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PURPOSE

1.

This paper provides an update on activities undertaken in support of the Panel’'s ongoing
International Education Standards (IES) Sustainability Reporting Project (SRP) since October
2024.

PROGRESS UPDATE SINCE OCTOBER 2024

2.

At the October 2024 Panel meeting, the SRP’s Working Group' (SWG) provided an update on its
progress. This included providing updated proposals to the IES 2 Technical Competence
assurance and audit competence areas, which reflected feedback received in response to the
exposure draft (refer to Appendix A for the working summary of feedback — please note,
paragraphs 1-22 were previously presented to the Panel in October; paragraphs 23-26 cover new
feedback points agreed during October-November 2024 by the SWG), as well as the Accountancy
Education Directors Forum held in September 2024.

The Panel discussed these proposals and provided further feedback and views to the SWG.
The SWG then arranged further targeted feedback sessions with six stakeholders representing
PAOs and firms. The SWG reflected on all of this feedback and has updated the assurance and
audit competence areas to reflect this.

. Appendix B provides a comparison of the “as exposed” and SWG proposed revisions in

response to comments. Please note, an earlier version was provided to the Panel in October
2024 — this version provided for the November 2024 reflects additional changes.

Having completed the review of substantive comments on assurance and audit, the SWG has
been progressing on its review of the remaining feedback points. The SWG has completed review
of the learning outcomes in competence areas (a) Financial accounting and reporting, (b)
Management accounting, (c) Finance and financial management, (d) Taxation, (e) Assurance,
and (f) Audit — the results of these changes are reflected in Appendix C.

" Current members of the Sustainability Working Group are Anne-Marie Vitale (chair), Innocent Okwuosa, Adriana Florina Popa, Susan

Flis, Stacey Ann Golding, Nadine Kater, Yoichi Mori, Bruce Vivian and Michelle Cardwell.
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6. The SWG will be reviewing remaining drafting comments on the competence areas of IES 2, as
well as IES 3 — Professional Skills (IES 3) and IES 4 — Professional Values, Ethics, and Attitudes
(IES 4) in November 2024. The SWG also intends to draft additional paragraphs for the
Explanatory Materials to provide guidance and examples on how sustainability fits within the
competence areas.

7. Appendix C provides an overview of the updates to IES 2 learning outcomes agreed to date. The
previously exposed learning outcomes are set out in the first column, alongside the SWG’s
proposed updates to these (second column), and the rationale for the proposed changes (third
column). Where the SWG has not proposed amending the version presented in the exposure
draft, the rationale included remains the same as in the exposure draft. Where the second column
is blank, the SWG proposes to retain the language from the exposure draft without further
amendment. The updates to the Explanatory Material are still being drafted so are not included
in Appendix C at this time.

8. The SWG intends to have completed its review of the remaining drafting comments by December
6, 2024, with an aim of presenting the DWG draft proposals to review from December 9, 2024 to
January 6, 2025. The SWG aims for an updated version to be provided to the Panel for review
and consideration of endorsement in January 2025.

9. The SWG has set forth two possible timeline scenarios: a timeline without re-exposure and a
timeline with re-exposure. In sum, re-exposing the standards will change the IFAC Board
approval date from February 2025 to June 2025. The originally planned IFAC Board approval
date was November 2024. Please see the section titled “Questions for the Panel” for further
information on considerations for re-exposure.

Remaining SRP activities Date — assuming no re-exposure
To complete by December 6

SWG to review and process updates for
remaining ED comments
December 9 — January 6

January 15, 2025 (distribution date for
Panel meeting)

DWG to review updated ED package

Updated IES 2, 3, and 4, any applicable
Conforming Amendments and Glossary
updates, and Basis of Conclusion
provided to IPAE for review

January 29-30, 2025 (Panel meeting)

February 2025
July 1, 2026

IPAE review and endorsement
Submitted to IFAC Board for approval

Effective date
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Date — assuming re-exposure

Remaining SRP activities

SWG to review and process updates for
remaining ED comments

DWG to review updated ED package

Updated Re-Exposure Draft for IES 2, 3,
and 4, including Explanatory
Memorandum provided to IPAE for
review

IPAE review and endorsement for
publication of re-exposure

Publication of Re-Exposure Draft,
including Explanatory Memorandum

Comment period closes — 60 days
SWG reviews and updates for
comments

DWG review of any changes

IPAE reviews and endorsement

Submitted to IFAC Board for approval
Effective date

To complete by December 6

December 9 — January 6

January 15, 2025 (distribution date for
Panel meeting)

January 29-30, 2025 (Panel meeting)

w/c February 3, 2025 (to confirm with IFAC
Comms)

April 3, 2025 (to confirm with IFAC Comms,
subject to date of publication)
April 2025

April 2025

April/May 2025 (Panel meeting date TBC —
likely an exceptional meeting will be
required)

June 2025

To be determined by IPAE — likely either
July 1, 2026 or January 1, 2027

10. If re-exposure is not required, the Panel will submit the updated IES 2, 3 and 4 to the IFAC Board
for approval in February 2025. The effective date would remain July 1, 2026, as per the Exposure
Draft. If re-exposure is required, the Panel will review and adjust the effective date.

APPENDICES

Appendix A — SRP -- Project Summary Paper to date
Appendix B — Assurance and Audit Competence Areas Proposals
Appendix C — IES 2 — agreed SWG proposals to date
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APPENDIX A: SRP - PROJECT SUMMARY PAPER TO DATE

Overview of responses and Exposure Draft questions

1.

2.

The consultation on proposed updates to the SRP closed on July 24, 2024. In total, 44
response letters were submitted. Responses are from a broad range of geographic
stakeholders, as depicted in the table below.

Region Responses

Africa and Middle East

Asia

Australasia and Oceania

Europe 1
International

Latin America and Caribbean

North America

Total 44

NN O© OowN N B

The majority of responses were supportive of generally including sustainability reporting
considerations in the IES. Of the 44 response letters, 42 (95%) positively indicated support for
the proposals to update IES 6. The remaining two responses (CA Sri Lanka and Rakesh
Choudhary & Associates Chartered Accountants, an accounting firm from India), while they did
not provide an explicit statement of support, did provide detailed comments on the proposed
learning outcomes which demonstrated their implicit support for sustainability being integrated
into the IES.

Question 1: Do you support the proposed revisions to IES 2, 3, and 4 for sustainability?

3.

In response to Question 1, 37 (88%) responses explicitly answered yes. Two (5%) responses
(CPA Canada, FAR) noted they neither agreed/disagreed, and one (2%) (CPA Australia)
provided commentary but did not provide an explicit agree/disagree position. Four (10%)
responses did not answer Question 1 (PAEE, CA Sri Lanka, GAA and Rakesh Choudhary &
Associates Chartered Accountants).

Question 2: Are the sustainability learning outcomes sufficient and appropriate for aspiring
professional accountants?

4.

Similar views were expressed for Question 2. In total 33 (79%) agreed with Question 2. Many of
those who agreed also provided other detailed comments, either in response to this question or
to other questions in the exposure draft. The SWG is reviewing this feedback in detail; key
themes reviewed to date are discussed in the paragraphs below. In many cases these
suggestions aim to make it clearer how sustainability relates to the specific learning outcome.
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5. Six (AIA, CPA Australia, AICPA & CIMA, FAR, PAEE, and NBA), (12%) explicitly responded to
Q2 indicating they disagreed that the sustainability learning outcomes were sufficient and
appropriate. These reasons noted can be summarized as follows:

Proposals should be more explicit/stronger

a. Association of International Accountants (AlA) — felt the IES would be strengthened
by included more sustainability-specific learning outcomes and definitions, including
a separate sustainability competence area, and potentially as supplement to explain
how sustainability applies to the learning outcomes.

b. CPA Australia — they believe there are aspects of sustainability that need to go
above and beyond embedding in the IES alongside core curricula, particularly
flagging financial accounting, disclosure and reporting, as well as management
accounting as areas needing further sustainability emphasis.

c. AICPA & CIMA —raised a concern that treating sustainability as a ‘given’ will not be
recognized. In particular, they view not calling out specificities of sustainability issues
as an area of danger.

Proposals are too detailed / go too far:

d. FAR - while noting the growing importance of sustainability, noted there is a risk in
imposing requirements while it matures. They felt the proposals were too far
reaching by requiring the ability to prepare sustainability reports but supported the
updates to IES 3.

e. PAEE - flagged concern that some changes may suggest an expert level of
knowledge, which would be unlikely for a newly qualified accountant or audit. They
raised concern that some elements may be unattainable for professional bodies.

Disagreed on basis of limited comments

f.  NBA — noted they felt the learning outcomes for IES 2 were sufficient except in the
Assurance competence area, where they flagged four specific comments. Likewise,
they noted IES 3 was sufficient except for two specific comments on the
Interpersonal and communication competence area.

6. One (CPA Canada) noted they did not agree or disagree. However, they noted they felt more
sustainability concepts should be added into the IES and noted a number of areas where they
felt sustainability could be more explicitly referenced.

7. Four (CA Sri Lanka, IESBA, GAA, and Rakesh Choudhary & Associates Chartered
Accountants) did not answer the question or provide a statement that could be interpreted.

Question 3a: Do you support the proposal to create a new competence area for assurance?
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8. Of the 44 responses, 35 (80%) supported the creation of a new assurance competence area.
Many of those who supported this proposal noted a need to clarify how the assurance and audit
competence areas interact with each other, including considering which topics are covered
under each competence area. Appendix B sets out the SWG’s proposals to address these
clarification points.

9. Of the remaining responses, three (7%) stated they did not agree or disagree, while two (5%)
did not respond to the question.

10. Four disagreed with the creation of a new competence areas for the following reasons:

a. ICAEW - felt that splitting these would potentially cause confusion and require
additional work.

b. NBA — felt it would create inefficiency and additional study load

c. Public Accountants and Auditors Board (Zimbabwe) — felt the current assurance
learning outcome was sufficient

d. CPA Australia — would introduce redundancy, be inconsistent with integrating
sustainability in the IES and require significant resource to split.

Question 3b: Is the level of the proposed assurance competence area and learning outcomes at
foundation level, appropriate for aspiring professional accountants?

11. Of the 44 responses, 30 (68%) supported the assurance competence area being set at
foundation. Of those supportive, eight noted that IFAC should review the competence level in
the future, as they felt it may need to be adjusted to intermediate as sustainability assurance
matures.

12. One response was uncertain on the level (BAFA), while another noted they did not agree nor
disagree with the level (IAMI). Four responses did not respond to the question on competence
level (CA Sri Lanka, PAEE, GAA, and Rakesh Choudhary & Associates Chartered
Accountants).

13. Eight (18%) responses disagreed with the competence level being set at foundation. These
responses noted that it would suggest assurance required a lower level of competence and
could be viewed as inconsistent with other competence areas.

Question 4: Are there any terms within the new and revised learning outcomes of IES 2, 3, and 4
which require further clarification?

14. Of the 44 responses, 27 (61%) flagged new terms may be needed in the glossary or in
guidance, while 13 (30%) did not flag any terminology concerns. The remaining 4 (9%) did not
respond to this question.
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15. The three most frequently flagged terms included reference to a systems-thinking approach,
value chains, and scenario analysis.

Question 5: Do you believe that the adoption and implementation, including the proposed effective
date, of the proposed revised IES 2, 3, and 4 will present any challenges to your organization?

16. Of the 44 responses, 22 (50%) noted that challenges would be expected in implementing the
proposals, while 17 (39%) noted they did not expect challenges. The remaining five (11%) did
not respond.

Key feedback points (not comprehensive) raised and how the SWG is addressing

17. Governance: Two responses (PAEE and ICAEW) raised concerns about the governance over
the process of updating the IES, now that the International Accountancy Education Standards
Board no longer exists. These concerns were raised across their responses to IES 6 and the
SRP. The Panel will consider these points separately as part of agenda ltem 7.

18. Balance of overall proposals: As noted in paragraphs 4-7, respondents were asked for their
overall view on the sufficiency and appropriateness of the proposed updates to learning
outcomes. Overall, the vast majority of respondents indicated support for this, while four
suggested they did not go far enough, and two suggested the proposals went too far. In light of
this, the SWG discussed whether sustainability should be made more explicit.

19. The SWG affirmed their continued support for embedding sustainability into the IES and noted
that they will review competence areas against specific feedback for strengthening where
relevant. Management accounting will be a focus as the SWG debates further updates, as well
as potential updates to the Explanatory Material in IES 2 which would provide further detail on
specific competence areas.

20. Assurance and audit competence areas: As noted in paragraphs 8-13, the split between
assurance and audit, as well as the proficiency level were flagged as key areas for the SWG.
The SWG has reviewed these competence areas and proposed updates which would move
assurance before audit, as well as realign learning outcomes between the two competence
areas. Refer to Appendix B for further details.

21. Systems-thinking approach: As noted in paragraph 15, a number of responses requested a
definition for a systems-thinking approach. This was in reference to the IES 2 learning outcome
Business strategy and management (iii) Analyze the external and internal factors that affect the
business model, value chain, and the strategy of an organization using a systems-thinking
approach. The SWG reviewed this and determined it would be appropriate to remove reference
to ‘a systems-thinking approach’ as this suggested a specific, defined approach, which was not
the intention of the SWG when drafting this.
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Terminology: As noted in paragraphs 14-15, a number of responses flagged a desire for
further definitions in the glossary or guidance clarifying terms. The SWG discussed the
feedback and determined that definitions should only be added to the glossary where there is a
specific educational angle to the term. Accordingly, the SWG determined it would not be
appropriate to add any new definitions, including the previously proposed additions for value
chain and scenario analysis, as these have no education specific interpretations. The SWG
intends to refer to definition sources in the Basis of Conclusions.

Title of IES 2 competence area (a) — Financial accounting and reporting: The exposure
draft proposed updating the title of competence area (a) from the extant ‘Financial accounting
and reporting’ to ‘Financial accounting, disclosure and reporting’. However, feedback flagged
concerns about the clarity of this title, including inconsistencies between how disclosure and
reporting is discussed throughout.

The SWG has reviewed a range of proposals to update this and determined from a clarity
perspective to revert to the extant. This is to reflect IFRS definitions on general purpose
financial reports, which include within them both the financial statements and sustainability-
related financial disclosures. To ensure consistency and clarity, the SWG likewise has proposed
updating references to general purpose financial reports, and updating Explanatory Material to
clarify this further.

Connectivity of information: Feedback was received from Deloitte highlighting a gap in
learning outcomes on connecting information across types of reporting. The SWG reviewed this
feedback and noted its importance to both reporting, as well as assurance. Accordingly,
learning outcomes on connected information (a defined term in IFRS) have been added to both
competence areas.

Other matters: The SWG continues to work through the remaining comments. The SWG will
provide an updated overview of these comments to the Panel at its January 2024 meeting.
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Appendix B — Assurance and Audit Competence Areas Proposals

(e) Assurance (f) Audit

SWG comment
(Foundation) (Intermediate)

(i) Explain the objectives, elements’ and phases of (i) Explain the objectives, elements’ and

assurance engagements. phases of audit engagements.

1: International Framework of Assurance 1: International Framework of Assurance
Engagements sets out five elements common to Engagements sets out five elements
all assurance engagements: a three-party common to all assurance engagements:
relationship; an underlying subject matter; criteria; a three-party relationship; an underlying
evidence; and an assurance report. subject matter; criteria; evidence; and

an assurance report.

Higher level needed for audit compared
(ii) Explain international standards on assurance? or | (ii) Apply International Standards on * togassurance P
other relevant assurance standards, laws and Auditing_(ISAs) or other relevant auditing
regulations. standards, laws, and regulations
2: International standards on assurance are those applicable to an audit of financial

standards issued by the International Auditing and statements.
Assurance Standards Board included in the
International Framework for Assurance

Engagements
. . : . . e Assurance specific learning outcome.
(iii) Explain th.e d|fferences.|n.plann|ng, performing, «  Inresponse to specific feedback on the
and reporting between limited and reasonable

exposure draft.
assurance engagements.

Higher level needed for audit compared
(iv) Describe the concept of material misstatement | (iii) Assess the risks of material * togassurance P
and its effect on an assurance engagement. misstatement in the financial statements
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(e) Assurance (f) Audit SWG comment

(Foundation) (Intermediate)
and consider the effect on the audit Assurance wording updated to reflect
strategy. specific feedback on materiality for

limited assurance engagements.

(v) Apply appropriate assurance procedures and
automated tools and techniques.

(iv) Apply appropriate audit procedures

and automated tools and techniques.

(vi) Identify relevant and reliable assurance evidence
to form judgments, make informed decisions and
reach well-reasoned conclusions.

(v) Identify relevant and reliable audit
evidence to form judgments, make
informed decisions and reach well-
reasoned conclusions.

Contradictory evidence split out below

(vii) Explain how contradictory assurance evidence
may affect judgments, decisions, and
conclusions.

(vi) Explain how contradictory audit
evidence may affect judgments,
decisions, and conclusions.

Contradictory evidence split out for
emphasis

(viii)Describe how connected information affects
assurance engagements.

This learning outcome ties to a proposed
update to the Financial Accounting &
Reporting competence area for specific
feedback on connectivity from Deloitte?.

2 For reference, the Financial Accounting & Reporting LO is: Evaluate connected information when preparing general purpose financial reports

Deloitte feedback: In IES 2, the technical competencies have been expanded to encompass learning outcomes that extend reporting to include both financial and sustainability reporting.
However, the revised competencies, while comprehensive, are presented separately and do not address the ‘link’ between these two key concepts. As the IFAC publication ‘Equipping
professional accountants for sustainability’ emphasizes, it is crucial for accountants to directly recognize the ‘connectivity’ between finance and sustainability.

More specifically, accountants should be adept at recognizing the interconnections between an entity's various sustainability-related risks and opportunities that could have a direct bearing
on the entity's financial prospects. They should also understand the connections within the entity’s sustainability-related financial disclosures, and between these disclosures and
other general purpose financial reports, such as the entity’s financial statements.

This understanding of 'connectivity' and the associated behaviors should be integral learning outcomes for aspiring accountants. It should be incorporated within both the technical
competencies and professional skills, rather than treating finance and sustainability as isolated topics. This approach will equip future accountants with a comprehensive
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(e) Assurance
(Foundation)

(f) Audit
(Intermediate)

SWG comment

(ix) Determine whether sufficient appropriate
assurance evidence has been obtained and
documented.

(viii) Evaluate whether sufficient
appropriate audit evidence has been
obtained and documented.

e Higher level needed for audit compared

to assurance

Comparison - Draft Proposed Assurance update vs Exposed Assurance Competence area

(e) Assurance — Proposed Update
(Foundation)

(f) Assurance — Exposure Draft
(Foundation)

SWG comment

(i) Explain the objectives, elements’ and phases of
assurance engagements.

1: International Framework of Assurance
Engagements sets out five elements common to
all assurance engagements: a three-party
relationship; an underlying subject matter; criteria;
evidence; and an assurance report.

(i) Describe the elements, objectives, and
phases involved in performing assurance
engagements, including assurance of
sustainability information.

e Adds in footnote to explain what is
included in elements, which is a
defined term — this responds to
specific feedback

(i) Explain international standards on assurance? or
other relevant assurance standards, laws and
regulations.

2: International standards on assurance are those
standards issued by the International Auditing and

(i) Explain international standards on
assurance or other relevant assurance

those applicable to assurance of
sustainability information.

standards, laws, and regulations, including

e Adds in footnote to explain what is
included in assurance standards.
This responds to specific feedback.

understanding of how sustainability impacts finance and vice versa, enabling them to provide a holistic view of an entity's performance. Therefore, we suggest amending a specific
learning outcome in IES 2's Competence area (a) to reflect the technical aspect of this connectivity.

Page 11 of 36



IPAE Meeting

Online meeting
November 21-22, 2024
Agenda Item 3

(e) Assurance — Proposed Update
(Foundation)

(f) Assurance — Exposure Draft
(Foundation)

SWG comment

Assurance Standards Board included in the
International Framework for Assurance

Engagements

(iii) Explain the differences in planning, performing,
and reporting between limited and reasonable
assurance engagements.

e Assurance specific learning
outcome. No audit equivalent.

e Inresponse to specific feedback on
the exposure draft.

(iv) Describe the concept of material misstatement
and its effect on an assurance engagement.

(iii) Describe the risks of material misstatement
and consider the impact on an assurance
engagement.

e Assurance wording updated to
reflect specific feedback on
materiality for limited assurance
engagements.

(v) Apply appropriate assurance procedures and
automated tools and techniques.

e Specific feedback received on
assurance having an equivalent
form to audit

(vi) Identify relevant and reliable assurance evidence
to form judgments, make informed decisions and
reach well-reasoned conclusions.

(iv)Identify relevant assurance evidence,
including contradictory evidence, to form

judgments, and reach informed conclusions.

e Wording updated for feedback on
removal of well-reasoned — this will
be consistent with wider changes
across IES.

e Splits contradictory evidence out
into (vii) for emphasis

(vii) Explain how contradictory assurance evidence
may affect judgments, decisions, and
conclusions.

e Splits contradictory evidence out to
highlight it

(viii) Describe how connected information affects
assurance engagements.

e Ties to a proposed update to the
Financial Accounting & Reporting
competence area for specific
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(e) Assurance — Proposed Update
(Foundation)

(f) Assurance — Exposure Draft
(Foundation)

SWG comment

feedback on connectivity from
Deloitte.

e Forreference, the Financial
Accounting & Reporting LO is:
Evaluate connected information when
preparing general purpose financial
reports

¢ No audit equivalent included.

(ix) Determine whether sufficient appropriate
assurance evidence has been obtained and
documented.

e Specific feedback received on
assurance having equivalent form to
audit — however, adjusted to lower
verb for foundation level.

Comparison — Draft Proposed Audit Update vs Exposed Audit Competence area

(f) Audit — Proposed Update
(Intermediate)

(f) Audit — Exposed
(Intermediate)

SWG comment

(i) Explain the objectives, elements! and phases of
audit engagements.

1: International Framework of Assurance
Engagements sets out five elements common to

all assurance engagements: a three-party

(i) Describe the elements, objectives, and
phases involved in performing an audit of
financial statements.

e Adds in footnote to explain what is
included in elements, which is a
defined term — this responds to
specific feedback

e Wording and order aligned with
assurance.
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(f) Audit — Proposed Update
(Intermediate)

(f) Audit — Exposed
(Intermediate)

SWG comment

relationship; an underlying subject matter; criteria;

evidence; and an assurance report.

(i) Apply International Standards on Auditing (ISAs)
or other relevant auditing standards, laws, and
regulations applicable to an audit of financial
statements.

(i) Apply International Standards on Auditing
(ISAs) or other relevant auditing standards,
laws, and regulations applicable to an audit
of financial statements.

e Unchanged from ED with only minor
adjustment from Extant

(iii) Assess the risks of material misstatement in the
financial statements and consider the effect on the
audit strategy.

(iii) Assess the risks of material misstatement in
the financial statements and consider the
impact on the audit strategy.

e Aligned impact to effect for greater
consistency between assurance and
audit

(iv) Apply appropriate audit procedures and
automated tools and techniques.

(iv)Apply quantitative methods_and appropriate
automated tools and techniques thatare used
in audit engagements.

e Quantitative methods updated to
procedures to include qualitative
considerations — specific feedback.

(v) Identify relevant and reliable audit evidence to
form judgments, make informed decisions and
reach well-reasoned conclusions.

(v) Identify relevant audit evidence, including
contradictory evidence, to iaform judgments,
make-deecisions; and reach informed well-
reasoned conclusions.

e Language updated to bring back
well-reasoned and decisions — this
was in response to specific
feedback.

e Contradictory evidence split out —
see below LO

(vi) Explain how contradictory audit evidence may
affect judgments, decisions, and conclusions.

e Contradictory evidence split out for
emphasis

(vii) Evaluate whether sufficient appropriate audit
evidence has been obtained and documented.

(vi)Conclude whether sufficient and appropriate
audit evidence has been obtained.

e Language updated to ‘evaluate’ as
conclude not in line with Bloom’s

directive verbs.
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(f) Audit — Proposed Update
(Intermediate)

(f) Audit — Exposed
(Intermediate)

SWG comment

e Documented added due to
importance for audit quality.

e Proposed for removal in ED given
the expansion of assurance
competence area. Still relevant to
not include.
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Appendix C - IES 2 — agreed SWG proposals to date

Note: The first column reflects the language proposed in the exposure draft. The middle column reflects changes proposed by the SWG
following review of response letters. If the middle column is blank, no change has been proposed as a result of the responses and the
SWG proposes to retain the ED version. The final column provides the SWG'’s rationale for a change. Where the rationale text is in red

it reflects a change from the exposure draft responses.

ED Proposal Updates post ED Rationale (changes from ED noted)
(a) Financial accounting, disclosure and (a) Financial accounting and reporting Feedback was raised noting concern about
reporting (Intermediate) the clarity of this title and when disclosure

(Intermediate)

vs. reporting should be used. As IFRSs
include both financial reporting and
sustainability-related disclosure standards,
it was determined that reporting provides
an inclusive label which covers both types
of standards.

(i) Apply accounting principles to transactions,
facts, and circumstances otherevents.

(i) Apply accounting principles to transactions
and other events based on facts and
circumstances.

Language updated to retain extant
reference to ‘transactions and other
events’ but amend to be based on facts
and circumstances, for consistency with
international standards.

(i) Apply International Financial Reporting
Standards (IFRSs)? or other relevant
standards to transactions, facts, and
circumstances ether-events.

2|FRSs include IFRS Accounting Standards issued by the

(i) Apply International Financial Reporting
Standards (IFRSs)? or other relevant standards
to transactions and other events_based on
facts and circumstances.

P IFRSs include IFRS Accounting Standards issued by the

International Accounting Standards Board, as well as

International Accounting Standards Board, as well as IFRS

IFRS Sustainability Disclosure Standards issued by the

Sustainability Disclosure Standards issued by the

International Sustainability Standards Board.

International Sustainability Standards Board.

IFRSs include IFRS Accounting
Standards issued by the International
Accounting Standards Board, as well as
IFRS Sustainability Disclosure Standards
issued by the International Sustainability
Standards Board. These include IFRS S1
(General Requirements for Disclosure of
Sustainability-related Financial
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ED Proposal

Updates post ED

Rationale (changes from ED noted)

Information) and IFRS S2 (Climate-
related Disclosures).

Language updated to retain extant

reference to ‘transactions and other

events’ but amend to be based on facts

and circumstances, for consistency with
international standards.

(iii)y Evaluate the appropriateness of accounting
policies used to prepare financial statements.

(iii) Evaluate the appropriateness of acceunting

Feedback noted that the exposure draft

policies used to prepare general purpose
financial reports®statements.

? General purpose financial reports include—but are not

proposals to include two separate policy
related learning outcomes was
inconsistent with the IFRS approach of
including sustainability within reporting

restricted to—an entity’s general purpose financial

Istatements and sustainability-related financial disclosures

standards. Accordingly, the Panel
removed the proposed (iv) and updated

(iii) to cover general purpose financial
reports, which include both general
purpose financial statements and
sustainability-related financial disclosures.
A clarifying footnote has likewise been
added.

(iv) Evaluate the appropriateness of policies
used to prepare sustainability disclosures

and reports.

A E ; ,  oolic I

The exposed learning outcome has been

i ability o I
Fepors:

removed as it is covered by (iii) above.

(iv) Evaluate connected information when
preparing general purpose financial reports.

Feedback on the Exposure Draft noted
the importance of connecting

sustainability-related risks and
opportunities with financial prospects, as
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well as the connections between
sustainability-related financial disclosures,
and those of financial statements. To
address this, the Panel has added in a
learning outcome on ‘connected
information’ in general purpose financial
reports. Connected information is a
concept in IFRS S1 (paragraphs 21-24).

(iv) Prepare financial statements, including
consolidated financial statements, and
sustainability disclosures, in accordance with
IFRSs or other relevant standards.

(iv) Prepare general purpose financial reports

Following feedback on clarifying between

statements, including consolidated financial
statements, in accordance with IFRSs or other
relevant standards.

disclosures and reports, the Panel
determined it would be appropriate to
update this to general purpose financial
reports, which include both general
purpose financial statements and
sustainability-related financial disclosures.
This is consistent with the approach used
above in (iii) and (iv).

(vi) Interpret financial statements, sustainability
disclosures, and other related disclosures

and reports.

(vi) Interpret.general purpose financial reports

Following feedback on clarifying between

statements-and related disclosures.

disclosures and reports, the Panel
determined it would be appropriate to
update this to general purpose financial
reports, which include both general
purpose financial statements and
sustainability-related financial disclosures.
This is consistent with the approach used
above in (iii), (iv), and (v).

(vii) Interpret reports that include non-financial
data and information.

Feedback indicated that this learning

outcome was no longer required as (vi)
would cover interpreting non-financial
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data and information included in general
purpose financial reports.

(b) Management accounting
(Intermediate)

(i) Prepare data and information to support
management decision making on topics
including setting metrics and targets,
planning and budgeting, cost management,
quality control, performance measurement,
and comparative analysis.

The addition of ‘setting metrics and
targets’ reflects the feedback on new
ways to measure data, including
sustainability metrics, as well financial
and performance metrics. This language
also aligns with IFRS S1 and S2
terminology.

(i) Apply_appropriate technology and
techniques to support management decision
making, including product costing, variance
analysis, inventory management, and
budgeting and forecasting, and value chain

analysis.

Technology addition reflects feedback on
importance of technology for analysis of
new types of data.

Value chain analysis was added to reflect
feedback on the importance of
sustainability considerations in
management accounting and strategic
decision making.

(iii) Apply appropriate quantitative techniques to
analyze cost behavior and the drivers of
costs.

(i)  Apply appropriate technology and
quantitative techniques to analyze cost behavior
and the drivers of costs.

Following feedback, we have removed
quantitative techniques, to broaden this
out so that quantitative and qualitative
techniques are part of this learning
outcome.

For consistency with (ii) we have also
added in technology to this learning
outcome.
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(iv) Analyze data and information to consider
alternatives and enable support
management to make informed decisions

making.

Reflects feedback on the need to
incorporate sustainability considerations
in management accounting and strategic
decision making. Considering alternatives
brings in non-financial considerations for
decision making. Inclusion of informed is
for consistency with other changes made
throughout IES 2, 3, and 4 (refer to
discussion on (e) Audit (v) below.

(v) Evaluate the performance of an organization

and its preduets-and business segments,
products, and services against metrics and

targets.

The performance of an organization was
added to reflect sustainability metrics are
likely to be measured at this level, rather
than at business segment level.

Services have been added to the learning
outcome, so the focus is no longer solely
on products.

The addition of ‘metrics and targets’
reflects the feedback on new ways to
measure data, including sustainability
metrics, as well financial and performance
metrics. This language also aligns with
IFRS S1 and S2 terminology.

(c) Finance and financial management
(Intermediate)

(i) Compare the various sources of financing
available to an organization, including bank

This learning outcome was discussed by
the Panel; no sustainability specific
changes were proposed. Sources of
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financing, financial instruments, and bond,
equity and treasury markets.

finance would include green finance. The
Panel felt it would not be appropriate to
call out green financing specifically, as it
would narrow the learning outcome.

(i) Analyze an organization’s cash flow and
working capital requirements.

The Panel debated and considered
potential revisions to this learning
outcome and concluded that a
sustainability specific revision is not
needed.

(iii) Analyze the current and anticipated future
financial performance and position of an
organization, using techniques including ratio
analysis, trend analysis,-and cash flow
analysis, and scenario analysis.

Terminology has been updated to align to
terminology in IFRS S1 and S2.
‘Scenario analysis’ was added to reflect
feedback on its increased importance to
support management decision making.

(iv) Evaluate the appropriateness of the
components used to calculate an
organization’s cost of capital.

The Panel debated and considered
potential revisions to this learning
outcome and concluded that a
sustainability specific revision is not
needed.

(v) Evaluate capital investment decisions, using
Apply-capital budgeting techniques_and
consideration of strategic factors-in-the

luation of capital

Reflects feedback on the importance of
factoring in sustainability considerations
as part of a capital investment decision

making, alongside financial factors.

Strategic factors could include financial,
sustainability, and strategic
considerations in capital investment
decisions. It was not considered
appropriate to specifically call out
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sustainability as there are other relevant
strategic factors that may need to be
considered.

(vi) Explain income, asset-based, and market
valuation approaches used for investment
decisions, business planning, and long-term
financial management.

The Panel debated and considered
potential revisions to this learning
outcome and concluded that a
sustainability specific revision is not
needed.

(d) Taxation
(Intermediate)

(i) Explain national taxation compliance and
filing requirements.

(i) Prepare direct and indirect tax calculations
for individuals and organizations.

(iii) Analyze the taxation issues associated with
non- complex international transactions.

(iv) Explain the differences between tax
planning, tax avoidance, and tax evasion.

No changes are suggested to the learning
outcomes for taxation. Relevant
sustainability aspects of taxation are
viewed as being included in understanding
national tax calculations, tax planning and
in non-complex international transactions.

f) Assurance
(Foundation)

(e) Assurance
(Foundation)

Audit and assurance are proposed to be
split into two separate competence areas.
This reflects feedback on the growing
importance of sustainability assurance
engagements, while maintaining audit as
the primary focus of the competence
area’s learning outcomes.

The majority of responses were positive
about separating assurance and audit into
two separate competence areas.
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However, a number raised concerns
about the relationship between assurance
and audit, and whether audit should be
treated as a sub-topic of assurance or as

a distinct topic.

The Panel discussed these concerns in
depth. As assurance is the umbrella term
and audit a specialized form of
assurance, the Panel reordered these
competence areas so that assurance is
presented first at foundation level,
followed by audit at intermediate level.
This scaffolds audit learning outcomes on
top of assurance learning outcomes,
which reflects the appropriate progression
in depth of learning between the

concepts.

(i) Describe the elements, objectives, and (i) Explain the objectives, elements' and Feedback was received requesting
phases involved in performing assurance phases of assurance engagements. clarifications on the use of ‘elements’ in
engagements, including assurance of this learning outcome. This learning
sustainability information. Footnote 1: International Framework of outcome was updated to include a

Assurance Engagements sets out five footnote clarifying the elements of an
elements common to all assurance assurance engagement, which are

engagements: a three-party relationship; an | included in the International Framework of
underlying subject matter; criteria; evidence;| Assurance Engagements.
and an assurance report.

Reference to assurance of sustainability
information was removed due to feedback
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expressing concerns that this would result

in other types of assurance would not be
taught.

In the audit competence area, learning
outcome (i) builds on this, requiring
aspiring professional accountants to
specifically consider these five elements
for audit engagements.

(i) Explain international standards on Feedback was received requesting

(ii) Explain international standards on

assurance or other relevant assurance 5 clarifications on the relevant assurance
assurance? or other relevant assurance

standards, laws, and regulations, including . standards covered by this learning
: standards, laws and reqgulations.
those applicable to assurance of outcome. A footnote has been added to
sustainability information. clarify this covers those standards issued
Footnote 2: International standards on by the International Auditing and

assurance are those standards issued by Assurance Standards Board included in
the International Auditing and Assurance the International Framework for
Standards Board included in the Assurance Engagements. At the time of
International Framework for Assurance publication, this included International
Engagements Standards on Auditing, International

Standards on Review Engagements, and
International Standards on Assurance
Engagements. International Standards on
Sustainability Assurance once approved
would be included under this framework.

Reference to assurance of sustainability
information was removed due to feedback
expressing concerns that this would result
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in other types of assurance would not be

taught.

In the audit competence area, learning
outcome (ii) builds on this, requiring a
higher level of learning for audit

This learning outcome was added in due
to specific feedback requesting a learning
outcome exploring differences in
assurance levels. Reporting in this
context refers to the assurance report.

(iii) _Explain __the differences in _planning,
performing, and reporting between limited
and reasonable assurance engagements.

(i) Describe the risks of material misstatement | (iv) Describe the concept of material This learning outcome was updated to
and consider the impact on an assurance misstatement and its effect on an assurance| reflect feedback on differences in how
engagement. engagement. materiality is considered on limited vs

reasonable assurance engagements. This
is consistent with IAASB standards.

In the audit competence area, learning
outcome (iii) builds on this, requiring a
higher level of learning for audit
engagements specifically.
(v) Apply appropriate assurance procedures This learning outcome mirrors the audit
and automated tools and techniques. learning outcome (iv). It has been added to
assurance to reflect feedback that the
equivalent should also be included in the
assurance competence area.
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Quantitative methods updated to

procedures, which reflects feedback that
these should include both quantitative and
qualitative procedures.

(iv) Identify relevant assurance evidence,
including contradictory evidence, to form

(vi) Identify relevant and reliable evidence to

judgments, and reach informed
conclusions.

form judgments, make informed decisions
and reach well-reasoned conclusions.

The language on this learning outcome
was updated to reflect feedback on the
removal of well-reasoned conclusions.

Contradictory evidence was split out to
highlight the importance of this in an
assurance engagement.

(vii) Describe how contradictory assurance

This splits out contradictory evidence to

evidence may affect judgments, decisions,

highlight it.

and conclusions.

(viii) Describe how connected information

affects assurance engagements.

This learning outcome was added to
respond to comments on the importance of
connectivity between sustainability-related
disclosures and financial statements.

(ix) Determine whether sufficient appropriate

This learning outcome mirrors the audit

evidence has been obtained and
documented.

learning outcome (viii). It has been added
to assurance to reflect feedback that the

equivalent should also be included in the
assurance competence area.

In the audit competence area, learning
outcome (viii) builds on this, requiring a
higher level of learning for audit
engagements specifically.
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(e) Audit and-assurance (f) Audit and-assurance Audit and assurance are proposed to be
(Intermediate) (Intermediate) split into two separate competence areas.

This reflects feedback on the growing
importance of sustainability assurance
engagements, while maintaining audit as
the primary focus of the competence area’s
learning outcomes.

(i) Describe the elements, objectives, and
phases involved in performing an audit of

financial statements.

(i) Explain the objectives, elements’ and
phases of audit engagements.

1: International Framework of Assurance

Engagements sets out five elements common to

all assurance engagements: a three-party

relationship; an underlying subject matter;

criteria; evidence; and an assurance report.

Feedback was received requesting
clarifications on the use of ‘elements’ in
this learning outcome. This learning
outcome was updated to include a
footnote clarifying the elements of an
assurance engagement, which are
included in the International Framework of
Assurance Engagements.

Wording and order has been aligned for
consistency with the assurance learning
outcome (i).

(i) Apply International Standards on Auditing
(ISAs) or other relevant auditing standards,
laws, and regulations applicable to an audit
of financial statements.

(i) Apply International Standards on Auditing
(ISAs) or other relevant auditing standards,
laws, and regulations applicable to an audit of
financial statements.

The Panel debated and considered
potential revisions to this learning
outcome and concluded that a
sustainability specific revision is not
needed.

Unchanged from Exposure Draft.

(iii) Assess the risks of material misstatement in
the financial statements and consider the
impact on the audit strategy.

(i) Assess the risks of material misstatement in the
financial statements and consider the effect on

Wording has been aligned for consistency
with assurance learning outcome (iv).

the audit strategy.
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(iv) Apply quantitative methods_and appropriate
automated tools and techniques thatare

(iv) Apply appropriate audit procedures and
automated tools and techniques used-in-audit

used in audit engagements.

R e e el

Reflects feedback on the importance of
technology and aligns with IAASB
terminology.

Quantitative methods updated to
procedures, which reflects feedback that
these should include both quantitative and
qualitative procedures.

Learning outcome mirrors assurance
learning outcome (v)

(v) Identify relevant audit evidence, including
contradictory evidence, to inform judgments,
make decisions; and reach informed well-
reasoned conclusions.

(v) Identify relevant and reliable audit evidence
to inform judgments, make informed decisions
and reach well-reasoned conclusions.

Following feedback on the Exposure
Draft, language on ‘well-reasoned
conclusions’ has been reinstated from the
extant. The working group has instead
added ‘informed’ to decisions, which was
reinstated form the Extant. This reflects
feedback on the importance of well-
reasoned conclusions, and decisions
being distinct from conclusions. This
change has been made throughout 2, 3,
and 4. The proposed change in language
from ‘well-reasoned’ to ‘informed’
conclusions and to remove ‘make
decisions’ has been made throughout IES
2,3, and 4.

An informed decision responds to
feedback on the importance of
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collaboration, working in multi-disciplinary

teams, and taking a connected approach
to sustainability. It should involve seeking
out reliable external sources and
perspectives and critically evaluating this
information against one’s own knowledge.

(vi) Conclude whether sufficient and appropriate |(vii) Evaluate whether sufficient appropriate Language updated to ‘evaluate’ as
audit evidence has been obtained. audit evidence has been obtained and conclude was noted as consistent with
documented. education specific directive verbs for

assessment purposes.

Documentation added due to importance
for audit quality.
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{vi-Explain-the key-elements-of assurance (vin-Explain-the key-elements-of assurance No change from exposure draft.
engagements-and-applicable standards-that engagements-and-applicable standards-that
are relevantto such engagements. e e et e Removed as no longer relevant to audit

only competence area. See IES 2(e)
Assurance (i).

(af) Governance, risk management, and
internal control
(Intermediate)

As side from two minor language
amendments to emphasize broader
reporting, the learning outcomes in this
technical competence area are viewed as
covering relevant sustainability issues
implicitly.

Drafting comments on this competence
area are still to be reviewed by the
SWG. However, it is unlikely significant
changes will be made in this
competence area.

(i) Explain the principles of good governance,
including the rights and responsibilities of
owners, investors, and those charged with
governance; and the role of stakeholders in
governance, disclosure, and transparency
requirements.

The Panel debated and considered potential
revisions to this learning outcome and
concluded that a sustainability specific
revision is not needed.

(i) Analyze the components of an organization’s
governance framework.

The Panel debated and considered potential
revisions to this learning outcome and
concluded that a sustainability specific

revision is not needed.
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(i) Analyze an organization’s risks and
opportunities using a risk management
framework.

The Panel debated and considered
potential revisions to this learning outcome
and concluded that a sustainability specific
revision is not needed.

(iv) Analyze the components of internal control
related to external finaneial reporting.

Financial changed to external to emphasize
broader reporting.

(v) Analyze the adequacy of systems,
processes and controls for collecting,
generating, storing, accessing, using, er
sharing, or reporting data and information.

Amended to add reporting as a focus.

(hg) Business laws and regulations
(Intermediate)

As side from one minor language
amendments to emphasize broader
reporting, the learning outcomes in this
technical competence area are viewed as
covering relevant sustainability issues
implicitly.

Drafting comments on this competence
area are still to be reviewed by the
SWG. However, it is unlikely significant
changes will be made in this
competence area.

(i) Explain the laws and regulations that govern
the different forms of legal entities.

The Panel debated and considered
potential revisions to this learning outcome
and concluded that a sustainability specific
revision is not needed.
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(i) Explain the laws and regulations applicable The Panel debated and considered
to the environment in which professional potential revisions to this learning outcome
accountants operate. and concluded that a sustainability specific
revision is not needed.
(iii) Apply data protection and privacy regulations Amended to add reporting as a focus and
when collecting, generating, storing, to align with above (f)(v).

accessing, using, er sharing, or reporting
data and information.

(ih) Information and communications Drafting comments on this competence

technology area are still to be reviewed by the SWG.

(Intermediate) However, it is unlikely significant
changes will be made in this competence
area.

(i) Explain the impact of Information and The learning outcomes in this technical
Communications Technologies (ICT) competence area were viewed as
developments on an organization’s covering relevant sustainability issues
environment and business model. implicitly. No amendments are proposed

(i) Explain how ICT supports data analysis and to this competence area.

decision making.

(iii) Explain how ICT supports the identification,
reporting, and management of risk in an
organization.

(iv) Use ICT to analyze data and information.

(v) Use ICT to enhance the efficiency and
effectiveness of communication.

(vi) Apply ICT to enhance the efficiency and
effectiveness of an organization’s systems.

(vii) Analyze the adequacy of ICT processes and
controls.
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(viii) Identify improvements to ICT processes and

controls.
(ii) Business and organizational Drafting comments on this competence
environment area are still to be reviewed by the SWG.
(Intermediate) It is likely the competence area name will

be changed to ‘Business and
organizational context’ to align with
changes in (i).

(i) Describe the context envirorment in which Environmental has been added to
an organization operates, including the explicitly consider environmental
primary political, economic, sociocultural, considerations, which are a key aspect of
technological, environmental, legal, and sustainability. This list has been updated
regulatorypelitical; technological sociak; to reflect the order and terminology of
and-eultural aspects. ‘PESTEL’ models frequently used in
education. Regulation, has been retained
for clarity.
(i) Describe an organization’s business model, New learning outcome proposed to reflect
including its value chain. feedback about the importance of

understanding business models and value
chains. Language aligns with language in
IFRS S1 and S2.
(iii) Analyze aspects of the global environment The Panel debated and considered

that affect international trade and finance. potential revisions to this learning
outcome and concluded that a
sustainability specific revision is not

needed.
(ivii)ldentify the features of globalization, The Panel debated and considered
including the role of multinationals and potential revisions to this learning
emerging markets. outcome and concluded that a
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sustainability specific revision is not
needed.

(ki) Economics Drafting comments on this competence

(Foundation) area are still to be reviewed by the SWG.

However, it is unlikely significant
changes will be made in this competence
area.

(i) Describe the fundamental principles of Competence area is taught only to the

microeconomics and macroeconomics. foundation level, therefore the Panel did
(i) Describe the effect of changes in not view it as appropriate to add an

macroeconomic indicators on business additional sustainability learning outcome.

activity. No amendments were made to this

(iii) Explain the different types of market competence area.

structures, including perfect competition,
monopolistic competition, monopoly, and
oligopoly.

(lk) Business strategy and management Drafting comments on this competence

(Intermediate) area are still to be reviewed by the SWG.

(i) Explain the various ways that organizations The Panel debated and considered

may be designed and structured. potential revisions to this learning
outcome and concluded that a
sustainability specific revision is not
needed.

(i) Explain the purpose and importance of The Panel debated and considered

different types of functional and operational potential revisions to this learning

areas within organizations. outcome and concluded that a
sustainability specific revision is not
needed.
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(iii) Analyze the external and internal factors that ((iii) Analyze the external and internal factors that | Reflects feedback about understanding
may-affect influence the business model, may-affect influence the business model, value| the impact of sustainability factors
value chain, and the strategy of an chain, and the strategy of an organization. (whether external or internal) on business
organization_using a systems-thinking models and strategy of an organization. It
approach. also builds on the initial understanding of

value chains described under “Business
and organizational environment” above.

Language aligns with IFRS S1 and S2.

Responses to the Exposure Draft raised
concerns about potential confusion about
the inclusion of ‘systems-thinking
approach’. Many responses requested
clarification and/or a defined term be
added to the IES.

The Panel discussed the feedback in
detail. They determined the term
‘systems-thinking approach’ was
unhelpful, as it suggested there is a
specific, defined method, rather than the
aim of aspiring professional accountants
considering wider factors and their impact
on strategic decision-making. Reviewing
the learning outcome language, the Panel
determined that removing systems-
thinking approach, while retaining the
focus on how external and internal factors
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may affect business models, value chains
and strategy retained the intention, while
removing potentially confusing jargon.

(iv) Explain the processes that may be used to
develop and implement the strategy of an
organization.

The Panel debated and considered
potential revisions to this learning
outcome and concluded that a
sustainability specific revision is not
needed.

(v) Explain how theories of organizational
behavior may be used to enhance the
performance of the individual, team, and the
organization.

The Panel debated and considered
potential revisions to this learning
outcome and concluded that a
sustainability specific revision is not
needed.
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