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What is Important to Business?
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Why do it ?

How do we ?

Impact & Reporting ?

A choice…Intent versus reality

Cash, Credibility, Culture, Compliance 

Regulation: The Good, The Bad, and The 
Necessary
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Hello Cyprus

A key moment for business navigating ESG Reporting
AmCham Cyprus

Friday, 21st March 2025



Working in Partnership with Westminster Insights– MHA Baker Tilly 
International

Sustainability is rapidly evolving, and ESG
is entirely transforming the way that we work, communicate, 
and interact with the world. Our focus at this Presentation is 

our perspective on the ‘Regulatory Obligations’, 
‘Experiences’ & resulting ‘Strategic planning ’ for 

Sustainability ESG [SESG] for Business and to keep up 
top speed with the latest technological & Regulatory 

advancements.

Friday, 21st March 2025
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AmCham Cyprus

A key moment for business navigating ESG Reporting

Presenter
Presentation Notes
WHAT IS SUSTAINABILITY ESG
-Brutland definition : meeting the needs of the present without compromising the ability of future generations to meet their own needs. – Across all aspects.



MHA & Baker Tilly International
Working Internationally
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MHA & Baker Tilly International
Working Internationally

658
offices

$5.62bn
2024 worldwide revenue

141
Territories

43,000
People
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We know Sustainability ESG
because we have been in 
regulation a very long time.



Key regulations | By Geography 

Australia
• Sustainability reporting voluntary 
• 2021: The Financial Services Council (FSC) 

and the Australian Council of Superannuation 
Investors (ACSI) has published ESG 
guidelines. to help companies disclose ESG 
risks to investors in a consistent and 
comparable 

USA
• 2022: SEC Proposes Rules to Enhance and Standardize 

Climate-Related Disclosures for Investors based on TCFD 
framework

• Enhanced ESG Disclosures regarding ESG Investment 
strategies in fund prospectuses, annual report and advisers 
brochures

• FED announces intentions to run a climate scenario analysis 
pilot in 2023

• Inflation Reduction Act (2022)

Switzerland
• (based on the TCFD recommendations) significant Swiss banks 

and insurance companies must disclose climate risk information

South Africa
• Initiatives such as the King Code on 

corporate governance and the Code 
for Responsible Investing in South 
Africa (CRISA) have placed South 
Africa on the map in terms of ESG 
adoption

Europe
• Sustainable Finance Disclosure Regulation (SFDR)
• Corporate Sustainability Reporting Directive (CSRD) to replace 

Non-Financial Reporting Directive (NFRD) 
• EU Taxonomy for sustainable activities (EU Taxonomy)
• Corporate Sustainability Due Diligence Directive (CSDDD)
• Fit for 55
• European Green Bond Regulation

Middle East
• Sustainable investing and ESG considerations 

were highlighted during the Saudi Future 
Investment Initiative (FII)

• Future Investment Initiative Institute signed a 
Memorandum of Understanding to advance ESG 
awareness in the kingdom

Indonesia
• 2015-2019: The Financial Services Authority 

(OJK) published the Roadmap for Sustainable 
Finance in Indonesia

• Defines sustainable financing as efforts to 
mitigate the impact of climate change 

• Issued regulation that lays out the standards 
for green bonds issuance and requires 
corporations to prove their sustainability 
credentials every year to the authority

China
• 2021: Passed a law that requires local financial 

institutions to disclose information related to their 
environmental impact

• Pledged to actively implement the 2030 Agenda 
for Sustainable Development and authorities

Japan
• Japan’s Financial Services Agency (FSA) published 

the second revised version of Japan’s Stewardship 
Code in March 2020

• Sets out the principles for institutional investors to fulfil 
their responsibilities for sustainable growth of investee 
companies

United Kingdom
• Sustainability Disclosure Requirements 

(SDR) and investment labels
• Green Claims Code
• SS 3/19

Latin America
• 2022: Colombia launched its Green taxonomy, becoming the first 

country in LATAM to have its own. Focus on land use
• The Working Group on Sustainable Finance Taxonomies in Latin 

America and the Caribbean (GTT –LAC) is working to develop a 
common framework of sustainable finance taxonomies for the 
region

• 2021: Brazil Central Bank announce to incorporate climate change-
related risk in their stress tests

Note: This map is not an exhaustive view of sustainability regulations – it illustrates selected geographies

Sustainability regulations globally, with regional and country focus 

Confidentiality: Content for SASP 
Training Purposes Only





How we do it – where do you want to be?

External value creation
• Market differentiation.
• Tender advantage through supply chain.
• Raise supplier standards.

Social value creation
• Attract staff in competitive market.
• Retain staff.
• Sector leadership stance (societal licencing).
• Single-minded purpose (staff cohesion).

Direct financial value
• Content for publicity and market positioning.
• Cost-savings (energy; technology).
• Qualify for financial support grants.

ESG advisory
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Disregard: ignore and face the consequences.

Compliance: legally obliged to do – reduce operational and 
compliance risks. (Mandatory ESG reporting)

Obligations: expected to do – reduce operational, brand, 
reputation risks. (Voluntary ESG reporting)

Efficiency: the smart thing to do – operational cost savings, 
measure baselines, environmental process.

Leadership: long-term value and investment – 
sustainable innovation, business models, brand enhancement. 

Excellence: purpose, equity, differentiation 
and sustainable value creation – increasing value

for society and stakeholders.

1

2

3

4

5

6

ESG maturity
• Strategy.
• Programmes.
• Operations.
• Data and measurement.
• Stakeholders.
• Reporting.

Build strategy

• Streamlined Energy Carbon Reporting 
(SECR).

• Energy Saving Opportunities Scheme 
(ESOS Phase 3).

• TCFD; SEC and CSRD.

Mandatory reporting requirements



Regulatory Obligations – The EU (Other Countries Later)

EU EC Primary
CSRD (EUT; DP; DMA; ESRS)

EU EC Secondary 
SFDR, FF55, CSDDD, CBAM

Data compliance Corporate regulation Intelligent interpretation
17

Presenter
Presentation Notes
How ‘we’ (The profession} are efficient and have evolved. – Is there a risk?

First of all, it is critical AI is being built with the most accurate, unbiased and relevant data available. Secondly, companies often focus their investment in AI on growth strategies, customer focus or frontline operations and often underprioritize the investment in AI support, governance, risk and compliance. There are ethics and resilience issues to consider here too. Guidelines are needed and due to constant change, aspects must be continually monitored and addressed.

Note:
We must also consider Blockchain creating a permanent record and a single source of truth 
so one of the key tasks for auditors is to ensure that all information coming onto the blockchain is accurate and complete before being published in the shared ledger. To an extent therefore it will shift auditors’ attention to earlier in the data cycle. But it will also mean less checking of individual source documentation and less risk of manual error or inconsistencies.
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UK & Europe Timeline Taskforce for Nature-related 
Financial Disclosures (TNFD)
Considers environmental impact on 
ecosystems, biodiversity and indigenous 
communities, applies ‘double materiality’, 
effective date not yet known

ISSA 5000 
Proposed IAASB assurance standard for 
sustainability assurance engagements, expected 
from 2025 (Adopting by DBT tbc)

2023
UK CFD implemented into UK 
Companies Act and now 
mandatory in full for 2023 for 
both large private and public 
companies where turnover 
exceeds £500m and average 
employees exceed 500

2019
Streamlined Energy and 
Carbon Reporting introduced 
in the UK, requiring disclosure 
of energy consumption (in 
kWh), together with scope 1 
and 2 emissions (metric 
tonnes)

IFRS sustainability reporting
Incorporates TCFD reporting, will be 
considered for use in UK reporting from 
2025, traditional materiality approach. 
Call for Evidence issued by Department 
for Energy Security and Net Zero on 
scope 3 reporting under IFRS S2 
(October 2023)

2021
Taskforce for Climate-related 
Financial Disclosures (TCFD) 
framework mandatory for premium 
listed groups in the UK

Scope 4 emissions reporting
Not yet required by established frameworks, 
Scope 4 considers the emissions ‘avoided’ by a 
business, such as the carbon footprint of tenants 
and deliveries

Corporate Sustainability Reporting Directive (CSRD)
Wide-ranging new European Sustainability Reporting Standards, 
applicable to non-EU groups with material EU turnover or large EU 
subsidiaries/branches from 2027/28, applies ‘double materiality’

The EU Omnibus impact
?

Presenter
Presentation Notes
International Sustainability Standards Board, forms part of IFRS Foundation

Issued two standards in 2023:

IFRS S1 General Requirements for Disclosure of Sustainability-related Financial Information

IFRS S2 Climate-related Disclosures

In substance, IFRS S2 is based on the Taskforce for Climate-related Financial Disclosure (TCFD) and provides granular requirements for more detailed information

UK Government considering the best means to adopt ISSB standards:

Could replace TCFD requirements in UK Listing Rules

Could be incorporated by expanding Streamlined Energy and Carbon Reporting

UK Endorsement Board considering whether to endorse IFRS S1 and S2 for use in the UK as a standalone requirement

Companies Act 2006 already amended to require similar disclosure to TCFD for larger companies




2022: Initiation of the EuroAsia 
Interconnector Project : 

The EuroAsia Electricity Interconnector 
project aim is to establish electricity 
interconnection between Cyprus, 
Greece and Israel. One of the goals of 
this project is to ensure the promotion of 
renewable energy integration between 
the participants, with Cyprus’s minister 
for finance stating that if the project 
does not meet the ‘necessary 
sustainability criteria’ it is not a project 
that Cyprus would wish to be included 
in. 

2020-2021: Adoption of the European Green 
Deal and CSRD implementation 

 The European parliament and European Union 
council approved the European Green Deal and 
The Corporate Sustainability Reporting Directive . 
The European Green Deal strategy aims to support 
the EU in becoming a climate neutral economy with 
reduced emissions and better resource usage by 
2050. As an EU member state, Cyprus has 
committed to following these regulations and 
striving to achieve the same goals. 

The Sustainability Horizon Cyprus

1991- Pollution Control Laws

The first environmental legislation was 
introduced by the Cypriot government. 
The National Environment Policy was 
enacted in order to control pollution, a 
major piece of legislation included Is the 
Water Pollution Control Law, set up to 
regulate water quality, as well as the Air 
Pollution Control Law governing air 
pollution standards and regulations

2012 The Forest Law

Building on the country’s earlier prior 
management strategies such as the 
National Forest Policy of 1992, The 
Forest Law created protected forest 
areas and introduced reforestation 
projects in order to preserve forested 
areas, as well as redevelop areas 
previously damaged by logging or land 
degradation .

2004- EU standard alignment

Cyprus became an official EU member state on 1st 
May 2004. As a result, the nation committed to 
adopting EU policies and laws surrounding 
sustainability into national law. Cyrus must commit to 
EU targets as well as keep up with changing EU 
initiatives to ensure compliance. Cyprus aligns itself 
with the Climate Neutrality Strategy of the European 
comission

2010-  Establishment of the Department 
of Environment

Established under the ministry of Agriculture, 
Rural Development and Environment. The 
role of the department of Environment was to 
centralise environmental policy and 
administration moving forward in Cyprus. 
It acts as a regulatory authority to adopt, 
develop, control, monitor and implement 
activities in order to protect the environment
It evolved form the 1986 Environmental 
Service

2021-  SFDR

Introduced in 2021, the Sustainable Finance Disclosure 
Regulation applies to EU member financial markets and 
sets criteria to be met in order to qualify as an 
environmentally sustainable investment. The Cyprus 
Securities and Exchange Commission (CySEC) has 
outlined several CIFs’ (Cyprus investment firms) 
regulatory obligations which include portfolio 
management and investment advice providing 
transparent sustainability-related disclosures and the 
publishing of policies that detail how sustainability risks 
are integrated into investment decisions and 
remuneration policies of CIF’s

2021- EU Fit for 55 package

 The primary targets of the EU’s Fit for 55 package are to reduce 
greenhouse gas emissions by 55% by 2030 and to make the EU 
climate neutral by 2050. 
As an EU member state, Cyprus has outlined in its commitment 
to “maintain high economic competitiveness and innovation” 
while also “supporting the EU transition towards an 
environmentally friendly trading bloc”. Significant progress ha 
been made by Cyprus as the country’s 2023 emissions were 
44.1% lower than the 2005 emissions, however their economy’s 
carbon intensity remains 54% above EU average.

2022-  Long term low GHG emission 
development strategy

In 2022 Cyprus updated the countrywide 
Long Low Term GHG Emission 
Development Strategy. It analyses scenarios 
for the development if the energy system 
with the aim of enhancing energy efficiency 
and increasing renewable usage. The plan is 
made complementary to the National Energy 
and Climate Plan (NECP) , which analyses 
the energy and climate goals set by the 
country as well as the Policy 
Priorities and the measures for their 
implementation

Presenter
Presentation Notes
Sources:

https://www.financemagnates.com/institutional-forex/cyprus-investment-firms-must-align-with-eu-sustainability-laws-cysec-says/
https://www.cifacyprus.org/en/news/sustainable-finance-disclosure-regulation-let-it-begin
https://www.gov.cy/media/sites/11/2024/08/d1.pdf
Cyprus's climate action strategy
https://ec.europa.eu/clima/sites/lts/lts_cy_en.pdf
https://commission.europa.eu/document/download/3f73ef54-3448-4fbf-8287-98941f7cea2b_en?filename=CY%20%E2%80%93%20FINAL%20UPDATED%20NECP%202021-2030%20%28English%29.pdf#page=14
2050 long-term strategy - European Commission
https://www.moa.gov.cy/moa/environment/environmentnew.nsf/page03_en/page03_en?OpenDocument
Obligations for the purchases, transfers or holds timber or firewood.pdf
Cyprus and the EU – High Commission of Cyprus in the UK
Cyprus – EU country profile | European Union 




CSRD ASSURANCE - DETAIL……..
As per paragraph 60 of the 

CSRD, all companies within its 
scope are required to seek 
limited assurance over…

ISAE 3000 
assurance 

opinion given 
over..

Metrics and 
disclosures 

(ESRS)

..the compliance of the 
sustainability reporting with 
the E.U. sustainability 
reporting standards, 

Output
Assurance around whether the disclosures comply with the (1.) European Sustainability Reporting Standards (ESRS) 

outlined in Article 29b or (2.) the Sustainability Reporting Standards for Small and Medium Undertakings specified in Article 
29c (not yet published).

…the process carried out by 
the undertaking to identify 
the information reported 
pursuant to the sustainability 
reporting standards..

Double 
materiality Process Assurance around management's statement explaining how the organisation has implemented CSRD’s provisions in its 

double materiality process. This process is outlined in ESRS 1, Chapter 3, and linked disclosures in ESRS 2 IRO-1.

Digital tagging
…and compliance with the 
requirement to electronically 
tag the sustainability 
reporting

Output
Assurance around whether the undertaking has formatted its sustainability reporting, including the disclosures required 

under Article 8 of Regulation (EU) 2020/852, in compliance with the mandated electronic format outlined in Article 3 of the 
Commission Delegated Regulation (EU) 2019/815 (ESEF Regulation).

EU Taxonomy Process and/or 
Output

…and as regards the 
compliance with the 
reporting requirements 
provided for in Article 8 of 
Regulation (EU 202/952.

Assurance around whether the undertaking's activities align with economic activities classified as environmentally 
sustainable under Articles 3 and 9 of Regulation (EU) 2020/852 (EU Taxonomy). For non-financial undertakings, this 
includes three KPIs 1) the % of turnover generated from products or services linked to environmentally sustainable 

economic activities, 2) the % of CAPEX, and 3) OPEX associated with assets or processes related to environmentally 
sustainable economic activities. 

Presenter
Presentation Notes
Your chosen level of CSRD reporting, either at an EU or Group level: 
As laid out on slide 12, we understand that management are considering (1) reporting at EU level with an artificial grouping approach, (2.) reporting at Group level but looking to only include EU and UK entities for 2026, or lastly (3) reporting at Group level and including all jurisdictional entities in the group.

Level of maturity of controls planning to be implemented around CSRD processes and data points: 

ISAE 3000 does not require controls testing to be performed under a limited assurance engagement. Understanding what JD Group’s approach to controls is within the CSRD reporting process (i.e. is the Group aiming to establish a mature controls framework ahead of the first year of reporting or not) will enable us to understand whether we should take a wholly substantive approach, and not rely on any controls, or whether there could be a degree of controls reliance incorporated into testing.

Understanding whether the CSRD reporting will be published via the Spanish or UK entity: 

We understand that this is something management are working through, and as we have teams in both jurisdictions, we can support you in your decision either way.

We can design our assurance program around your CSRD reporting programme 

Our assurance engagement approach is a flexible from a timing perspective, and can be done in stages to suit your CSRD reporting programme. We can plan our workstreams around your data readiness, and can look at qualitative data points ahead of quantitative ones if certain processes are taking more time.





Impact Financial
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SFDR Timeline

EU Sustainable Finance 
Disclosure Regulation 

Rules on fund disclosures 

EU Taxonomy Regulation 
Criteria defining what is a sustainable 

activity 

EU uplift legislation
New rules on uplifting existing regulations 

to account for new ESG obligations 

EU ESG names guidance 
Rules on fund naming 

EU SFDR Level 1 first 
periodic reports 

EU SFDR Level 2 
live date Consultation on 

EU SFDR closes

Consultation on EU SFDR 
opens (“version 1.5”)

EU Taxonomy 
Regulation Phase 1 
Live date  

European ESG 
template live date

EU uplift legislation live 
date, applicable to 
management companies 

EU ESG names 
guidance consultation 
closes

EU ESH names 
guidance 
implementation 

EU ESG names 
guidance final 
rules expected 

EU SFDR Level 1 
live date 

Mar 
2021

Jan 
2022

Jun 
2022

Aug 
2022

Jan 
2023

Feb 
2023

Apr
2023

Jul 
2023

Q4 
2023

Mar 
2022 TBC 

Presenter
Presentation Notes
The EU SFDR is designed to re-orient capital towards sustainable growth and help clients make better sustainable investing choices.
The primary goals are to provide greater transparency on environmental and social characteristics, and sustainability within the financial markets, and to create common standards for reporting and disclosing information related to these considerations.

Increasing transparency and introducing standards supports two important additional considerations. First, it makes it harder for asset managers to “greenwash” their products – in other words, they cannot simply brand a product with an ESG or sustainable label, without being transparent with regards to how this is achieved.
Second, it provides investors with a significantly improved ability to compare investment options in terms of the degree to which ESG factors are a consideration within the investment decision-making process, which helps them make informed decisions that align with their investing goals.

The SFDR has two main goals: to increase transparency on sustainability within financial markets and to create reporting standards for sustainable investing. As such, it renders greenwashing by asset managers more difficult by demanding information on the process and portfolio behind a product with an ESG or sustainable label. It will also facilitate comparisons between investment options in terms of sustainability and ESG factors, thus helping investors make informed decisions that align with their investment goals.






SDFR – IN SCOPE……..

(Mar 21) Compliance with SRDR Level 1 requirements
The SFDR applies to financial market participants (FMPs) and 
financial advisers (FAs), including asset managers, investment 

firms, insurance companies, and pension funds operating within the 
European Union. 

Investment managers or advisers based outside the EU but wishing 
to market their products to clients in the EU will also need to 

comply. 

In-scope financial products include investment and mutual funds, 
insurance-based investment products, private and occupational 

pensions, and insurance and investment advice.

The regulation mandates disclosures on how the entity integrates 
sustainability and requires financial products to be categorized 

based on their ESG characteristics

2021

2022

2023

2024

2025

(Jan 23) Compliance with more detailed SFDR Level 2 
requirements: Application of SFDR RTS including product 

disclosures for all “environmental objectives”
(Jun 23) Firms that consider PAI 
must publish the final annual PAI 

statements – Level 2, (thereafter by 
30th June annually).

(Jun 24) Second PAI statement under SFDR RTS to be 
published

Presenter
Presentation Notes
Who is in scope for it? 
The SFDR applies to all FMPs, which are all entities offering financial products where they manage clients, and financial advisors in all investment processes and for financial products that pursue the objective of sustainable investment. Investment managers or advisers based outside the EU but wishing to market their products to clients in the EU will also need to comply. In-scope financial products include investment and mutual funds, insurance-based investment products, private and occupational pensions, and insurance and investment advice. 

The SFDR applies to financial market participants (FMPs) and financial advisers (FAs), including asset managers, investment firms, insurance companies, and pension funds operating within the European Union. The regulation mandates disclosures on how the entity integrates sustainability and requires financial products to be categorized based on their ESG characteristics.

The scope of the EU SFDR is relatively broad, applying to all financial market participants and financial advisers based in the EU, as well as investment managers or advisers based outside of the EU, who market (or intend to market) their products to clients in the EU under Article 42 of the Alternative Investment Fund Managers Directive (EU AIFMD).
In terms of products, the disclosures regime applies to UCITS, AIFs, separately-managed portfolios and sub-advisory mandates, as well as to financial advice (provided within the EU or by an EU investment firm).

Mandatory for all financial market participants and all financial advisers.
 • Main requirements on firms that manufacture funds i.e. asset managers. Wealth managers, banks, pension providers, insurance funds will have soft requirements, but may not be in scope for a reporting platform. 
• Financial products including investment and mutual funds, insurance-based investment products, private and occupational pensions, and insurance and investment advice are in scope.



SDFR – IN SCOPE……..

Article 3 
Sustainability 
Risk Policies 

(Article 3)

Financial entities must outline how they integrate sustainability risks 
into their investment decision-making processes and risk 
management frameworks. This includes describing how ESG risks 
could impact the financial performance of investments

Entities must disclose whether and how they consider Principal 
Adverse Impacts (PAIs) of investment decisions on sustainability 
factors. If they do not consider PAIs, they must provide a clear 
justification. For entities exceeding 500 employees, this disclosure is 
mandatory. This is different from product-level PAI consideration, 
which is discussed later in this article.

Article 4 
Principal 
Adverse 

Impacts (PAIs) 
Consideration

In-scope financial entities disclose their approach to sustainability. These disclosures 
align with Articles 3, 4, and 5 of the regulation:

Article 5 
Remuneration 

Policy and ESG 
Integration

Entities must explain how their remuneration policies align with 
sustainability objectives. This includes ensuring that compensation 
structures incentivize responsible investment practices and the 
integration of sustainability risks.

Article 6: products with no ESG or sustainability claims. 

Product level disclosures are designed to give stakeholders better insight into the fund 
and other financial asset: Products* can be classed into 3 “articles”:

Article 8**: products that promote environmental or social characteristics (but not exclusively). 
“light green”.

Article 9**: products that specifically target sustainable investments. “dark green”. 

*For all products, there must be a disclosure of principal adverse impacts on sustainability 
factors. 

**For articles 8 and 9, there are additional sustainability disclosures concerning the extent to 
which environmental and social characteristics are met and a comparison between the product 

impact and the impacts of a designated index. 

Taxonomy aligned reporting is also required, focussed on the Do No Significant Harm (“DNSH”) 
and taxonomy objectives.

Presenter
Presentation Notes
These disclosures should be made publicly available on the entity’s website in a dedicated and easily accessible section (e.g. “Sustainability-Related Disclosures”).




SDFR Classification Decision Tree

Product 

Any product distributed in the EU 
(fund, mandate, etc.)

Article 6 Question 

Does it integrate sustainability 
risks? 

Article 9 Question 

Does it have a sustainable 
investment objective? 

Article 8 Question 

Does it promote environmental 
or social characteristics? 

Article 6

Does not integrate 
sustainability risks

Article 9

Integrates sustainability risks 
+

has a sustainable investment 
objective 

Article 8

Integrates sustainability risks 
+

Promotes environmental or 
social characteristics 

Article 6

Integrates sustainability risks
(no ESG promotion)

No ESG Integration in the product Any product that invests in the 
economic activities that contribute to 

one or more social objectives 

Any product that has:
• Binding portfolio-level ESG KPIs
• Or advance fund-level exclusions

• Or a sustainable label
• Or a clear sustainable theme 

ESG integration without meeting 
blinding criteria (lack of coverage, 

etc.)

No

Yes

Yes Yes

No No

Presenter
Presentation Notes
The EU SFDR requires specific firm-level disclosures from asset managers and investment advisers regarding how they address two key considerations: Sustainability Risks and Principal Adverse Impacts. With regards to asset managers, the EU SFDR also mandates transparency of remuneration policies in relation to the integration of sustainability risks. In addition, the EU SFDR aims to help investors to choose between products by mandating increasing levels of disclosures, depending on the degree to which sustainability is a consideration.
Three different product categorisations result from EU SFDR:�
"Article 6" products either integrate financially material environmental, social and governance (ESG) risk considerations into the investment decision-making process, or explain why sustainability risk is not relevant, but do not meet the additional criteria of Article 8 or Article 9 products3.�
“Article 8” products promote social and/or environmental characteristics, and may invest in sustainable investments, but do not have sustainable investing as a core objective.
“Article 9” products have a sustainable investment objective.
Larger firms (having more than 500 employees) are required to disclose how they consider Principal Adverse Impacts from 30 June 2021, with reporting of Principal Adverse Impacts estimated to commence mid-2023 (representing Principal Adverse Impacts data throughout 2022).��Effective 1 January 2023, asset managers are now required to break out how they consider Principal Adverse Impacts into more specific and quantifiable detail, with reference to indicators related to climate and the environment, and indicators related to social and employee issues, respect for human rights, and anti-corruption and anti-bribery matters. Out of the current 64 environmental and social indicators, which can be grouped into broader categories, such as greenhouse gas emissions, biodiversity or water, 18 are core, and for the other 46, investment managers have some flexibility with regards to providing detail on the impacts.��Interest in Principal Adverse Impacts has increased following the inclusion of client sustainability preferences within EU MiFID II, which came into effect on 2 August 202210. One of the ways that clients may now elect to express their sustainability preferences is through the consideration of Principal Averse Impacts on sustainability factors in investments. As a result, some investment managers and advisers disclose how Principal Adverse Impacts are considered in an investment.









Experiences

Consider Accurate data 
sets 

Precise frameworks & 
Strategic integration

Commitment to 
honest & ‘true’ 

reporting

Correct Professional 
agencies

This is a cruise on an 
ocean liner, not a day trip 

around an island
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How ‘we’ (The profession} are efficient and have evolved. – Is there a risk?

First of all, it is critical AI is being built with the most accurate, unbiased and relevant data available. Secondly, companies often focus their investment in AI on growth strategies, customer focus or frontline operations and often underprioritize the investment in AI support, governance, risk and compliance. There are ethics and resilience issues to consider here too. Guidelines are needed and due to constant change, aspects must be continually monitored and addressed.

Note:
We must also consider Blockchain creating a permanent record and a single source of truth 
so one of the key tasks for auditors is to ensure that all information coming onto the blockchain is accurate and complete before being published in the shared ledger. To an extent therefore it will shift auditors’ attention to earlier in the data cycle. But it will also mean less checking of individual source documentation and less risk of manual error or inconsistencies.





Where? When? What?

MHA & Technology in Audit:

In our practises Now, In a planned way To aid technical audit; 
not to replace people

How we 
have evolved

From “– 5 years 
to + 5 Years”

Risk, Audit & Judgement 
– does technology help?

28

Impact and Measurement is important to ESG…A new 
landscape or a new way of doing old things?

RANKERS & RATERSFRAMEWORKS DEVELOPERS

Framework: A set of principles and guidance 
for how information is structured

REPORTING STANDARDS

Standard: detailed requirements of 
‘what’ should be reported on each topic

Presenter
Presentation Notes
MLT COMMENTARY-
 Links to Regulatory Reporting Frameworks�- Internal Assessment Checklists

MHA and ESG Technology (MHA Compliance Technology)
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Strategic Planning: ESG AI Models are Highly Carbon-Intensive

Common carbon footprint benchmarks 
in pounds of CO2 equivalent

Roundtrip flight b/w NY 
and SF (1 passenger)

Human life (avg 1 year)

American 14 (avg 1 year)

US car including fuel 
(avg 1 lifetime)

Transformer AL model 
training – 213mm parameters

GPS3 AI model training 
– 175bb parameters

1,984

11,023

36,154

1,26,000

826,155

1,217,172

0.00 325,000 650,000 975,000 1,300,000

Source: Strubell, Emma et al “Energy and Policy Considerations for Deep Learning in NLP” (2019: Patterson, David et al 
“Carbon emissions and large natural network training” (2021)

But.. AI could reveal future 
climate change solutions

AI data-processing is 
highly energy-intensive

AI data-processing generates 
high levels of GHG emissions

Presenter
Presentation Notes
MLT COMMENTARY-
 Links to Regulatory Reporting Frameworks�- Internal Assessment Checklists

MHA and ESG Technology (MHA Compliance Technology)
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SROI is required for all business. Sustainability ESG is 
enhanced by innovation. We enhance value with technology.

WHAT’S IMPORTANT?

The core

Value

Resources

Follow-through

Right Tool, Right Task

Intelligence

Regulation 
Use the Rules to create value 
and embed in the business

Learn from early adopter 
lessons and learning

Experiences Strategy

Pace the approach and work 
with professional experience

Presenter
Presentation Notes
-Mid Tier Brilliance – targeted Investment into the right areas. 

-We call our processes RESPONSIBLE ETHICALLY DIRECTED INTELLEGENCE.MHA :  REDI 
The UK has the opportunity to become an AI superpower – which requires a world-leading AI governance ecosystem. However, businesses struggle to navigate existing governance structures when they want to adopt or develop AI. Firms support a light-touch, contextspecific and outcome-driven approach. They back the recent AI regulation: a pro-innovation approach White Paper and the ProInnovation Regulation of Technologies Review: Digital Technologies led by Sir Patrick Vallance. Government should allocate sufficient resources for regulators in line with the anticipated additional duties. Government should also ensure that digital regulators are appropriately resourced for the long term to support the imminent and future pro-innovation regulation of other new and emerging technologies.





Five steps to implement consistent Sustainability ESG Regulatory aligned policy 
based on current reporting

Material factors affecting 
the business and external 

environment 

Analytical 
gap analysis

Feasibility assessment 
improvements on 

Gaps

Reporting 
and system 

development 

Financial and non-
financial reporting 

assurance / compliance 

Dynamic ESG services 
How we do it:

The MHA BTI Approach – “Reporting as standard”
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E S GCAN:
Innovate

CAN:
Encourage

CAN:
Regulate

Business & Practice can be is the true driver to resolve a high percentage 
of the issues leading to climate change and global warming

32
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 E – Everyone on this:
“AI is not the new Electric Vehicle because it’s more broadly disruptive than that”
FOR SLIDE NOTES ONLY: The transition to EVs is a favoured analogy from recent history. This is not comparable in our view. EVs are not a “platform + killer app” transition from combustion engines in the way Generative AI is. Nonetheless, the investment conclusions are not dissimilar. Just as with the EV transition, in AI it is too early to determine the non-tech winners post-transition. Therefore, the unknown but non-zero capital investment required for incumbents to keep pace with disruptors likely requires a higher discount rate on certain equities (or their sum of the parts) until there is better clarity on (1) long term ROIIC; (2) competitive dynamics; (3) AI strategies from companies. In Built Bias.
“Comparative Metrics – EBIT across sectors & Companies”; Subjective Determination by 3rd party stakeholders. Who?
“CSRD requires millions of data points to be collated” – carbon footprint of a single AI = 284Tonnes. (x 5 Emissions of a car)
Yet, accounting for this huge electricity use is often hidden. Where an organization owns its data centers, the carbon emissions will be captured and reported in its TCFD scope 1 and 2 emissions. If, however — as happens at an increasing number of financial firms — data centers are outsourced to a cloud provider, emissions drop down to scope 3 in terms of TCFD reporting, which tends to take place on a voluntary basis.
“I think it’s a classic misdirection — almost like a magician misdirection trick,” Goodin explains. “AI is being sold as a solution to climate change, and if you talk to any of the tech companies, they will say there’s huge potential for AI to be used to solve climate problems, but actually it’s a big part of the problem.”

S  - Societal licencing – Moral Compass? AI
“Data labelling – trained right = right analytics. Technical questions separated from ethics where responsibility of Harm is not recognised or seen as beyond the scope”. 
In 2018, for example, researchers at the University of California-Berkeley, found that AI used in lending decisions was perpetuating racial bias. On average, Latino and African American borrowers were paying 5.3 basis points more in interest on their mortgages than white borrowers. 

G – Can’t be AI. Human Interference 
“Whilst privacy is a risk in societal positioning. AI can be beneficial- AI can police security more effectively – seeing reductions in incursions. 
“AI Ethicists working in businesses to identify the ethical stance of the technology they are using – is a growing voice”
“Flying blind or not flying at all”
Morality?; Measurement?; Humans?; Gives a voice for those who don’t have a voice?
�FOR SLIDE NOTES ONLY “Periods of euphoria” will probably follow the current Chegg-inspired gloom, though investors usually assume the worst until proven otherwise, it says: Investors are likely to focus increasingly on the responses of management teams to the new technology, rewarding those with credible strategies and investment plans, and punishing those without a coherent plan








AI Is Artificial - The Key

WHAT’S IMPORTANT?

The core

Value

Resources

Follow-through

Right Tool, Right Task

Intelligence

Where?

Integration in 
Audit & ESG

Phased 
– not Reaction 

Simplify & clarify

When? What?

FUTURES

Regulation in Business
The future of SESG is 
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making a difference 
SESG is already

and it’s here to stay
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improving performance 
and reduce risk in

SESG

Better Compliance with regulations will improve 
accuracy of data and credibility...

35
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Responsibility ethical directed intelligence REDI 



Sector Specialist Leaders
are key to getting business 

to embed Regulations in 
SESG and the value chain

We can help.
36



But…
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Understand Regulation, 
and the future 

Be smart. Learn the rules. 
Use Technology and auditors that

resulting in a win in the S E S G Business space 

38

Presenter
Presentation Notes
Responsible ethically directed intelligence REDI 
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The biggest opportunity is...

Business achieves more with 
Being Smart and honest with SESG. However… 

Regulation in Sustainability ESG 
is a corporate driver. Fact. 

We ‘go’ where
Technology & regulation takes 

us



Scan to learn how MHA 
can support you on 
your ESG Journey

Delivering a sustainable 
tomorrow, today



MHA is the trading name of MacIntyre Hudson LLP, a limited liability partnership, registered in England with registered number OC312313. A list of partners’ names is open for inspection at its 
registered office, The Pinnacle, Building A, 150-170 Midsummer Boulevard, Milton Keynes, MK9 1FD.

MHA is an independent member of Baker Tilly International Limited, the members of which are separate and independent legal entities. Arrandco Investments Limited is the registered owner of the UK 
trade mark for the name Baker Tilly. The associated logo is used under licence from Baker Tilly International Limited. Further information can be found via our website  https://www.mha.co.uk/terms-and-
conditions

Now, for tomorrow 

mha.co.uk
MHA
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