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Preface

This report, like sustainable development, may be characterized as a journey, not a
destination. It describes what we believe are the most important actions required to meet our
own current standards and, as best we can, it describes the next steps required to better
understand and agree what may be reasonably expected of us in the future.

There is still much to learn about the role of Chartered Accountants in the relationship
between the economy and the environment. Even the concept of sustainable development is
easier to characterize by what it is not than what it is.

Nonetheless, our Task Force believes: =

o sustainable development already affects expectations about the skills and roles of all
Chartered Accountants, whatever their occupation;

o in concert with other stakeholders and professions, we have much to contribute to the
challenges of sustainable development: stewardship, public trust and accountability all
require our independence, objectivity and expertise in standards setting, performance
measurement and evaluation;

o this potential for contribution is already recognized by other stakeholders and
professions as a necessary element for progress towards sustainable development;

o we cannot ignore the challenge to our existing standards for conventional accounting
and modifying them as necessary to measure and communicate environmental costs
and liabilities;

o the CICA must continue to define, shape and communicate the role of the profession,
to provide appropriate training and support, and to lead the development of the
principles, standards and practices necessary to deliver what is expected of us- today
and tomorrow.

The bottom line? A special opportunity to make a positive difference and shape our future.
For the merit in this report, I applaud the members of the Task Force and the many other

individuals and organizations who have provided us their insight, counsel and support.

J. Fraser Wilson CA
Chair

The CICA Board of Governors, at its September 1993 meeting,
accepted this report as providing guidance for future action by the
profession as a whole.




Executive Summary

Premise for Action by the CA Profession

Sustainable development is an issue of global proportions and importance. It gives rise to a new
context, new rules and a new agenda for business. It calls for business and government entities to
consider a wider spectrum of stakeholders than in the past. It calls for environmental factors to be
integrated with economic considerations in decision making.

There is a legitimate and necessary role for the CA profession to contribute its expertise and services
to business and society in making progress towards sustainable development, and towards
management of and accountability for environmental stewardship.

There are needs for new types of information for-decision making and accountability in a sustainable
development context, and to measure performance and progress in terms beyond the traditional
financial and management accounting models. Such information is not readily available through
conventional accounting and reporting; even liabilities for clean up of contaminated land are not
clearly and consistently recognized, accounted for and disclosed.

The CA profession must be prepared to act simultaneously on two broad strategies- one to ensure the
profession delivers satisfactorily against existing roles and expectations, the second to expand the
profession's role and services to meet the needs for new types of information, systems and standards
for which CAs' expertise is relevant and necessary.

Meeting Expectations- Current and Future

The report presents a number of steps that should be undertaken immediately in order to deliver
against client, regulatory and societal expectations. CAs in all occupational sectors and roles are
affected- in business, government and academe as well as in public practice. CAs need to recognize
and understand the new context for business, including the impact of environmental laws, regulations
and related risks on operations, profitability, equity and cash flow.

Regarding current expectations, the profession needs to ensure the adequacy of traditional financial
reporting and auditing standards to reflect environmental costs and liabilities.

For future expectations, there is an opportunity, in fact a societal obligation, for the CA profession to
contribute its expertise and to expand its services to meet new needs for information, systems,
assurance and advice that business, government and other stakeholders require for exercising
environmental stewardship, management and accountability. Existing economic and accounting
models, for example, are now challenged to provide information that integrates environmental with
economic costs in pricing and income measurement- at the entity level as well as in national accounts.

There is a rapidly changing and growing market place demanding services that meet these new needs,
but there is already significant competition outside the profession for positioning in this marketplace.
The CA profession has the strength, reputation and skills needed to expand its role, contribution and
relevance if it chooses, but this opportunity will be lost without early, timely action.
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The report presents a number of major strategies to ensure the profession meets existing expectations
for which it holds itself accountable and to ensure an orderly response to future expectations. The
areas of focus are:

o Expectations Management

o Competence Building

o Standards Setting

o Accreditation and Quality
Specific Actions

The report presents a large array of specific actions and recommendations to advance the strategies,
including: :

=]

Communications- internally within the profession, build awareness of the new context for
business and the implications of this for the profession; externally, with users of the
profession's services and key stakeholders, communicate about expectations regarding CAs
services and expertise individually and as a profession for contributing to business,

government and societal agendas for progress towards sustainable development.

Education- prepare for members according to their occupational roles the training and learning
aids that will enable them to acquire and apply the knowledge, skills and judgement necessary -
to carry out their responsibilities to clients or employers according to the standards of the
profession,

Technical Resources- prepare for members' guidance publications, job-related tools and aids,
information reference resources and other support services that will assist them in fulfilling

their occupational responsibilities.

Accounting & Reporting Standards- encourage the consistent application of CICA Handbook
Recommendations for accounting and disclosure for environmental matters within the
conventional financial reporting framework, and change or provide additional standards and
guidelines where necessary.

Auditing & Related Services Standards- provide the standards and guidelines needed for audit
and review of financial statements regarding environmental matters, and make any
arrangements necessary for obtaining audit evidence that requires the cooperation or use of
the work of other professions and disciplines in areas outside the normal competence of CAs.

New Types of Standards- establish the capability for leadership or significant influence,
whichever is appropriate in particular areas, in carrying out research, developing techniques
and setting standards for new types of information, management systems, auditing and other
services, and ensure the adequacy of the standards setting processes necessary to respond to
the expectations of stakeholders on a timely basis.
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Accreditation and Service Quality- take the necessary initiatives that will result in members
being recognized by the marketplace and by other professions and disciplines as accredited
professionals for providing environmental auditing and other services, and ensure adequate
quality control measures and processes are implemented. This should include taking a
leadership role in the establishment of a new professional association if necessary to accredit
suitably qualified and experienced CAs and others for providing environmental auditing
services.

Keys to Successful Progress

In the last three years, CICA has already undertaken and completed several significant initiatives, and
others are in progress, that examine environmental issues affecting the professional responsibilities of
CAs and standards set by the profession. A start has been made, but much remains to be done.

The experience of the CA profession in managing change-and addressing-strategic- issues suggests
there are some important keys to implementation and some potential barriers to progress. As the
report points out, the profession must be prepared to address these issues along the following lines:

Responsiveness to Market Forces

The profession needs to be more aware of and responsive to market forces and major patterns
of change in business and public policy. This calls for a focus that is not exclusively centred
on financial accounting, auditing and taxation technical issues, but also recognizes changes in
the national and international context of business, and related strategic issues. Effectiveness
in issues identification and relationship management will be important to success.

Long term/Short term Focus

The profession needs to be prepared to address issues and commit to actions where the
desired outcomes may be achievable only in the longer term rather than immediately. There
must be a readiness to make investments for future growth and building a strong legacy for
future members as well as meeting the immediate needs of today's members.

Strategic Change Management

The profession, particularly at the level of institutional governance, needs to develop and
apply processes and skills in strategic change management, that is to say how to effect a
transition from a present state of affairs to a specified, desired future state. The business
world has developed and applies particular skills and processes for managing change that are
readily applicable to a complex, multi-level, multi-sectoral, multi-disciplinary organization
such as the CA profession.

Finance and Funding Alliances
There is a need to devise and adopt new financing mechanisms and policies, including

accessing new sources of funds, particularly for the strategies to expand the franchise and
invest for the longer term. New strategic alliances may be important in this respect.
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o Coordination and Cooperation among Jurisdictions

The profession must put in place arrangements that facilitate coordination of its strategies and
actions within and between the various institutes, CICA and provincial, and that promote
cooperation among institutes where necessary. This is particularly important in view of the
pervasive, multi-jurisdictional nature of sustainable development and environmental issues.

o Multi-disciplinary Collaboration

CAs as service providers and at institutional research and standards setting levels must be
willing and effective in collaborating with other associations, organizations, professions and
disciplines, since sustainable development and environmental issues are inherently
multi-disciplinary issues, and no single discipline or profession is likely to provide all the
solutions. '

a Attitudes and Commitment
CAs must avoid any tendency to be cynical about environmental stewardship or the role of the
profession in supporting it. Commitment and leadership are called for, together with

recognition of new societal values and business principles.

To ensure successful and orderly implementation of the recommended strategies and actions and to
help overcome barriers to progress, the following actions are essential:

o Develop and issue, through CICA's Board of Governors, a statement of the CA profession's
commitment to the principles of sustainable development, and report annually against that
statement;

o Communicate to members of the profession and to key external audiences the conclusions and

recommendations of the Task Force report, and actions being taken as a resuit;

o Play a leadership role within the accounting profession internationally to promote the need for
accountants to contribute to the development and harmonization of management, accounting,
reporting and auditing practices, methods and standards relevant to sustainable development
decision making and accountability;

o Establish an ongoing committee to monitor and coordinate implementation of this report, and
to advise CICA on sustainable development issues and strategies needed for response.

Sustainable development, like information technology, is an issue for all members of the profession,
not just a few in certain sectors or occupations. This report recommends the agenda for the CA
profession to address the issue of sustainable development, for the present and for the future.



A.  The Premise for Action by CAs: Is This an Issue for the CA Profession?

Al.

Sustainable Development, Environmental Stewardship

Thinking Globally...

The concept of sustainable development is not new'. Primary ingredients of
unsustainable development are the combined effects of exponential increase in
global population, conversion and consumption of natural resources, particularly
non-renewable ones, in the pursuit of economic growth and living standards, and
the generation of pollution and wastes beyond the planet's ability to absorb them.

The term "Sustainable Development” was brought into widespread use by the -
1987 report of the World Commission on Environment and Development, Our

Common Future.? Sustainable Development was defined as development (activity

to meet human needs and quality of life) that meets the needs of the present

without compromising the ability of future generations to meet their own needs.

A more recent version of this for business describes sustainable development as

conducting business in a way which meets the needs of the enterprise today, while

protecting, sustaining, and enhancing the human and natural resources needed

tomorrow . '

Sustainable development is clearly an international, not merely domestic a issue,
and affects developed versus developing nations and regions in different ways.
The implications for international trade and the conduct of business have been
highlighted by such developments as the North American Free Trade Agreement.

- To achieve balance between human activity and the planet's carrying capacity is

clearly a complex, long term and vital issue- well beyond the scope of this report
to address. ’

Acting Locally...

In Canada, there seems to be general consensus that the environmental
components of sustainable development- consumption of natural resources and
pollution and waste generation- are a serious concern for all Canadians, concerns
they can directly act on. The House of Commons Standing Committee on
Environment was recently told: There's another sense in which Canadians cannot
absolve themselves from a special responsibility.....because we occupy one of the
largest pieces of the world environment. Canadians individually, with our modest
population in relation to the size of our country, really have stewardship on a per
capita basis of more of the world's environment than almost any other people.*

'The Limits to Growth, Donella Meadows et al., New York, Universe Books (1972)

20ur Common Future World Commission on Environment and Development, London & New York, Oxford University Press, (1987)
*Business Strategy for Sustainable Development, Winnipeg, International Institute for Sustainable Development, (1992)

*Our Planet...Our Future, page 6, Ottawa, House of Commons (1993)



































































































































































































