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July 26, 2022

IFRS Foundation — ISSB
Columbus Building

7 Westferry Circus
Canary Wharf

London E14 4HD, UK

By e-mail: commentletters@ifts.org

Re: Exposure Draft — IFRS S1, General Requirements for Disclosure of Sustainability-
related Financial Information

The New York State Society of Certified Public Accountants (NYSSCPA), representing
more than 21,000 CPAs in public practice, industry, government and education, welcomes the
opportunity to respond to the above-captioned exposure draft.

The NYSSCPA'’s Sustainability Accounting and Reporting and International Accounting
and Auditing Committees deliberated the exposure draft and prepared the attached comments. If
you would like additional discussion with us, please contact Sustainability Accounting and
Reporting Committee Vice Chair Timothy Coville at (516) 650-6028 or International
Accounting and Auditing Committee chair Richard C. Jones at (516) 463-6990 or Ernest J.
Markezin, NYSSCPA staff, at (212) 719-8303.

Sincerely,
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Lynne M. Fuentes
President
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New York State Society of Certified Public Accountants

Comments on

Exposure Draft — General Requirements for Disclosure of Sustainability-related Financial
Information

The New York State Society of Certified Public Accountants (NYSSCPA or Society) welcomes
the opportunity to respond to the International Sustainability Standards Board (ISSB) invitation to
comment on its Exposure Draft, IFRS S1—General Requirements for Disclosure of Sustainability-
related Financial Information (Exposure Draft).

We focused our attention on a selection of the questions for comment presented in the Exposure
Draft. Our responses to those selected questions are presented below.

Responses to Questions

Question 1(D)—Overall approach: Do you agree that the requirements proposed in the
Exposure Draft would provide a suitable basis for auditors and regulators to determine whether an
entity has complied with the proposals? If not, what approach do you suggest and why?

Response: No. While we support the overall requirements proposed in the Exposure Draft, the
challenge for auditors and regulators will be to confirm that an entity has recognized and
addressed applicable sustainability risks and opportunities, since underlying assumptions are
subjective and forward-looking in nature. In addition, entities may not necessarily be impacted by
the same sustainability concerns. Thus, there is a missing link between the requirements provided
in the Exposure Draft and the application guidance or roadmap needed for auditors and regulators.

Question 3—Scope (paragraphs 8-10): Do you agree that the proposals in the Exposure Draft
could be used by entities that prepare their general-purpose financial statements in accordance
with any jurisdiction’s GAAP (rather than only those prepared in accordance with IFRS
Accounting Standards)? If not, why not?

Response: Yes. The Exposure Draft could potentially be used by entities that prepare their
general-purpose financial statements in accordance with the jurisdiction’s generally accepted
accounting principles (GAAP). However, it is left unknown whether other jurisdictions, such as
the US Securities and Exchange Commission, will support and promote the proposals in this
Exposure Draft.

We note that paragraph 62 of the Exposure Draft provides that, to the extent local laws or
regulations prohibit an entity from including an explicit and unqualified statement that it has
complied with all the requirements of the IFRS Sustainability Standards, and the entity omits



material information for that reason, the entity shall “identify the type of information not
disclosed and explain the source of the restriction.”

Question 8—Materiality (paragraphs 56-62): The Exposure Draft defines material information
in alignment with the definition in IASB’s Conceptual Framework for General Purpose Financial
Reporting and IAS 1. Information ‘is material if omitting, misstating or obscuring that
information could reasonably be expected to influence decisions that the primary users of general-
purpose financial reporting make on the basis of that reporting, which provides information about
a specific reporting entity’. However, the materiality judgements will vary because the nature of
sustainability-related financial information is different to information included in financial
statements. Whether information is material also needs to be assessed in relation to enterprise
value. Material sustainability-related financial information disclosed by an entity may change
from one reporting period to another as circumstances and assumptions change, and as
expectations from the primary users of reporting change. Therefore, an entity would be required
to use judgement to identify what is material, and materiality judgements are reassessed at each
reporting date.

The Exposure Draft proposes that even if a specific IFRS Sustainability Disclosure Standard
contained specific disclosure requirements, an entity would need not to provide that disclosure if
the resulting information was not material. Equally, when the specific requirements would be
insufficient to meet users’ information needs, an entity would be required to consider whether to
disclose additional information. This approach is consistent with the requirements of IAS 1. The
Exposure Draft also proposes that an entity need not disclose information otherwise required by
the Exposure Draft if local laws or regulations prohibit the entity from disclosing that
information. In such a case, an entity shall identify the type of information not disclosed and
explain the source of the restriction. [Four questions for Q8, 8(a) through 8(d), follow.]

Question 8(a): Is the definition and application of materiality clear in the context of
sustainability-related financial information? Why or why not?

Response: Yes. The definition and application of materiality are clear, however, as that
discussion is based on a subjective evaluation of materiality, we cannot offer a “blanket”
statement that the definition is operational until we see it enumerated in specific sustainability-
related guidance.

Question 8(b): Do you consider that the proposed definition and application of materiality will
capture the breadth of sustainability-related risks and opportunities relevant to the enterprise value
of a specific entity, including over time? Why or why not?

Response: No. We believe that the discussion in paragraph 57 of the Exposure Draft, which
establishes “enterprise value” as a basis for making materiality judgements offers a quantitative
threshold that entities will adopt so that they can argue that a specific disclosure is not material.
Enterprise value is a financial metric which, as defined, is equal to the sum of market
capitalization and net debt. Net debt is not defined by the Exposure Draft, however, in practice



net debt is the sum of an entity’s short-term and long-term debt less cash assets and cash
equivalents. !

We believe that the ISSB should not propose a financial markets metric, or any other metric, as a
basis for assessing quantitative materiality. Instead, we propose that the ISSB adopt language
consistent with the full IASB definition and explanation of reporting materiality, which is:

“Information is material if omitting, misstating or obscuring it could reasonably be expected to
influence decisions that the primary users of general-purpose financial reports [...reference
omitted...] make on the basis of those reports, which provide financial information about a
specific reporting entity.” [n other words, materiality is an entity-specific aspect of relevance
based on the nature or magnitude, or both, of the items to which information relates in the context
of an individual entity’s financial report. Consequently, the Board cannot specify a uniform
quantitative threshold for materiality or predetermine what could be material in a particular
situation. [§2.11 of the IASB Conceptual Framework. Emphasis added]

Question 12—Statement of compliance (paragraphs 91-92): The Exposure Draft proposes that
for an entity to claim compliance with IFRS Sustainability Disclosure Standards, it would be
required to comply with the proposals in the Exposure Draft and all of the requirements of
applicable IFRS Sustainability Disclosure Standards. Furthermore, the entity would be required to
include an explicit and unqualified statement that it has complied with all of these requirements.
The Exposure Draft proposes a relief for an entity. It would not be required to disclose
information otherwise required by an IFRS Sustainability Disclosure Standard if local laws or
regulations prohibit the entity from disclosing that information. An entity using that relief is not
prevented from asserting compliance with IFRS Sustainability Disclosure Standards.

Do you agree with this proposal? Why or why not? If not, what would you suggest and why?

Response: Yes. It is reasonable that if an entity claims compliance with IFRS Sustainability
Disclosure Standards, it would be required to comply with the proposals in the Exposure Draft
and all the requirements of applicable IFRS Sustainability Disclosure Standards, and that it would
include an explicit and unqualified statement, as well. However, the issue arises whether an entity
would be prohibited from doing so by local laws or regulations. Perhaps this provision would be
more clear if entities were given the option to comply, if not mandated to do so, within their
operating jurisdictions.

Question 14—Global baseline: IFRS Sustainability Disclosure Standards are intended to meet
the needs of the users of general-purpose financial reporting to enable them to make assessments
of enterprise value, providing a comprehensive global baseline for the assessment of enterprise
value. Other stakeholders are also interested in the effects of sustainability-related risks and
opportunities. Those needs may be met by requirements set by others, including regulators and
jurisdictions. The ISSB intends that such requirements by others could build on the
comprehensive global baseline established by the IFRS Sustainability Disclosure Standards.

! See Investopedia https://www.investopedia.com/terms/e/enterprisevalue.asp. As an example, the enterprise value for
Apple, Inc. is approximately, $2.3 trillion, an amount that, based on their most recently issued 10K, is 6x their total
assets, 35x their net equity, and 23x their net income.
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Are there any particular aspects of the proposals in the Exposure Draft that you believe would
limit the ability of IFRS Sustainability Disclosure Standards to be used in this manner? If so, what
aspects and why? What would you suggest instead, and why?

Response: Yes. Overall, we agree that there are no particular aspects of the proposals that appear
to limit the ability of IFRS Sustainability Disclosure Standards to be used as a global baseline.
However, we encourage the ISSB to continue to work with other regulators to achieve
consistency, comparability, and relevance with sustainability disclosures. To this end, it would be
valuable if an update could be provided regarding the status of support provided for the proposals
presented in this Exposure Draft by various regulators and jurisdictions.

Question 17—Other comments: Do you have any other comments on the proposals set out in the
Exposure Draft?

Response: Yes. We believe a code of ethics must cover the professionals who are preparing and
providing assurance for general purpose financial reports in accordance with IFRS Sustainability
Disclosure Standards. We concur with International Ethics Standards Board for Accountants
(IESBA) to: “advocate the importance of high standards of ethical behavior, and the role and
contributions of the IESBA Code in meeting the markets’ need for trustworthy sustainability
reporting.”



