84 countries September 6, 2001:
in the Conference of :ioﬁ:::fn
S;‘P:?:'gs fothe Declaration: MDG to
be achieved by 2015
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Millennium )
Sunit, NY World Summit,
R — Johannesburg
September 6-8, 2000: B ——————
- Millennium Report August 24-Septerrber 4,
- Millennium Declaration 2002:
-Decisions related to
water, energy, health,
agriculture, bidogical
diversity and other area

-Pdlitical Declaration
and Implementation Plan
proposed

)

2004

)

Who Cares

2005

Wins Report
e

The term ESG was
officially coined

2006

Principles for Responsible
Investment (PRI)

April 2006: Six overarching PRI for
voluntary application tointegration ESG
consideration into investrment activities

2007

Effective date:

Protocal

February 16, 2005: About

141 countries had ratified

the agreement

World Summit, NY

September 14-16, 2005:
-Review progress made
since the Millennium
Declaration

2008

s

Kyoto

2009

Source: ZHAW based on https://treaties.un.org and https://www.un.org/en/conferences/environment

? @ Kyoto Protocal: st Period

January 1, 2008: About 176 countries
had ratified the agreement.

High-Level Meet

ing on MDG, NY

September 22-25: Review progress made

achieving the MDGs

2010
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MDG Summit,
NY

September 20-22, 2010:
Global Plan Action:
Keeping the promise:
united to achieve the
Miflennium Development
Goals.
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2013

Stockdhm+50
Jure 2-3,2022:
Apringboard for
. accelerating the
m Kyoto Protocol: implerrentationof
Z(b Periw the UN Decade of
T Actiontoachieve the
January 1,2013 SDGs
o0 0 . 09 e
w Effective date: SDGs N
/"/' and Paris Agreement '
e®e MDG Speaal January 1, 2016: SDGs enter intoforce
[ April 22, 2016: Paris Agreement was
e Pent signed by 196 parties
September 25, 2013: Novermber 4, 2016: Paris Agreements
UN mermbers agreed enters intoforce.
to celebrate a High
Level meeting to
adopt the SDGs in
September 2015.

2014

2015 2016 2017 2018 2019 2020 2021 2022 2023

Rio+20 I
Jure 20-22, 2012:
The future we vant . .
et Intertion o w Entry into force: Doha
developa set of Amendment
Sustainable
Development Goals December 31, 2020: About 148 parties
(SDGs) accepted the Amendment.
Sustainable Development Goals
. ‘)J (SDGs) and Paris Agreement
September 25, 2015: High-Level Summit, NY,
US, 193 parties adopted the SDGs
Doha Amendment: December 12, 2015: 196 parties adopted the
: Paris Agreement
Kyoto Protocol
December 8, 2012: About 55
countries signed the 5
amendment


https://treaties.un.org/
https://www.un.org/en/conferences/environment

Evolution to ESG disclosure standards

. Global
Reporting
Initiative *
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Climate
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Development at international level

Background

<
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Source: : https://sdgs.un.org/goals [downloaded 29.05.2023] 7



https://sdgs.un.org/goals

Development at international level

Background

!

Public and private sector entities should adapt their policies and operational terms to
address ESG (Environment, Social, and Governance) factors implied by the SDGs.

® Environment ® Social ® Governance
1. End Poverty |—
2. Zero Hunger |
3.  Good Heaith and Vvell-Beirg | — 8
4 Quaity Bducation e
5. Gender E quiality |
6. Clean Water and Sanitation I
7. Affordable and Clean Enercy |
8. Decent Work and Economic Grow i |
9. Industry, Innovation, and Infrastructuire | S
10. Reduced Inequrtie:s || S
11 Sustainalre Cities and Communies 1 Y e |
12. Resposible Consumption and Prod uction |
13 Clmate Actior EEeessssssssssTTTTT———
14, Life: Bl aw Vet |
15. Life on Land | —

16. Peace Justice, and SHromg 1N titLitiorS |
17. Partnerships for the Goals | E————

Source: Advancing Public Sector Sustainability Reporting (IPSASB, 2022) 8




Development at international level

Background

Task Force on Climate-related Financial Disclosures —
Financial Stability Board (FSB)

CDSB Framework - Climate Disclosure Standards Board (CDSB)

©:

CDSB
Framework

for reporting environmental &
social information

—— - Source: https://www.cdsb.net/ [downloaded 29.05.2023]

Value Reporting Foundation -
(Before International Integrated Reporting Council (IIRC) y
Sustainability Accounting Standards Board (SASB))

INTEGRATED S INTEGRATED SASB
THINKING REPORTING STANDARDS
PRINCIPLES FRAMEWORK

' VALUE
REPORTING

FOUNDATION

Source: hitps://www.valuereportingfoundation.org/ [downloaded 29.05.2023]




Development at international level

Background

In the private sector, there are a variety of frameworks for disclosing ESG
and climate information to different users, for example:

Global Reporting Initiative (GRI) about

sectors A
Cross- Ghre about

cutting L [ = topics

Universal Standards Sector Standards Topic Standards

Requirements and
principles for using the
GRI Standards
e €

Disclosures about the
reporting organization

GRI 303

Disclosures and
guidance about the
organization's material

topics
\
Apply all three Universal Use the Sector Standards that Select Topic Standards to report
Standards to your reporting apply to your sectors specific information on your

material topics

10

Source: https://www.globalreporting.org/ [downloaded 29.05.2023]



https://www.globalreporting.org/

Development at international level

Background

Consolidation of standards in the private sector

* The IFRS Foundation announces the creation of the International Sustainability
Standards
Board (ISSB) during the United Nations Climate Change Conference (COP26) in
Glasgow
(Scotland) in November 2021.

« The made the decision to consolidate the VRF and CDSB in June 2022
(achieved on 1 August 2022)

« But they will not consolidate the GRI, because of its wide use and broader

stakeholder concept.
B FRS

sustainability




Development at international level

The ISSB's mission is to develop standards that will result in a comprehensive and
high-quality global foundation of sustainability information focused on the needs of
investors and financial markets.

!

In June 2023 it issued the first two standards S1 and S2.

RS MRS

ustainability
June 2023 June 2023
IFRS S1 IFRS S2
IFRS® Sustainability Disclosure Standard IFRS® Sustainability Disclosure Standard
General Requirements for Disclosure of Climate-related Disclosures

Sustainability-related Financial Information

Fuente: https://www.ifrs.org/ [descargado 03.09.2023]

Interoational Sustainabllity Standards Baard. International Sustainability Standards Board

With single materiality, i.e., effects on the entity
12



https://www.ifrs.org/

Development at international level

IFRS S1

|

i

General Requirements for the Disclosure of IFRS S1
- R - - - IFRS*® Sustainability Disclosure Standard
sustainability-related Financial Information

General Requirements for Disclosure of
Sustainability-related Financial Information

* Obijective: To disclose information on
sustainability-related risks and opportunities to
users in order to assess the value of companies
and decide to resource it.

« Scope: Information on sustainability-related risks
and opportunities.

International Sustainability Standards Board

* Reporting entity: Same as the Financial
Statements.

» Core content: Disclosures on governance,
strategy, risk management; and metrics and 13
targets.




Development at international level

n mE3IFRS
Climate-related disclosures o RO
IFRS*® Sustainability Disclosure Standard
* Obijective: To disclose information on climate- PSR e

related risks and opportunities to users in order
to assess the value of businesses and decide to
provide resources to it.

« Scope: Information on climate-related risks and
opportunities.
* Physical risks
« Transactional risks
* Opportunities

International Sustainability Standards Board

« Core content: Climate-related disclosures,
climate, governances, strategy, risk
management; and metrics and targets.

14




Development at international level

European Union: New Directive on
Corporate Sustainability Reporting
(CSRD)

» Applies to listed and unlisted companies if they
reach a certain size
DRAFT EUROPEAN SUSTAINABILITY
« Strong focus on double-materiality, hence, does REPORTING STANDARDS
not follow IFRS. ESRS1
- Introduces the concept of "undertakings", seneralrequirements
which include the entire value chain (?)
« “Undertakings” does not translate well into
other languages

« July 2023: Endorsement of the first 12 European
Sustainability Reporting Standards (ESRS)

B EFRAG




Development at international level

First steps of the IPSASB in June 2020: | mxn
Questions and answers from the team

CLIMATE CHANGE: RELEVANT IPSASB GUIDANCE

« To discuss the relevance of RPG 3 Reporting on performance of services
with respect to climate change and the UN Sustainable Development
Goals (SDGs)

« Also relevant are RPG 1 Reporting on the long-term sustainability of an
entity's finances and RPG 2 Commentary on Financial Statements.

« The topic may have implications for the application of IPSAS 1
Presentation of Financial Statements, IPSAS 17 Property, Plant and
Equipment, IPSAS 19 Provisions, Contingent Liabilities and Contingent
Assets, IPSAS 21 Impairment of Non-Cash Generating Assets, IPSAS 26
Impairment of Cash Generating Assets, IPSAS 29/41 Financial

Instruments.
16




Development at international level

May 2022: Consultation by the IPSASB

« Pressure from the WB's "Sovereign Climate Advancing eie
and Nature Reporting" report e vl |

« Proposing that the IPSASB issue standards
on sustainability and climate disclosures

«  With focus on "General Disclosure
Requirements for Financial Information on
Sustainability" (~S1) and "Climate-related
Disclosures" (~S2)

 |ssue standards until end of 2023

- Results: Mostly favourable, but doubts about
IPSASB capacity

17




Development at international level

The rationale for developing a sovereign climate and nature
information framework

<(

@ May attract capital and have spillover effects on national policy formulation
to countries presenting this information

There is a growing demand for climate and nature-related financial
information from investors

Existing information does not meet the needs of investors and other
stakeholders

Source: ZHAW based on Sovereign Climate 18
and Nature Reporting (World Bank, 2022)




Development at international level

Benefits of preparing and presenting sovereign climate
and nature information

Governments

Investors

Other users

Improved access to capital from a wide range of investors.

Internal compression of climate and nature-related risks, bringing benefits
in governance and cost of capital.

Endow the country with the ability to shape the narrative on risk and
opportunity management.

Increased country capacity to identify, prioritize and invest public capital in
ways that enhance resilience.

Lead by example to help disseminate private sector sustainability reporting.

Increased ability to price climate and nature-related risks more accurately.
Increased ability to identify opportunities for investment in adaptation and
resilience projects and services.

Increased information with which to collaborate with governments to foster
improved risk management and opportunity utilization.

Better information on credit risks affecting the country, subnational
entities and companies.

Better visibility on the measures taken by countries to improve their
resilience and attract investor capital.

Source: ZHAW based on Sovereign Climate
and Nature Reporting (World Bank, 2022)



Development at international level

2023: IPSASB confirms next steps

« March 2023: Approval of the updated
RPG 1and 3

« June 2023: Decision to start standard
setting work

« September 2023: Approval of project
brief for the development of standard on
“Climate-related disclosures” and kick-off

- Exposure Draft expected Q3 or Q4/2024

~ e International Public
]' P S (.\ H, B Sector Accounting
L Standards Board®

Meeting: International Public Sector Accounting Agenda For:
Standards Board
Item [ Approval
Meeting Location: Zurich, Switzerland X Discussion
Informati
Meeting Date: September 12-15, 2023 13 L information
CLIMATE-RELATED DISCLOSURES
Project summary The project objective is to develop a public sector climate-related disclosures

improved decision-making

standard, separate from the current suite of IPSAS, to meet the needs of
users of public sector sustainability reports (service recipients and resource
providers) and ensure better transparency, accountability and enable

Project staff lead * Celine Chan, Senior Manager

will begin meeting in October 2023.

Task Force members | The IPSASB agreed to establish a Climate Topic Working Group. Members
of the group will be confirmed after the September 2023 Board meeting and

Meeting objectives Topic Agenda Item

Project management | Climate-related Disclosures: Exposure Draft Dashboard 1341
Instructions up to Previous Meeting 1312
Decisions up to Previous Meeting 1313
Climate-related Disclosures: Project Roadmap 1314

Decisions required at | Climate-related Disclosures — Project Plan and Timeline 1321

this meeting Key Public Sector Reporting Concepts and 1322
Terms

Other supporting Draft] SRS X, Climate related Disclosures 1331

items

Prepared by: Celine Chan (August 2023)

20







Reporting entity and its characteristics as a key issue

IPSASB considers Conceptual Framework as one of the key inputs

!

+ Multi-stakeholder model to * Provides a basis for E
address public sector needs identifying key public sector
* Leverage international concepts
standards - ISSB and GRI Consultation IPSASB Connectivity with financial
* Links to statistical reporting Paper & Conceptual reporting )
Feedback Framework
(. R

Global baseline for
financially material
sustainability disclosures
Basis for guidance to meet
public sector reporting needs /

Helps address multi-
stakeholder approach
« Consider public sector needs
balanced with materiality and
L cost-benefit constraints

Source: IPSASB, Agenda Item 13, September 2023 22




Reporting entity and its characteristics as a key issue

Characteristics of the Reporting Entity and Reporting entity as the key
conceptual issues for presenting sustainability-related financial
information

. IPSASB Conceptual Framework
Preface: Characteristics of Public Sector Entities
. Chapter 1: Role and authority of the conceptual framework
. Chapter 2: Objectives and users of general-purpose financial reporting
. Chapter 3: Qualitative characteristics
. Chapter 4: Reporting Entity

Chapter 7: Presentation in General Purpose Financial Reports (GPFR)

« Entity is key because it defines the scope and responsibility as a
preparer

23




Reporting entity and its characteristics as a key issue

Methodology

« Theoretical analysis, in particular analysis of the Basis for Conclusions
(BC) and the IPSASB meeting minutes

« 3 country cases of countries which are advanced in using IPSAS (or
IFRS) as the conceptual basis of their financial reporting and have a
history of preparing (broader) GPFR presenting sustainability-related

information
N\ L7
* United Kingdom 2N

AN
s

|

e New Zealand

« Switzerland H

—_—

\\\\3\*\_\\

—
= —
—_———

—_———

—
—_———————
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Reporting entity and its characteristics as a key issue

Characteristics of public sector entities

e.g. statistical guidance
for SDGs: Indicators

e.g. carbon taxes

Statistical Non-Exchange
Reporting Transactions

D

role in context -
. . LQ
of international ®
) D
trea.“eS, €.g. Regulatory Role Approved Budget -
Paris g
o

Agreer.nent Q
obligations 8“

Nature & Purpose
of Assets &
Liabilities

Nature & Longevity
of Public Sector

e.g. assets with Longevity requires
preservation purpose, sustainability
environmental liabilities

1. Are all relevant in the
context of sustainability-
related financial information.

Most relevant

Approved Budget
Non-exchange Transactions

... While
Regulatory Role

falls short in its current
description.

2. IPSASB did not consider
sustainability reporting when
developing them

25




Reporting entity and its characteristics as a key issue

Characteristics of public sector entities: International experience

* None of the three jurisdictions explicitly considers IPSASB-CF
characteristics for sustainability reporting

NUYP% - Consider characteristics not at all in national regulation

Z NN
<. . I Considers the characteristics for financial reporting, but
4 not for sustainability-reporting

sustainability reports are based on statistical sector >
dominant role

of statistical reporting for sustainability reporting
purposes

Bottom line: Quite different, despite very similar conceptual basis!
26

H  Does not consider characteristics in national regulation, but




Reporting entity and its characteristics as a key issue

Reporting Entity
«  Considerations for determining the reporting entity:

« Key characteristics: Cumulative requirements

»  Constituents provide resources or constituents receive
benefits; and

 User need: Recipients of information depend on this
source

. Additional considerations:

« Jurisdictional factors, e.g., legislation/regulation

 Responsibilities and capacities

27




Reporting entity and its characteristics as a key issue

Reporting Entity
«  Distinction between reporting entity and economic entity

«  Reporting entity: Single entity or group of entities, complying with key

characteristics
-
H H o

i
«  Economic entity: Group of controlling entity and controlled entities

I

28




Reporting entity and its characteristics as a key issue

Reporting Entity: International experience

« Reporting Entity for sustainability reporting purposes

N L7
AR

Group of entities, but different from financial reporting

Group of entities, same as for financial reporting
Hybrid approach: Entity plus entire Economy

Statistical sector, rather than reporting entity
With reference to IPSAS RPG1

29



Recommendations

To both national and international
authorities and standard setters

« R1: Use SDG as a reference point

 R2: Apply a broad definition of
stakeholders (similar to GRI or CSRD)

« R3: As a consequence of the broad
definition of stakeholders,
use double-materiality. However, be
cautious about inclusion
of up- and downstream activities in
the value chain because of public sector
characteristics.

30



Recommendations

 R4: Sustainability reporting was not the
focus when developing the IPSAS-CF and
its Preface, resulting in a narrower use of
the term sustainability. Therefore, revisit
the IPSAS-CF and its Preface

 RS: Despite having a similar conceptual
basis, the three country cases show
relevant differences in the way
sustainability-related information is
presented. This shows the need for
clarification at standards level

31




Recommendations

R6: Given the legal obligations
governments entered in the name of the
entire country, elaborate at the
relationship between jurisdictional
reporting and entity reporting

o

 RY7: Consider presenting information
about both, the jurisdiction and the entity

!
Id

. R8: Review RPG1, in respect of the use
of yet another concept of reporting entity
(General Government Sector)

32




Next steps PULSAR and KIPF collaboration

o

This paper is a first of a series of joint
knowledge products on this topic

Expected completion date of the first
paper is December 31, 2023

 The proposed title of the second
knowledge product is “Sustainability
Reporting: Implications for public sector
and the next steps”

Expected completion date of the second
paper is June 30, 2024

«  Key findings will be presented in the next
in person event

33
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