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A sustainable world

Sustainability

% An organisation’s approach to creating
Socal eauiy long-term value by taking into
consideration how a given
Susainailiey organisation operates in the
' environmental, social, and
M prowcton economic environments. It is built on

the assumption that developing such

strategies ensures an organisation’s
longevity.
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Why does it matter?

‘Why is this suddenly everybody's agenda? Because it is no longer
philanthropy. It is essential. Now you will only work with businesses
who are number one putting plans in place and then everything else.
This is a real return’.

‘[Sustainability-related due diligence] is still a very much a box-ticking
exercise. So, the question for me is, how do we make this front and
centre of the conversation and bring other stakeholders along that

journey?’
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Four key factors for increasing relevance

o

Financial institutions
and investors

flct,

Supply chains

=
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Customers, clients and
employees




Relevant throughout transaction workflow

Acquirer
Acquiree

Acquisition
strategy

Own sustainability
strategy and goals

Risk appetite

Shareholder
funding / support

Sustainability
strategy

Existing goals

Governance

Earnout clauses
Impact assessment
Warranties
Data preparation

Closing and

integration /

and resources Purchase
Earnout clauses and Sale
Warranties Due contracts
diligence Earnout clauses
Py Warranties
Negotiations  Risk assessment
1
Unrecorded
. liabilities
Valuation Earnout clauses
ana]ysis Warranties / Fit to acquirer's

M&A search
criteria

Sustainability
as a need

Target
screening

Fit to risk appetite

Sector / location
assessment

Regulatory
framework
assessment

Scoring /
screening criteria

3 own targets
o eas Representations

Acquisition

planning

Risk assessment Data adequacy
Impact on valuation .
Financing structure
Green bonds /

Earnout goals
ethical finance

Accounting policies

Ensure team
has appropriate
skill sets

Greenwashing
assessment

Litigation risk
(including parent
company liability)

Impact on existing
contractual
relations

Financing
strategy for
acquisition

Green bonds /
ethical finance

separation
Unified goals

Integrated
sustainability
governance

Unified metrics
and performance
management

Metrics and
external reporting

Integration into

ESG framework

and contractual
provisions
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Impact on the valuation

=\aluations are impacted
" Future commitments

=Variations in cost of
capital

= Standards: IVS 104
appendix
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What are International Valuation
Standards

International standards for international markets

International Valuation Standards (IVS) serve as the key guide for
valuation professionals globally to underpin consistency, transparency
and confidence in valuations.

IVS are central to the IVSC's mission to raise standards of international
valuation practice as a core part of the financial system for the benefit
of capital markets and the public interest.
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Many forms of due
diligence but risk
remains

Financial

=  Sustainability due

diligence or sustainability
in due diligence?

Intellectual
Property

= Risk-based approach
= Qutcome led
= No common standard Gerpiriaaiel

= Sustainability is both a
risk and an opportunity &

Regulatory
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Sustainability considerations in due diligence

= Broad in scope
= Many factors to consider
= Varied evidence sources

= Specialist input
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Appropriate skills
and resources

Strategy
@
Risk assessment
Policies and 9
procedures Culture
‘%
Appropriate N
governance Greenwashing
Impact
assessments

Non-compliance

structure
iodiversity

Geopolitical @
risks
Accounting 3
policies E lans
Sensitivity (98 Emission and
analysis transition plans
Impact assessment g ‘ Historic liabilities
Social licence ‘ Labour practices
to operate
Supply Eqwty d|ver5|ty

chain risks and inclusion
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Five key actions for sustainability in
transactions

Strategic and risk-based scope

Integrated approach
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Drive transactions towards strategic goals for
sustainability and adopt a risk-based approach

Integrate sustainability-related issues into
all aspects of the due diligence approach

Recognise that sustainability is a
core part of the operating model

Assume constant change and
evolution of sustainability goals

Ensure that the depth of the sustainability-related
risks is addressed by relevant experience

Ensure that outputs of any assessment are actionable

Public



The role of the accountancy and
finance professional

= ‘| think it is great that accountancy and finance professionals are
involved in this because we bring a rigour and a focus on evidence
from our training. That is important, but we do need to be thinking
beyond what we can easily do in financial terms’.

Australian roundtable participant

CHARTERED
ACCOUNTANTS ;
AUSTRALIA+ NEW ZEALAND © ACCA Public



Developing
your skills

= ‘| do not see [sustainability-
related factors] necessarily
added as acquisition criteria
per se, but these factors should
be seriously considered in due
diligence and for plans post
close and in post-merger
integration’.

Professor Dr Christopher Kummer,
President and Founder, IMAA.
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Get certified at

the IMAA

Know-how in Developed
and Emerging Markets

Global Faculty and
Experts from the Field

As the leading academic institution for M&A and a
globally active institute, our programs offer a wealth

of experience and know-how.

Unique Combination of
Academics and Practitioners

IMAA participants and institute members represent
over 70 countries, including students & junior
professionals to board level executives

Leading Academic
Institution for M&A

Provides educational certificate programs,
workshops, resources, research and expert
knowledge in the field of M&A.

We are committed to providing excellence in M&A
education and research, and are dedicated to
making mergers, acquisitions and alliances.
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Access the report and its findings

= Access the report from P (A 2
the CA ANZ website.

=*You can also download
summaries, a podcast, s
checklists and other SUSTAINABILITY |
supporting collateral
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