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President’'s Address

President’s

Address
David Delicata

Welcome to the first edition of The
Accetimsant ior 2022.

The onset of spring ushers our country into
unchartered territory as we seek to emerge from the
harsh economic and social impact brought about by a
once-in-a-century pandemic. Even though economic
indicators point towards an encouraging recovery,
this path is not devoid of obstacles. Our continent

is grappling with geo-political tensions, supply-side
disruptions, an inflationary spiral and staff shortages
in many crucial economic sectors. At the same time
containing the economic impact of the pandemic has
significantly strained most countries’ financial coffers.

This context puts a considerable responsibility on our
shoulders. It is no overstatement that the next few
months will be crucial in determining our immediate
future. The start of a new political legislature offers the
possibility for the nation to define the course ahead for
the next years and to set ambitious targets which will
enable Malta to deliver higher sustainable growth for
this and the following generations.

Within this reality, we all have a role to play.

As accountancy professionals, we will be key
stakeholders in such efforts. Firstly, we are at the
forefront in strengthening the country’s efforts

to emerge from the FATF’s enhanced monitoring
procedure - or as it is better known, grey-listing.
Secondly, accountants have a wider role than ever to
play within the businesses they support, by guiding and
driving our clients or employers towards digitalisation
and sustainable growth.

The Malta Institute of Accountants has taken a very
proactive role in supporting the authorities in seeking
a timely exit from the grey-list. This role has ranged
from putting forward recommendations to authorities,
advising on the required legislative and regulatory
changes and also in leading a national drive towards
quality and accountability within our profession.

We have also strengthened our efforts to investigate
and take the necessary disciplinary efforts when
impropriety within our profession is brought to our
attention.
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At the same time, we have been adamant with
authorities on the need that a sense of proportionality
is respected at all times and all levels. Business

and entrepreneurship cannot be stifled with over-
regulation and excessive bureaucracy, and one-size-
fits-all approaches were strongly objected to.

While | remain hopeful that Malta will exit the grey-
list in the short term, other challenges to the financial
services industry and the wider economy loom ahead.
With international institutions pushing for substantial
tax reform, including the introduction of a common
minimum corporate tax and proposals around the Shell
Companies Directive, there is no doubt that this will
present our jurisdiction with tough questions.

Evidently, tax harmonisation efforts will have a
significant impact on our country’s ability to attract
investment. While the reasoning behind such efforts at
an international level is understandable, it is incumbent
upon all the relevant stakeholders to undertake a
collective reflection on the ways to enhance Malta’s
competitiveness in the context of these realities.

The MIA will continue to play a proactive role in
bringing effective change, whilst supporting its
membership base through the challenges that
lie ahead. This would certainly not be possible
without the sterling work carried out by its thirteen
Committees and Focus Groups which assist the
Council in a very able manner. These Commitees cover
core areas, industries and thematics that are critical for
the economy in which our profession has a vital role to
play and also focus groups for Small and Medium Sized
Practices, Professional Accountants in Business (PAIBs)
and Young Members. Through this column, | would like
to express my true appreciation for their impeccable
commitment to the Institute, and it is with pleasure

to note several new faces joining these Committees

at the beginning of a new term 2022-2023 earlier this
year. The Committees have initiated their activities in
earnest both at Committee level as well as through the
various Working Groups working under their remit.

This edition of The Accountant covers just a few:
the several activities in support of our pr

bers to play an enhanced
sincerely hope to see

Ur membership base,

eased participation of women,
d expats in our activities.

a wider re
particu

ouncil'felt the need to add a new

tee to our structure, one that will focus on
tainable finance. Sustainable finance refers to

the process of taking environmental, societal and
governance (ESG) €onsiderations into account when
making investment decisions leading to more long term
investments in susta@inable economic activities and
projects. Here againj the MIA is taking the lead in being
a driver for change. 8uch a decision was underpinned
by a true belief that'he fight against climate change
and the desire for trie ainability depends on each
and every on€ of uSE#E@r years, climate change was
associated with polll@iihg industries or gas-guzzling
planes or ships. Toda§fthere is a growing realisation
that we all have o play. With the growing

need for companies tdiprioritise ESG, it is becoming
increasingly importantior Chief Financial Officers
(CFOs) and PAIBs to take a lead in the business
sustainability space. Siilarly, with
knowleflgdiin auditing @ad assufiance, accountants are
also th& logicalfchoice@8providers'df assurance on
reporting@iESG, clim ange afid sustainability
data once this'becon datoly. Real change begins
with us, and we Will dréfront in such efforts.

e technical




Message From MIA CEO
Maria Cauchi Delia

It is my pleasure to touch base with you again in this quarterly
appointment, briefing readers with the key developments
concerning the Institute and the wider accountancy
profession. Although our profession has always been
characterised by the need to adapt to the economic and
social changes taking place around us, the third decade of the
21 century has brought an unprecedented wave of reform
resulting from very diverse global developments.

These include a worldwide push to fight financial crime,
including money laundering with all possible means,
particularly following numerous revelations that have

dented confidence in the international financial systems; the
increased importance of environmental social and corporate
governance, together with sustainable finance as a key priority
to authorities, regulators and citizens alike; and the rapid
development of technological innovation, which also includes
proliferation of new types of digital assets.

These changes have instigated international institutions,
particularly at European Union level, to develop a flurry of
new legislations and regulations that will more often than not
impact the way we go about our profession.

In this context, the MIA has been very busy in the past months
in its efforts to bridge the gap between authorities and
professionals. We have not only been constantly providing the
necessary feedback to any proposals coming out of Brussels

— or indeed through the Maltese regulators but have also, in
particular cases, supported these authorities in drafting the
new regulatory requirements. We also provided feedback

to consultations launched by EU institutions, European
supervisory authorities and the International Auditing

and Assurance Standards Board, either directly or through
Accountancy Europe, of which the MIA is a member. In parallel,
we have sought to inform and guide our members about
ongoing developments impacting the accountancy profession.

There are various examples that can be mentioned in this
regard, but | am going to mention a recent one relating to

the implementation of the European Single Electronic Format
(ESEF), which involved the Institute working closely with the
Malta Financial Services Authority, Malta Business Registry
and the Accountancy Board. A dedicated working group

within the Institute’s Audit and Assurance Committee was
actively involved in the development of the new Accountancy
Profession (European Single Electronic Format) Assurance
Directive issued by the Accountancy Board, and in the drafting
of detailed guidance to our members. The development of this
Directive is tangible proof that the MIA can be instrumental in
bringing effective change by not only reacting to proposals but
actually being the driver towards change.

Other exchanges were undertaken with the Malta Business
Registry in its efforts to implement the Financial Action Task
Force (FATF)’s action plan, particularly with respect to the
Business Ownership Register, which has placed significant
added responsibilities on stakeholders in our industry.
Through our continued contact with the Registrar, we have
ensured that the concerns of our members on the proposed
reforms were brought to the attention of the Registrar, with
the appropriate feedback being provided accordingly. We
have also organised a successful exchange of views with

the newly appointed Registrar which was well attended by
members of our profession.

Through our AML Committee, we have also continued to
engage with the Financial Intelligence Analysis Unit on the
draft Implementing Procedures Part Il for accountants and
auditors. Additionally, through the Direct Tax Committee,
we provided feedback on the revisions to transfer pricing
rules consultation document issued by the Commissioner
for Revenue. We also shared our views in relation to the
Proposal for a Council Directive laying down rules to prevent
the misuse of shell entities for tax purposes and amending
Directive 2011/16/EU. Other initiatives involved feedback to
the Malta Gaming Authority on the Revised Audit Service
Provider Guidelines Consultation document; to the Malta
Financial Services Authority on a discussion paper reviewing
the Asset Management Strategy and to the Accountancy
Board on several matters including revisions to the Code of
Ethics and the Accountancy Profession Regulations.

These are just a few examples of the multitude of legislative
and regulatory streams in which the MIA is playing a key
role. It is our firm commitment to ensure that members
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are regularly updated with such developments, an element
which has strongly featured in the suggested improvements
highlighted by respondents in a recent members’ survey
carried out by the Institute.

In this context, we strive to take into consideration the
different needs and requirements of our membership base,
including different sized firms, whether large, medium, small
or sole practitioners, as well as professional accountants
working in industry. Two conferences focusing of Professional
Accountants in Business (PAIBs) and Small and Medium
Practitioners (SMPs) are in the pipeline for later on this

year. These events will aim to address matters of relevance
to the respective member categories and will be led by the
Institute’s dedicated focus Groups.

Naturally, such efforts need to work two-way and for

these endeavors to succeed, | strongly appeal for tangible
participation and constructive contribution by our members,
also from the younger generation. The Institute is as strong as
its members if we want to move forward as one front.

| assure our members that we are looking into the feedback
received in great detail and we plan to introduce effective
changes to address the concerns raised by members and to
continue improving those areas which were the subject of
positive feedback.

Concurrently, we continue investing heavily in our Continuous
Professional Education (CPE) programme to ensure that our
CPE offering is relevant and tailor-made to the changing needs
of the profession. It is our belief that investment in education
is a fundamental element to continue enhancing the quality of
our profession and have professional accountants who master
a rapidly evolving profession. We have also developed a new
and innovative bundle offering that seeks to give better value
to our members.

Another issue of concern in the profession is the availability
of human resources. We are seeking to address this matter
through different channels, looking for both quick wins as well
as longer term solutions. We are considering the development
of a policy document to attract quality EU citizens and third
country nationals who would be willing to select Malta as their
home over the longer-term. In parallel, we are also seeking

to secure the foundations for the future of the profession

by investing in an educational campaign among secondary
school students encouraging them to consider a career in our
profession.

My appeal to our readers throughout these challenging times
is to continue upholding the values and principles which
characterise our profession, and not to hesitate to contact
the MIA for the support required as well as to share ideas and
suggestions.

Local Appointments

Grant Thornton Malta

appointed Charmaine Farrugia as Managing
Director as from 3 January 2022.

\

PwC Malta

appointed Norbert Vella as
Assurance Partner and Edward
Attard as Tax Partner with effect
from 1January 2022.
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January - March

FIAU publishes 2022 Risk
Evaluation Questionnaire

The Financial Intelligence and Analysis Unit (FIAU)
has recently published the 2022 Risk Evaluation
Questionnaire (REQ) on its Compliance and
Supervision Platform for Assessing Risk (CASPAR)
portal for completion by subject persons. The
Authority explained that subject persons can only
submit this questionnaire through this portal.
Further details on the respective deadlines for

Sustainable finance added as a
supervisory priority by MFSA

The Malta Financial Services Authority has
included sustainable finance as a supervisory
priority for 2022. The Authority said that its
supervisory priorities were split into cross-sectoral
and horizontal themes, in addition to those
priorities that remain sector-specific in nature. The
regulator noted how Financial Crime Compliance
and Corporate Governance & Compliance Culture

submission of this document are available on the
FIAU Website.

remain key cross-sectoral MFSA focus areas in view
of the country’s efforts to shape Malta’s reputation
as a jurisdiction for serious operators.

MDB extends Covid-19 Guarantee Scheme

The Malta Development Bank (MDB) has extended the Covid-19 Guarantee Scheme (CGS) until June 2022
following approval by the European Commission. The CGS scheme supports firms experiencing liquidity issues as a
result of the COVID-19 outbreak. Eligible working capital costs under the CGS include wages, rental costs and utility
bills, among others. Businesses requiring such financing are to approach one of the nine accredited commercial
banks intermediating the scheme.

Maltese Economy

Malta’s economy has grown by 9.4% in volume terms in 2021, according to data published by the NSO.
Provisional estimates indicate that the Gross Domestic Product (GDP) for 2021 amounted to €14,533.8 million,
which is equivalent to an increase of €1,473.9 million. The year before, the economy had contracted by 8.3%

as a result of the pandemic. The main drivers behind this growth were service activities, and to a lesser extent
industry and construction.

Notification on Citizenship, Residency scheme applications

In view of recent tragic developments in Ukraine and Russia, Community Malta Agency, Identity Malta Agency and
Residency Malta Agency have announced the temporary suspension of the processing of applications for citizenship
and residency status from nationals of the Russian Federation and Belarus on the Basis of Investment. The agencies
also notified that renewals of current beneficiaries will be processed on a case-by-case basis in accordance with the
existing standard due diligence procedures. These procedures include fresh compliance checks to ensure eligibility.
Practitioners are invited to monitor the situation on a regular basis and to follow attentively any new directives
issued by the related authorities in view of the rapidly-evolving situation.
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AML Conference Highlights

for Timely Grey-List Exit

Following the Financial Action Task Force (FATF)’s decision to put Malta
on its €nhanced monitoring procedure, the Malta Institute of Accountants
has taken a proactive and leading role in supporting Malta’s efforts in

ensuring a timely exit from this predicament.

Over the past months, the Institute was very
active behind the scenes and presented several
recommendations to the authorities on proposals
involving enhanced regulation of the profession.

The MIA also brought together major stakeholders
to discuss and identify ways to ensure the
strengthening of Malta’s AML actions and secure
Malta’s compliance with FATF recommendations.

This AML Conference, attended by some 200
professionals, provided participants with exclusive
insights, particularly on beneficial ownership and
tax evasion - these being the two key areas on
which the FATF has pushed Malta for further
action and change.

During this Conference held in December 2021, the
Institute noted that the timely exit from the grey-
list should not be at the “cost of stifling business”,
insisting also that in the same way that the growth
and success of the Maltese jurisdiction was the
result of the collective effort of all stakeholders,

it is now again time for everyone to take the
necessary, decisive action required from the
respective ends.

This event was supported by Lexco Compliance
Solutions, InScope and Konnekt.




Education

Awareness Sessions
Bringing Students Closer to
the Accountancy Profession

Few would probably dispute the role of accountants in today’s communities,
whether business, voluntary or sporting organisations and beyond. While
traditionally, the profession was associated with management of a company’s
financials, the extensive training provided to accountants today enables them
to develop major skills that can be widely used throughout their professional
life. Above all, accountancy - through study and work experience — moulds
individuals in adopting a pragmatic and objective approach in solving issues.

This quality is a very important characteristic
which allows qualified accountants to ply
their trade in firms operating in widespread
economic sectors, involving themselves

in corporate strategy, providing essential
advice, leading diverse projects, and managing
thorough reforms. These were the key
messages that over 30 industry leaders,
including MIA representatives and other
private sector stakeholders, shared with
hundreds of young people during awareness
sessions organised by the MIA with students
from public, church, and independent schools.

These awareness sessions, which commenced
last November, were originally conducted
online and were eventually replaced with
in-person sessions as the COVID-19 situation
in Malta improved. While the Institute and
participating speakers adapted their efforts
towards the reality of online sessions, the
possibility of meeting students face-to-face
significantly improved the effectiveness of
such sessions.

Through innovative presentations and
practical examples from professional speakers,
students were provided with an overview

of the diverse career options available

to accountants. This was coupled with a
recurrent message that accountancy offers

stable, well-remunerating and exciting jobs.
In total, some 60 sessions were held over the
past four months.

MIA Chief Executive Officer Maria Cauchi
Delia, who was also one of the professional
accountants to share her experience with
participating students, expressed her
satisfaction at the progress of this project.

“The school educational #AccountsForYou
campaign is part of a larger project which the
MIA intends to embark on over a number

of years in line with its education related
objectives. Due to Covid restrictions, online
after-school sessions were initially held and
students attended on a voluntary basis. The
sessions were switched to physical ones

as soon as it was possible to do so. Both

the students and the Institute found the
experience of physical meetings during school
hours to be more rewarding and fruitful.” Ms
Cauchi Delia added that these exchanges with
students also meant that the Institute has
received valuable feedback. “This feeds into
our efforts to improve the effectiveness of the
sessions and to allow us to plan ahead similar
initiatives in the near future in the context of
our wide-ranging efforts to drive up interest in
accountancy as a career prospect.”
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ESEF Update

An Update on ESEF

Directive 6 - The Accountancy Profession (European Single
Electronic Format) Assurance Directive

Directive 6 - the Accountancy Profession (European
Single Electronic Format) Assurance Directive was
issued by the Accountancy Board on 1 February 2022.
It applies to Assurance reports on annual financial
reports and financial statements included therein,
published by Issuers whose securities are admitted to
trading on a regulated market in the EU, for financial
years beginning on or after 1 January 2021, and which
fall within scope of the European Single Electronic
Format (ESEF).

The Directive was drafted by the Accountancy Board
in consultation with the MIA ESEF Working Group.
The ESEF is being introduced pursuant to Article 4(7)
of the Transparency Directive - Directive 2004/109/
EC. The ESEF is the new single electronic reporting
format for the issuance of annual financial reports to be
published by Issuers of listed companies.

The ESEF provisions integrated in the Transparency
Directive are based on the consideration that a
harmonised electronic format for reporting would be
very beneficial for Issuers, investors and competent
authorities, since it would make reporting easier and
facilitate accessibility, analysis and comparability of
annual financial reports. The ESEF has been specified
in Commission Delegated Regulation (EU) 2018/815 of
17 December 2018 with regard to regulatory technical
standards on the specification of a single electronic
reporting format (“the ESEF Regulation”).

According to the European Commission services’
combined reading of the provisions of the Transparency
Directive, the Accounting Directive and the Audit
Directive — which are subject to national transposition
in each Member State, statutory auditors of companies
with securities listed on EU regulated markets will have
to provide an opinion as follows:

i.  an audit opinion stating whether the financial
statements included in the annual financial reports
give a true and fair view in accordance with the
relevant financial reporting framework; and

ii. anassurance opinion stating whether the annual
financial report and the financial statements
included therein comply with the requirements set
out in the ESEF Regulation.

To satisfy the statutory requirements for the ESEF
regulation within the meaning of Article 28(2)(c)(ii)

of the Audit Directive and Article 1779A(1)(c)(ii) of the
Companies Act (Cap. 386), Directive 6 was primarily
based on the International Standard on Assurance
Engagements 3000 (ISAE 3000) (Revised) - Assurance
Engagements Other Than Audits or Reviews of
Historical Financial Information, subject to amendments
specified in the Directive and further clarifications
specific to ESEF as provided in the Directive.

The ESEF Regulation requires Issuers to prepare a single
“report”, comprising one or several electronic files. The
Reportis to include, in particular, financial statements,
the management report and responsibility statements
of the persons responsible within the company. The
information in the files is to be prepared in XHTML
format, which is human-readable. There is also an
additional obligation if consolidated financial statements
are prepared on the basis of International Financial
Reporting Standards (IFRS). These need to be marked
up in accordance with the ESEF taxonomy (based on the
IFRS Taxonomy) using mark-ups (XBRL tags) and inline
XBRL technology. The mark-ups (“tags”) embedded in
the report will make the financial statements machine-
readable.

In terms of article 154 of Companies Act (Cap. 386) the
Directors and other officers of the Issuer have a duty
to provide information to the auditor. This extends
also to the auditor’s work on the ESEF documents. In
short, Directive 6 requires auditors to issue an opinion
communicating reasonable assurance on the tagging of
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the consolidated financial statements and that these
satisfy the ‘relevant statutory requirements’ of the
ESEF Regulation. Consequently, only the ‘Reasonable
Assurance’ related procedures referred to ISAE 3000
will apply for the ESEF engagement. The same applies
to the conclusions and reporting thereon. Other
provisions in Directive 6 make reference to materiality,
requirements relating to planning and performing the
engagement, obtaining evidence and the assurance
report. Finally, in view of the challenges encountered
in signing the ESEF Annual Financial Report (AFR)
electronically through a valid e-signature, a Document
ID will be required to complete the process.

Dr Ivan Sammut graduated as Doctor of Laws from the
University of Malta in November 1993 and obtained a
Master of Arts in Financial Services from the same university
in November 2001. Dr. Sammut is legal consultant at the
Ministry for Finance and Employment and legal adviser of the
Accountancy Board. He was responsible for the transposition
into Maltese law of various accounting and auditing related
European Union Directives.

ESEF — Implementation in Malta

The ESEF Regulation brings together accounting and
technology, digitalising and harmonising the format

in which AFRs are prepared. Naturally, the AFRs’
change in format may undoubtably impact the Issuers’
corresponding procedures in preparing and publishing
the AFR.

Impact on the signatures within Annual Financial
Reports

In view of the challenges encountered in signing ESEF
AFRs electronically through a valid signature, Issuers are
expected to prepare a Directors’ Declaration on ESEF
AFRs. This Declaration allows the Issuers’ directors to
approve the contents of the ESEF AFR and to confirm
that the AFR has been prepared in accordance with

the applicable regulations. Issuers are expected to
include the Directors’ Declaration in the Company
Announcement wherein the publication of the ESEF
AFR is announced.

The MFSA has issued specific guidance on the
corresponding new procedures relating to signatures,
as applicable to ESEF AFRs, by way of Circular dated 27
January 2022.

Impact on the publication process

Due to the AFRs’ new technological layer, amendments
have been reflected in the Capital Markets Rules
(“CMRs”), as well as the local AFR publication process,
to cater for the AFRs’ change in format.

Historically, local Issuers used to make their AFRs public
by way of Company Announcement as issued through
the Malta Stock Exchange (“MSE”), being the Officially

Appointed Mechanism in Malta. Whilst this is still
applicable, a new step has been introduced in the AFR’s
publication process. As per the amended CMR 5.56, the

AFR shall be, “..lodged with the MFSA for Validation...”
prior to its publication.

Subsequently, and only upon successful validation, the
ESEF AFR is automatically shared with the MSE, albeit
not yet published. In order to make the ESEF AFR public,
Issuers shall issue a Company Announcement through
the MSE, with the said announcement being linked to
the ESEF AFR already successfully validated at MFSA-
level.

In preparation for the publications due in 2022, requiring
the lodging of the ESEF AFRs with the MFSA through
the ESEF Live Environment, Issuers are encouraged to
make use of the ESEF Test Environment, a separate
simulation environment developed by the MFSA for
testing purposes.

The MFSA has issued specific guidance on the lodging
and publication of ESEF AFRs by way of Circular dated 31
January 2022.

Concluding Remarks

Whilst at its core ESEF brings about a format change to
the AFRs, its impact appears to be more far-reaching.
Indeed, in implementing ESEF locally, its effects on

the Issuers’ continuing obligations, the corresponding
statutory audit requirements, and the filing with

the Business Registrar have already come to light.
Subsequently, in having the ESEF AFRs made public in
Malta, for the first time in 2022, it will surely be

>>
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interesting to witness the benefits of ESEF materialise,
including by way of increased transparency, usability,
and comparability.

Gabriel Aquilina is a Senior Analyst with the Securities
and Markets Supervision function at the Malta Financial
Services Authority. He works within the MFSA’s Capital
Markets team and specialises in the Continuing
Obligations of companies listed on a regulated market.

Leanne Darmanin is an Analyst with the Securities and
Markets Supervision function at the Malta Financial

Services Authority. She works within the MFSA’s
Capital Markets team and specialises in the Continuing
Obligations of companies listed on a regulated market.

ESEF: The filing procedure with the Registrar of Companies

In view of the various problems and technical difficulties
encountered at a European Union level with having

a valid electronic signature on ESEF documents, an
interim measure was resorted to whereby the Malta
Business Registry (MBR) is to be provided with a
Directors’ Declaration as well as a copy of the auditor’s
report. A notice on the applicable procedure was
published by the MBR on 27 January 2022.

As a first step, the ESEF document is to be filed
electronically with the MBR by sending an e-mail on
esigning@mbr.mt. Additionally, the Issuer is required

to send to the MBR a copy of the auditor’s report
together with the Directors’ Declaration. Since the MBR
encourages electronic submissions, it is recommended
for Issuers to send these documents in electronic format
together with the ESEF document. The copy of the
auditors’ report and the Directors’ Declaration would
require the use of the qualified electronic signature,
which is the legal equivalent of the signature in wet

ink. Alternatively, the copy of the auditor’s report and
the Directors’ declaration may be submitted in paper
format, requiring wet-ink signature for authentication
purposes.

The MBR is in communication with its various European
Union counterparts to find a long-term solution that
would make it possible for Issuers to amalgamate all
procedures by submitting one ESEF document which
would include the Directors’ and auditor’s signatures.

Dr Damian Paul Cassar - Senior Legal Officer, Legal &
Enforcement Unit - Malta Business Registry

Damian Paul Cassar graduated with a Doctor of Laws
from the University of Malta in 2017 and was admitted
to the Bar in January 2018. Following legal practice in
Maltese Courts and Tribunals, Damian joined the Malta
Business Registry in January 2020 and will be graduating
from the University of Malta in March 2022 with a
Master of Science in Blockchain and Distributed Ledger
Technologies (Law and Regulation).

What is the role of the auditor in this process?

The role of the auditor in connection with ESEF has
been addressed by the European Commission and the
Committee of European Auditing Oversight Bodies, who
both consider ESEF rules to be statutory requirements
within the meaning of the EU Audit Directive. Assurance
reporting is accordingly required on all Issuers’ AFRs

in XHTML format and the relevant XBRL taggings,

the latter applicable for those Issuers that prepare

consolidated financial statements under International
Financial Reporting Standards (IFRS).

The local assurance standard for ESEF purposes is
Directive 6 (as explained in more detail on pages 12-13).
The objective for the statutory auditor is to obtain
reasonable assurance about whether an Issuer’s AFR
complies in all material respects with the requirements

of the ESEF Regulation.
>>




@ pakertilly

Start Your
Baker Tilly

When you work with Baker Tilly, you'll notice that we're more than just an accounting, auditing, tax,
and business consulting company. As our clients seek opportunities, we make it our job to know and
meet their long-term goals and ambitions, anticipating and reacting to any challenges.

We're looking for candidates who can help our clients overcome their most pressing challenges and
seize new opportunities whilst creating positive interactions with them. Our relationships are sincere
and we always make sure to have a deep understanding of our clients’ current situations and can
provide knowledge that will help them shape their future and overcome every obstacle.

At Baker Tilly, we help you transform your dreams into reality, and our global network allows you
to expand your scope through ours.

@ G

Collaboration Passion Stewardship
We are at our best We put forth our best We invest for the
when we work effort every day for future with the
together the benefit of our intention of creating a
people, our clients better tomorrow
and our firm
Contact Us

www.bakertilly.mt
apply@bakertilly.mt

Audit | Accounting | Tax | Advisory Now, for tomorrow


www.bakertilly.mt

ESEF Update

<<

In summary, the auditor’s procedures, relating to ESEF
AFRs should include the following:

+  Obtaining an understanding of the entity’s financial
reporting process, including the preparation of the
AFR, in accordance with the requirements of the
ESEF Regulation;

«  Obtaining the AFR and performing validations to
determine whether the AFR has been prepared in
accordance with the requirements of the technical
specifications of the ESEF Regulation; and

+  Examining the information in the AFR to determine
whether all the required taggings therein have been
applied and whether, in all material respects, they
are in accordance with the requirements of the
ESEF Regulation.

As part of these procedures the auditor will need to
determine the risks and procedures in relation to ESEF
for the specific Issuer. In this respect, a technological
solution will most likely be required in order to help

the auditor assess compliance with required technical
specifications. To address the principal assertions of
completeness and accuracy, the auditor will also need
to assess whether the Issuer has marked-up the primary
financial statement line items to the tag with the closest
accounting meaning within the core taxonomy provided
in Annex VI of the ESEF Regulation.

In instances where the core taxonomy does not cater
for certain entity-specific disclosures, the Issuer will
need to create what is referred to as an extension

tag. When applying these extensions, Issuers and

their respective auditors need to bear in mind that
unnecessary extensions will reduce the comparability
and usability of tagged data which is the ultimate
objective of ESEF, and therefore it is imperative to
minimise extensions to where it is clearly essential.
Furthermore, company specific extensions need to be
anchored to the Core taxonomy tags in accordance with
the rules included in the ESEF Regulation. In order to
facilitate this anchoring process, the ESEF Regulation
provides a decision tree to assist Issuers in applying the
appropriate anchors. In turn, the auditor will need to
ensure that such extension tag and respective anchoring
is appropriate.

In the absence of technology to electronically sign an
XHTML/iXBRL AFR without causing validation errors, a
Document ID is to be used. This serves to authenticate
and identify the audited version of the ESEF reporting
package. This Document ID will be included in the:

+  Company’s Certification Statement, which
certifies that the ESEF reporting package has been
authorised for issue and signed by the Company
Secretary and by two members of the Board;

«  Letter of representation issued by the Issuer to the
auditor; and

«  Covering letter sent by the auditor to the Issuer,
which accompanies the signed auditor’s report.

Further details on this process are included in the
guidance issued by MIA.

It is imperative that all key stakeholders in this process
engage at an early stage in order to ensure that this
process runs smoothly. One element that is strongly
recommended is to conduct a dry run using the prior
year’s annual report and uploading this on the MFSA’s
test gateway for feedback and identification of any
validation errors. Issuers are also encouraged to prepare
the necessary tagging early and hold the necessary
discussions with auditors, with particular attention to
judgemental areas. Based on experience one should not
underestimate the number of rounds of review that are
necessary before concluding and the time needed to
address some of the “errors” identified, also bearing in
mind it is the first year of such implementation.

By the time of publication of this article, a number of
publications will have been publicly made both in Malta
and across Europe. It is recommended to learn from
these and smoothen the process going forward as it will
become standard procedure.

Konrad and Antoine are members of the MIA ESEF
Working Group. Konrad is a senior manager at PwC
within the assurance line of service. Specialising in
financial reporting, auditing and assurance, his portfolio
includes a number of listed and private entities in
various areas of industry and commerce. Antoine is

the lead Senior Manager of Assurance within the Audit
and Assurance function at Deloitte and also acts as
the audit senior manager on a number of local and
international audit clients.
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The New Quality Management Standards

Quality Mana
as we know it

A major reform into the way
quality management is interpreted
and implemented will come into
force later this year with the
introduction of new and revised
Quality Management Standards.
These will become applicable after
years of debate, consultation

and feedback at various levels.
ISQM (International Standard on
Quality Management) 1 and 2 will
be applicable as from 15 December
2022, giving accountancy and
industry professionals a few more
months to get prepared for what
is expected to be a game-changer
for the industry.

In view of the coming into force
of the new suite of quality
management benchmarks, Ms
Karen Sultana, Head of the
Accountancy Board’s Quality
Assurance Unit (QAU), has
dissected the two new standards,
ISQM T and ISQM 2, and shares
the key take-home points from
both.

1.

\5;
&

Why were the new quality
management standards necessary?

al assessments

ecQ(e for audits«,

™

mng on: or after"\‘

ced by ISQM g and
@ISA?ZO has also been

A|ms to enhance the robustness of the
‘sﬁym s System of Quahty Management

“(soQM);

Requires the audit firm to customise the ;
design, implementation, and operation of
its SOQM based on the size of the firm
and type of audit clients it services; and

Leads to an integrated quality manage er
approach that reflects upon the syst
a whole.
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« Key changes include: T Mareg,

{ naq
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oA more proactive and tallored Review
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on achieving quality objectives ’
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objecths and responding‘to. the
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information and communication,
including communication with
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onltor g and remediation to
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the SOQM as a whole, and

ISQM 2:

ISA 220:

+ Deals with the responsibilities of the
= ~“auditor regardmg quality management at

Chs
a l:h,e,gpgagement level; and

"¢7/The related responsibilities of the
engagement partner.

ndard-applies to audits of financial

‘2. Why are these important from your

~ point of view?

The new quality standards will serve as a
catalyst for firms and practices to re-assess
current practices and take a more risk-based
approach to address risk factors arising.

Locally, it was noted that policy and procedure

rom one firm to another.

Based on QAU reV|ews it was also noted that
ina number of : sltuatlons the f'rm s/p' "f ]
ISQC1 manual dld not adequately reﬂect

« Addresses the appointment and eligibili
of the enga é i

o Addresses t

The requiréments for eng

reviews currently are.

ISA 220. V{:\en the n d

effective, ISQM 2 repl’

relating to engagement quality re

ISQC Tand ISA 220.
/

1
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monitoring and remediation process.
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A risk-based approach must be taken in
designing, implementing and operating
the components of the system of quality
management.

Risks will need to be given more
importance and the firm/practice must
respond to those risks.

During Quality Assurance Unit visits to
firms and practices a number of issues
with Engagement Quality Control
Reviews were noted, particularly on
PIE audit engagements. Having more
clarity on who can be appointed as an
Engagement Quality Control Reviewer,
what work should be performed as well
as documented, will address the past
shortcomings:

. Who will benefit'from

implementation? What are the key
benefits?

Various stakeholders should benefit from
the implementation of the new standards

partigularly the firm/practicefitself as well as

the glients being serviced. Regulators locally
will'also benefit from the transition to the new

quality standards.

Key benefits include the following:

“More robust governance and leadership;

Introductien,ofa risk-based approach
focused on the objective of achieving
quality;

Expansion of resources including human,
technological and intellectual;

Improving information and communication;

Proactive monitoring of the system
as a whole and timely and effective
remediation;

Evaluation of the system of quality
management on an annual basis;

+ Addresses the use of networks;

« Extends the scope of engagements subject

to an engagement quality review;

« Strengthens the eligibility criteria for
an individual to be appointed as an
engagement quality reviewer; and

« Enhances responsibilities in regard to
performance and documentation of
engagement quality reviews carried out.

5. Key recommendations for
implementation

« Plan ahead;
+ Dedicate time and resources; and

« Consult other professions and, when
available, the firm’s network.

Ms Karen Sultana is Head of the Accountancy Board’s
Quality Assurance Unit within the Ministry for Finance
and Employment. She is a Certified Public Accountant
and holds a practicing certificate in auditing with the
Accountancy Board. She is also a fellow of the Malta
Institute of Accountants. She received the Bachelor of
Commerce degree and the Bachelor of Accountancy
(Hons) degree from the University of Malta. She has
worked for anumber of years in audit with one of the

big four audit’firms both loecally and abroad. Since 2006,

she has been actively involved in quality assurance.
She also assists the’Accountaney Board in a number of
regulatory matters.
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ISQOM: Perspectives of the MIA Audit and Assurance Committee and SMP Group

The New Quality Management
Standards: A game changer for

auditors?

Perspective of the MIA Audit and Assurance Committee

With the implementation of ISQM 1, with
effect from 15 December 2022, every firm is
expected to:

a. establish the quality objectives, identify
and assess the quality risks, and design
and implement thé responses to the risks
identified; and

b. design and implement the monitoring
activities.

With ISQM 1, all firms, irrespective of size/are
experiencing a shift in emphasisifrom-quality
control to quality management within the
different spheres of the firm. Also, as noted
on page 20 by the Head ‘ofithe Accountancy
Board’s Quality Assurance Unit, one of the
key changes/introduced by ISOM 1 relates to
enhanced requirements for monitoring and
remediation. In fact, in addition to monitoring
and the identification of deficiencies, ISQM 1
necessitates a remediation process.

This means that a rigorous risk assessment
process, which'invelves the carrying out of a
root cause analysis;issrequired. Therefore, the
focus should not only be onthe symptoms
identified but also on the actual cause of
the highlighted risks. For.example, if one
attributes a particular deficiency to a lack of
proper review or supervision, one needs to
dig deeper and understand why this is arising
- is it because of insufficient training, lack of
resources and/or other factors? A practical
paper issued by the Institute of Chartered

Accountants in England and Wales, Improving
audit quality using root cause analysis, covers
the key questions that one needs to take

into account when carrying out a root cause
analysis, these being ‘what, why, how, who and
when?".

The elements prescribed by ISQM 1 need to be
addressed together with=the'felevant ethical
requiremeénts which are to be extended to
include the entire network of the practitioner;
acceptance and continuance oficlient
relationshipssand specifie.engagements; and
engagement performance. One should act with
professional scepticism throughout the entire
progess.

How is the increase in the number of:
components (from 6 to 8) and the need for a
proper root cause analysis impacting current
practices? Whataresthe benefits?

The requirements_are verybroad and very
pervasivel Experience is showing that
implemgénting this guidance resembles more
a control-based audit. Although one might
not need to implement an actual revision in
the auditymethodology being applied;it might
still be argued that ISQM s necessitating a
significant transformation inthe processes
adopted through the needffor enhanced
documentation for.decisions made. This
also entails a.change in the mindset of the
practitioners involved.
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Significant input will be required with respect
to the risk assessment process and the root
cause analysis. The risk assessment process is
a rigorous one that entails identifying risks for
each objective and rating those risks. This risk
rating impacts the design and implementation
of responses to the highlighted risks.

Whilst the implementation of this new
standard will surely enhance the administrative
burden on practitioners, yet it should also be
seen as a value adding opportunity resulting
from more effective risk management.

To what extent is all this necessary?

It is understood that in applying the risk-
based approach there is scope for scalability
depending on the nature and circumstances of
both the practitioner and also the engagement
performed.

Perspective of the MIA Small and Medium Practitioners Group

Concluding Remarks

Notwithstanding all the challenges, it is
acknowledged that these standards have a

Implementation of the standard is currently underway. The implementation process is time
consuming and therefore practitioners within the different spheres of firms should plan
accordingly to ensure that they are properly set-up by December 2022.

Those firms that have early adopted parts of this standard or have progressed substantially with
the implementation are now looking forward to also seeing benefits coming out of this process.
More organised and structured documentation should assist management in having a better
and broader view of its different quality management processes and the risks associated for

the particular firm, therefore highlighting where certain decisions may be needed to enhance

operations.

While it might still be early to perceive other benefits that practitioners will experience, it can
be concluded that the new requirements are a game changer for the profession.

The MIA will be there to assist its members on the matter by providing the necessary training
and guidance. Any queries should be addressed to technical@miamalta.org.
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How Will Your Firm Apply
the Quality Management
Standards in Practice?

IAASB & IFAC Webinars Aimed at Supporting Firms Around the World in

Applying ISQM Standards

The revision of the
International Standards

of Quality Management
(ISQM) represents an
important, globally-significant
opportunity for enhancing
the quality and value of

the audit and assurance
functions around the world.
Expanding focus beyond
quality control, towards a
more risk-based approach

on quality management, the
ISQM standards have the
ability to advance the quality
of information driving global
capital markets, improve the
value of financial information
used in Small and Medium
Enterprises’ (SMEs) decision-
making, and promote
enhanced transparency and
accountability in the financial
sector.

Given the significant
role in advancing
the overall quality
of financial

information around the world,
the roll out of the ISQM
standards was recognised

by the IAASB and IFAC as a
strategic priority.

With a recent emphasis

on impact orientation and
enhanced cross-functional
collaboration, IFAC and
IAASB have drawn together
professionals from across our
two organisations to address
the need for a coordinated

global approach to ISQM
awareness building, regulator
and Professional Accountancy
Organisation (PAO) capacity
building, education and
training, and the development
of web and other resources.

Initial emphasis has focused
on the creation of the
IAASB’s four global seminars
to enhance knowledge and
understanding:

o Webinar One: All You
Need to Know about the
Firm’s Risk Assessment
Process

o Webinar Two: Resources:
Expectations for Firms and
Engagement Partners

o  Webinar Three: What'’s
New for Firms’ Monitoring
and Remediation
Processes

« Webinar Four: Bringing
it All Together: Exploring
all the Components of
a Quality Management

System

While the first
webinar “All You
Need to Know
about the Firm’s
Risk Assessment

Process,”
provides an
overarching
view of

>>
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the quality management
standards, the second webinar
“Resources: Expectations
for Firms and Engagement
Partners,” focuses on the
inclusion of technological
and intellectual resources

in the quality management
standards. In our changing
world, engagement teams
depend very heavily on
technology and intellectual
resources. UnderISQM,

the firm and engagement
partner focus centres on

the need to develop these
categories of resources in
order to operate the system
of quality management and
to undertake engagements
effectively. To ensure that
these resources keep in step
with the changing world
around them, once developed,
ISQM outlines the need for
resources to be updated and
maintained to deliver quality
on an ongoing basis.

With a view to bringing a
modern and holistic approach
to quality, the Quality
Management standards
expand and better recognise
the changing environment

in which firms operate. In
the third webinar “What’s
New for Firms’ Monitoring
and Remediation Processes,”
firms explore the need for

an expanded scope for
monitoring and remediation,
specifically, the magnification
of a firm’s monitoring and
remediation to take into
account the whole of a

firm’s System of Quality
Management (SOQM). This
goes beyond the concept of

quality control to include the
firm leadership, engagement
partners, and others in the
firms (including engagement
quality reviewers). In this
webinar, presenters explore
the key to enhanced
monitoring and remediation
being an integrated and
iterative process of designing
and performing monitoring
activities, evaluating findings
and identifying and evaluating
deficiencies, responding to
identified deficiencies, and
communicating around these
activities. Each step in this
process is crucial to ensuring a
comprehensive and expansive
approach to monitoring

and remediation which
complements the expanded
focus of the ISQM standards.

In the fourth and final webinar
“Bringing it All Together:
Exploring all the Components
of a Quality Management
System,” participants learn
how to bring these various
components together

to ensure successful
operationalisation of a SOQM.
This webinar covers the
connecting attributes such as
assignment of responsibilities,
governance and

leadership, relevant ethical
requirements, information
and communication, network
requirements or network
services, evaluation of the
SOQM, and documentation
which are necessary to

draw together and activate
the previously covered
components of ISQM. Of
significant emphasis in this
session is the importance of
firm culture. Ensuring that

ultimate responsibility for

the SOQM is embodied by
the CEO, managing partner
and/or managing board of
partners (tone at the top)
and that the firm culture

and governance structure
reflects the importance of
quality at all levels is crucial
to building a successful
SOQM. Further, ensuring that
the firm, its personnel and
others including the network,
network firms and external
service providers are aware
of the scope and various
aspects of relevant ethical
requirements is important to
advancing a culture of quality.

How important is it for

you and your firm to view
the IAASB-IFAC four part
webinar series? Eighty-five
percent (85%) of webinar
attendees believed that they
better understood how all
the components of a quality
management system work
together after watching this
series. Eighty percent (80%) of
attendees believed the ISQM
changes they were trained to
make to their firm's quality
management system will
increase the quality of their
firm's audit services.

To view IAASB’s four global
quality webinars, please visit
www.iaasb.org/publications/
quality-management-webinar-
series.

Gabriella Kusz, Principal of
Strategic Initiatives, IFAC
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Mazars in Malta
A future built on confidence

in its people

The first few weeks of 2022 have seen exciting
and significant developments for audit and
business advisory firm Mazars. Earlier this
month, the global Mazars Group announced
its financial results for 2020/2021, with CEO
and Chairman Hervé Hélias stating that “2021
was an excellent year in terms of our business
and financial performance.” Meanwhile,

Mazars in Malta also registered a very positive
performance during this reporting period.

In fact, the firm, which now employs 80
people under the leadership of four partners,
recorded a 22% increase in fee income, up to
€4.69 million. Commenting on these results,
Managing Partner Anthony Attard stated that
“despite facing another challenging year, our
people remained focused on delivering a high-
quality service and creating significant value for
our clients. Encouraged by this year’s results,
we remain committed towards maintaining the
highest possible quality standards, thus serving
the best interests of all our stakeholders.”

Mr Attard added that “more importantly,

the events of 2020 and 2021 have also given
cause for reflection on our goals for the
coming year and beyond, with our partnership
being adamant about pursuing a sustainable
but forward-looking business plan for the
firm.” One major decision taken a few years
ago and which has seen its fruition during
January of this year, has been that of looking
for a new home for the firm in Malta. During
the first days of 2022, Mazars announced its
official move to new premises situated at The
Watercourse, a prestigious building located
within Malta’s premier financial hub, the
Central Business District in Mriehel.

According to Mr Attard, the move to The
Watercourse, built to state-of-the-art
architectural and environmental standards,
“dovetails with Mazars’ vision of engendering a
positive and collaborative work-environment,
while at the same time reflecting the firm’s
ethos of transparency and professionalism.” He
added that since the move to an open-space
environment “we have already noted a fresh
sense of vibrancy across the firm, significantly
reflected in the increased cross-fertilisation of
ideas and opinions, including between people
from the various departments, and between
our younger and more experienced people.”
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As a matter of fact, the move to The
Watercourse is also seen by the firm as an
effective means of reinforcing its employee
value proposition, which emphasises Mazars’
commitment to being a school of excellence,
with education as the backbone of the
firm’s talent and leadership development
strategy. Head of HR Michael Falzon spells
out clearly how Mazars envisions its working
environment: “You join Mazars to learn. In
such a knowledge-intensive industry as is ours,

we very much rely on the quality of our people.

And learning and development at all stages of
the professional journey is what is expected
from a responsible, modern firm. This is what
we owe to our people, clients, stakeholders
and society as a whole.” In this regard, he also
highlighted Mazars’ emphasis on international
experience, whereby employees are given
various strategic mobility opportunities,
ranging from short-term assignments to
longer-term placements.

Mazars places considerable importance and
invests significantly in attracting the kind of
young people who share the same mindset
as the firm, and in nurturing their growth as
professionals once they join. But what exactly
does this mindset entail? Michael Falzon
explains that one of the fundamental pillars
of Mazars’ HR policy is that of providing “an
accessible management style, coupled with

a permanent feedback and coaching culture;
an environment where graduates retain the
freedom to be themselves - to try things out,
to fail, and to learn.” He adds that at Mazars,
“we are always looking for ways to enhance
the working environment so as to cater for our
employees’ psychological wellbeing, to foster
innovation and creativity, and for our people
to develop a true sense of purpose. In line
with our ethos as a firm, we are interested in
engaging and fostering independent thinkers
who are open to new ideas, and who are not
afraid to implement them.”

Mazars in Malta

Mazars in Malta is a multidisciplinary firm that offers a varied range of services. It is divided into four service
lines, namely Audit and Assurance, Outsourcing, Tax and Advisory. The firm is managed by a partners’
committee composed of the four partners, and a board of directors comprising of six people, with another
two in the process of being appointed as directors. Apart from being Managing Partner of the firm, Anthony
Attard is also the Outsourcing and Assurance partner. Moreover, he heads the accounting department,

and is responsible for the firm’s overall administration. Anthony also acts as the compliance principal within
the firm. Alan Craig is the partner who heads the Advisory department of the firm. He is also responsible
for the firm’s overall promotion and development. Alan acts as the Money Laundering Reporting

Officer (MLRO) within the firm. Paul Giglio is a Tax and Assurance partner. His remit also encompasses
responsibility for human resources matters. Tino Riolo is the Audit and Assurance partner, and is the

partner in charge of technical matters within the firm.

This article is a paid advertorial.
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Interview with European
Parliament President
Dr Roberta Metsola

Fresh from her election as the new President of the European Parliament,
Dr Roberta Metsola accepted the Malta Institute of Accountant’s
invitation for a wide-ranging interview addressing the key themes on the
agenda from climate change to tax harmonization, from democracy to
sustainability.

In your acceptance speech in Strasbourg, you
highlighted quite a number of priorities for the
next two and a half years - but if you could really
see Parliament, and the wider EU accomplish
three objectives in that timeframe - what would
you aim for?

In the February 2022 Eurobarometer, 39% of
respondents said that the fight against climate
change is one of their top priorities. Politicians
no longer have the luxury of saying that climate
change is a problem for another generation to
deal with. The European Parliament is committed
to mitigating and reversing the effects of climate
change, in the upcoming two and half years. Now
is the time for Europe to take the lead, to re-
invent itself, to ensure growth, sustainability and
prosperity, while reducing emissions. My aim is
for the European Union to be seen as an example
to the rest of the world and show that the fight
against climate change is a common global destiny.
The European Parliament’s role is also to defend
democracy in Europe. The respect of the rule of
law is essential to safeguarding our democracy.
Without it, nothing else will work. If there is one
Member State where our fundamental values

are under threat, then European democracy as a
whole is at risk. Defending the Rule of Law and
fundamental values inside and outside the EU is
personal to me and shall remain a priority of the
European Parliament. Currently, the Conference

>>
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on the Future of Europe is underway. It is an
opportunity to listen to what citizens have to say
to improve the Union. We now have to ensure
that the results of this exercise are translated into
concrete action.

We are hopefully moving out of the worst days of
the pandemic and the economy is showing vital
signs of recovery. How crucial is the role of the
EU in this matter?

In this post-pandemic phase, businesses from
start-ups and SMEs to larger corporations

across our Union require legal certainty, less
bureaucracy, easier access to funding and more
chances to grow. They also require an innovative
spirit and environment in Europe in order to be
able to recover from the economic hardships of
the pandemic. The €723.8 billion Recovery and
Resilience Facility, which will help Member States
implement reforms and investments to kick-start
their economies, is one example of how the EU is
not only driving our economy but also positioning
itself to regain its competitive edge.

For years, the world brushed aside concerns

on climate change. The evidence that our
behaviour has gravely impacted the planet is
now beyond undeniable. How can we reconcile
economic growth with the tough environmental
commitments being undertaken?

The European Green Deal is not just about
tough environmental commitments; it is about
modernising slow-moving economies and re-
inventing European markets. It is central to

our European economic vision. It will help our
economy to become more competitive and
resilient, relieve the pressure on our resources
and the environment and promote innovation.
The challenge is huge. The circular economy
involves a fundamental change. It really means re-
thinking the way we design, the way we produce,
consume and dispose of products. We must
work to transform our market economy into a
more sustainable one. It is about changing mind-
sets and business models. It is about promoting
competitiveness, growth and job creation. This
requires creating new business opportunities,
enabling innovation and stimulating investment.
Our economy can grow further and more
sustainably, if we are smarter. | believe we are on
the right trajectory.

What is the EP doing to ensure that EU
investment is pushed towards sustainable
activities?

In order to meet the EU’s climate and energy
targets for 2030 and reach the objectives of the
European Green Deal, it is vital that we direct
investments towards sustainable projects and
activities. The current COVID-19 pandemic has
reinforced the need to redirect money towards
sustainable projects in order to make our
economies, businesses and societies in particular
health systems, more resilient against climate

and environmental shocks. The Recovery and
Resilience Facility, the European Union’s temporary
recovery instrument, is a concrete example of

the EU’s commitment to making Europe more
sustainable. By raising funds to help Member
States implement reforms and investments in the
twin transitions, the EU is on its way to achieve

its target of climate neutrality by 2050 and sets
Europe on a path of digital transition, creating jobs
and spurring growth in the process.

Another essential element which the accountancy
profession is dealing with - both internally and
regarding its clients - is digitalisation. How
interlinked are the efforts towards digitalisation
with post-Covid recovery?

Like with the green transition, the COVID-19
pandemic has shown us how vital it is to speed-
up Europe’s digital transition. Professionals and
businesses had no option but to quickly shift their
operations and services online during this time.
Our job now is to make sure their digitalisation
journey is sustained in the long-term. The
Recovery and Resilience Facility will require each
Member State to plan to contribute at least 20%
to digital actions, which will help provide the right
infrastructure for professionals and businesses to
continue operating online. This will make things
easier, cheaper, more sustainable, more efficient
and ultimately guarantees that our professionals
and businesses are able to sustain their operations
in every circumstance.

What are your views about the proposed CSRD
directive, particularly on elements related to
reporting on ESG issues?

The objective of this proposal is to improve
sustainability reporting in order to better harness
the potential of the European single market. It
aims to contribute to the transition towards
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a fully sustainable and inclusive economic and
financial system in accordance with the European
Green Deal and the UN Sustainable Development
Goals, by ensuring that there is adequate publicly
available information about the risks that
sustainability issues present for companies, and
the impacts of companies themselves on people
and the environment. The European Parliament

is carefully assessing the Commission’s proposal.
We acknowledge the importance of sustainability
reporting while considering the proportionality

of the measures proposed and their impacts.

The reported information should be comparable,
reliable and easy for users to find and make use of
with digital technologies.

EU tax harmonisation has been a big thing

in the past 24 months. Do you feel that this

can be harmful even in terms of the EU’s
competitiveness vis-a-vis third countries close to
us such as the UK and Switzerland? What about
the challenges faced by smaller member states,
particularly those at the periphery such as Malta?

This is an issue that has been discussed for a
number of years. The aim must be to have an
equitable and stable business environment, which
can boost sustainable and job-rich growth in the
EU and increase our open strategic autonomy.
The discussion, which is taking place on a global
level, is a complex one and takes into account the
different realities of Member States while trying to
close the loopholes that exist. This is a discussion
that will continue. As regards Malta, | am informed
that it has already signalled its acceptance of a
global corporate tax rate pushed by the OECD.

Accountants are important drivers of the
economy - working directly with large and

small firms. What is your message at this critical
juncture of the Maltese and European economy?

Accountants play an essential role in preventing
and detecting money laundering in corporations by
understanding risks, meeting regulatory obligations
and encouraging compliance and good practices to
mitigate these risks. Accountants must continue
performing their job with integrity, accountability
and transparency. That is how we build trust in our
systems.

Roberta Metsola was elected President of the
European Parliament in January 2022. She was
first elected to the European Parliament in 2013,
becoming one of Malta’s first female Members

of the European Parliament. Metsola was re-
elected in 2014 and then again in 2019. In 2020
she was elected as the First Vice-President of the
European Parliament, becoming the first Maltese
national to hold the post. She was responsible for
the European Parliament’s relations with national
parliaments and for the Parliament’s participation
in the interreligious dialogue governed by Article 17
of the treaties.

Within the European Parliament, President Metsola
was the EPP Group’s Coordinator in the Committee
on Civil Liberties, Justice and Home Affairs,
between January 2017 and 2020. President Metsola
was the Parliament’s rapporteur on the European
Border and Coastguard Regulation in 2019. She also
co-authored the Parliament’s own-initiative report
on the need to protect journalists in the European
Union from Strategic Lawsuits against Public
Participation.

Professionally she is a lawyer who has specialised in
European law and politics.

Prior to her election as a MEP, President Metsola
served within the Permanent Representation of
Malta to the European Union and later as the legal
advisor to the High Representative of the European
Union for Foreign Affairs and Security Policy. In

her student years, she campaigned actively for
Malta’s EU membership, and was active in various
organisations, acting as the Secretary-General

for the European Democrat Student organisation
between 2002-2003.

She completed an Erasmus exchange in France and
graduated from the University of Malta and the
College of Europe in Bruges. Born in 1979, Roberta
Metsola is married to Ukko Metsola and is the
mother of four boys.

37



Startups and Venture Capital

Startups and

Venture Capital

and Google made all the information we
eeded available to us in seconds. If you were
in the software business, you were playing a
gerous game with your company’s future. Just
ask Nokia, Blockbuster and any traditional news
outlet.

Role of Venture Capital (VC)

The paper, The Economic Impact of Venture
Capital: Evidence from Public Companies/,
revised in June 2021, shows that Venture capital-
backed companies account for 41% of total US
market capitalisation and 62% of US public
companies’ research and development spending.
The international comparison between the US
and other members of the G7 club—the world’s

Southern Europe’s startups raise

Venture Capital in 2021, of which

reportedly less than 0.5%. In turn, Southern
Europe attracts approximately just 4% of the

total €100 billion in Venture Capital invested into
European startups. Europe is a far cry from the
American capitalist model with less than 15% of the
global share of VC coming from Europe®:

1 llya A. Strebulaev, Will Gornal, revised June 2021: papers.ssrn.com/sol3/papers.cfm?abstract_id=2681841
2 pitchbook.com/news/reports/2021-annual-european-venture-report
3 news.crunchbase.com/news/european-vc-report-2020-strong-fourth-quarter-closes-out-2020/
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Percentage of Venture Capital to Europe, Asia
and North America
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find product market fit and eventually scaling to
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more traditional investment opportunities,
significantly real estate investing. Yet investors
to see the opportunity cost of this sort of syste
thinking. Consider the following 10-year historical
benchmarks 2012-2022*

MSE index 10 year gain - 23%

Malta Immovable property index 10 year gain - 78%
EUS50 index 10 year gain - 59%

US Stock Market 10 year index gain - 166%

NASDAQ 10 year index - 367%
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It is true thatimmovable property is a relatively
safe bet that generated a lot of wealth for a lot

of people. It is a brick-and-mortar investment

that people easily understand the utility of.

My argument for this discussion is that Malta’s
dependence on this asset class has now inherited a
10-year generation workforce who know little but
immovable property speculation as a profession
and as an investment.

==
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We probably missed out on 10 years of investment
in technology and innovation, and are now trying
to artificially make up for the lost time. Maybe

the success of the few will encourage a renewed
interest in tech entrepreneurship.

New market dynamics are at play for Malta. The
FATF’s grey-listing lead to a radical re-think of
what it means to be “open to business”.

Covid19 has brought with it “future of work”
cultural shifts with the work from anywhere
movement gaining pace. Malta has done well to
attract new talent via a startup visa and digital
nomad initiative. This will bring inwards a nucleus
of talent able to build world class startups from
within Malta.

A particular opportunity is the rate of adoption
of technology.in.the/MENA region®. The Emirate
states are investing heavily in technology.

The Saudi sovereign wealth fund signaled its
intention to the world recently with a $1 billion
acquisition® of ESL, an e-sports company, yet

the region still needs significant talent and
infrastructure development in technology.
Growth opportunities exist for Malta as a gateway
between Europe, Africa and the Middle East.

Tech-based entrepreneurship seems to
have all the hallmarks of the strategic
direction Malta needs to take to usher in
a new modern business culture.

The author will be delivering an MIA Virtual CPE
M22021 - CFO perspective: Venture Capital & Start ups
- 2 Day Package, covering fundamentals that will allow
attendees to understand the global emerging interest
in startups and Venture Capital and their impact on
markets and economies. Particularly, the sessions

will focus on the CFO perspective in relation to the
startups, but will also cover how founders go about the
steps to developing a startup and the role of investors
in helping startups scale up.

Adrian Galea has spent the last 7 years involved

with start-ups at the international level, particularly
supporting investors build, manage and exit portfolios
of more than 100 early stage start-ups across Europe
and the US. He is currently engaged as finance manager
of BITKRAFT Ventures, a U.S. based esports, gaming
and interactive media focused Venture Capital firm with
$500M assets under management.

*www.economist.com/the-americas/2022/01/15/the-pandemic-has-accelerated-latin-americas-startup-boom
‘www.zawya.com/mena/en/story/Saudi_PIFowned_Savvy_makes_debut_with_acquisition_of_ESL_and_FACIT-SNG_282070969/
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Meet the MIA Team
Dorianne Formosa

Three adjectives to describe you:
Positive, Achiever, Determined.
What does Dorianne bring to the MIA?

| try my best to bring joy to the office in
between leading the very-active CPE team.

And what does the MIA give back to you?

Satisfaction, a constantly evolving workplace
and personal growth which brought out the
best in me.

Out of the office, Dorianne enjoys....

That used to be theatre, but mummy and
driving duties have since taken over. However,
| do my best to fit in a leisurely walk where
possible.

A particular personal trait:

If there’s a problem or an issue, | am going to
tackle it immediately.

What is something which truly makes you
angry?

Any kind of bullying.

If you had to meet an artist, who would that
be?

Italian singer Emma Marrone.
Winter or Summer?

Winter - | love the routine and togetherness
that the colder months bring.

What is your biggest fear?
Solitude.

What is truly important for you?
Family.

A one-off culinary treat:

Indian.

Colour that defines you:

Orange! It’s positive and vibrant.
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MIA Committee Members
share ideas and plan of action
during Networking Event

MIA President David Delicata and Chief Executive Officer Maria Cauchi
Delia welcomed MIA Committee Members during a networking event held

on 22 February 2022.

A new term for the thirteen Committees within
the MIA structure began this year, all of whom
have a busy agenda to push forward.

Addressing Committee members, Mr David
Delicata expressed appreciation at their
commitment towards the Institute and.the
profession, noting the presence of new faces
among the committees, which augurs well for

the future of the Institute. “The presence of new
members in our committees is encouraging, as it
means innovative ideas and aregeneration of our
dynamic team which ensures the long-term future
of our Institute”. Mr Delicata thanked Committee
members describing them as the “heart and soul
of the Institute” and was particularly appreciative
of their contribution when the Institute is

requested by Authorities or other entities to
provide feedback to legislation, regulation or other
regulatory elements within a few days notice.

Mr Delicata also addressed a number of key issues
which headline the Institute’s agenda at present,
first and foremost being Malta’s need for a quick
exit from grey-listing. In this regard, the Institute
is supporting Authorities through regular meetings
with the National Coordinating Committee, to

contribute towards finding solutions thus ensuring
that the exit from the grey-list happens as soon as
possible. The President also argued that “it is also
time to start looking beyond grey-listing”.

Particularly, Mr Delicata expressed the view that
professionals need to get together to stimulate a
discussion on Malta’s competitiveness in a context
where international and local legislation and
regulation are transforming the local regulatory
framework.

MIA CEO Ms Maria'Cauchi Delia recalled that the
MIA Council has recently approved a Bye-Law
which regulates Committees and their Terms of
Reference, strengthening their role as an integral
part of the Institute’s activity. Ms Cauchi Delia also
noted the importance of Committees within the
Institute. Through the voluntary participation of
its members in these Committees, the Institute

is better placed to listen to its stakeholders and
support its wider membership base whilst having

a strong voice with the relevant local authorities
and international institutions. She emphasised that
the Institute gives due importance to the opinion
of all its members, and regularly reaches out for
feedback through meetings and surveys. The CEO
also encouraged members to participate more
within the structures of the Institute, and to bring
forward new ideas which enable the Institute to
better represent the profession.
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