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Reporting in times of risk and uncertainty
Supply chain disruption, rising inflation and interest rates

Rising input costs
Labour shortages

Long term operating and strategic plans

Investing & financing decisions
Contract renegotiations

Cash flow forecasts
Impairment
Expected credit losses
Deferred tax asset recoverability

Inventory NRV
Discount rates

Provisions & liabilities

Revenue
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Measurement
issues

Business
impacts

Disclosure
impacts

Significant judgements & estimates
Financial instruments & liquidity
Sensitivity disclosures
Going concern
Subsequent events
Non-IFRS measures

Client financial reporting update — November 2022 | Completing the puzzle




ASIC focus areas — reporting in times of risk and uncertainty
December 2021 ASIC surveillance findings

Reviewed financial reports of 70 listed and other public interest entities Heightened focus on Operating and Financial Review (OFR)

Made inquiries of 18 entities on 31 matters

Material business risk disclosures:
DO DON’'T

Other matters

&

Impairment and
asset values

Going concern

Non- IFRS profits ~ /

Provisions

L

Non IFRS profit measures:
DO DON'T

Operating and
Financial Review

Revenue recognition
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ASIC focus areas — reporting in times of risk and uncertainty
Material business risk disclosures

Business strategies and prospects - material business risks

Entity A is an entity selling patented point of sale devices forin
Australia/New Zealand and has recently expanded its footprint
into the European market.

Cion

include:
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ASIC focus areas — reporting in times of risk and uncertainty
Impairment

What questions should you consider?

Is forecasting
consistent throughout
the organisation?

Have impairment
indicators been
triggered?

. How has
What is a reasonable the impact on
expectation of ’ i
II e margin been
n ! determined?
s
— -

How are inputs
verified?

What is the industry
outlook?

How has the basis for your assumptions being reasonable and supportable

been documented?
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ASIC focus areas — reporting in times of risk and uncertainty
Business models - bringing a commercial lens

)

Operating segments Revenue disaggregation
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/ Clear & consistent
5 VY documentation
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ESG/sustainability reportin
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Operating & Financial Review

. Market announcements
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Removal of SPFS — Transition to GPFS Simplified Disclosures
Key learnings from June adopters

@q 1 Jul ‘20

Scope for non-legislative New disclosures — gathering data

30 Jun 21 requirements

<@ 30Jun 22

Consolidation requirements Sensitivities around particular
required disclosures

We are here!<
31 Dec 22
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Removal of SPFS — Transition to GPFS Simplified Disclosures

Resources

Deloitte.

Model Tier 2 financial report
Financial reporting periods ending
on or after 30 June 2022
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Deloitte

Clarity in financial reporting

Deloitte

This spedial edition webcast:

Contact us
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http://www.deloitte.com/au/models
http://www.deloitte.com/au/models
https://www2.deloitte.com/au/en/pages/audit/articles/removal-special-purpose-financial-statements.html
https://www2.deloitte.com/au/en/pages/audit/articles/clarity-financial-reporting.htmlhttps:/www2.deloitte.com/au/en/pages/audit/articles/simplified-disclosures-transition-option-opportunities.html?nc=1
https://www2.deloitte.com/au/en/pages/audit/articles/simplified-disclosures-framework.html

Emerging issues

AR

Upcoming amendments: Current and non current liabilities with covenants

\ 7
N
Compliance with

covenants required Proposed effective

date: not earlier
than 1Jan 2024

on/before reporting date

Example: Oold New

]
___ s ¢
v \ ( np ,O‘

31 December 20x2 % 31 March 20x3 .

Reporting date Covenants-testing date Non- current

Ratio at year end: 0.8 Expected ratio: 1.2 Unclear +

Required ratio: 1 Disclosures
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AR

Emerging issues
Narrow scope amendments to AASB 16 on sale and leaseback transactions

An asset is sold by Entity A to Entity B at fair value. Transfer of the asset
meets requirements of a ‘sale’ under AASB 15 and is subsequently leased
~ back by Entity A. Terms of arrangement as follows:

* Selling price: $1,800,000

* Carrying amount of asset at date of sale: $1,000,000
* Term:5years

* Interest implicit in the lease: 3%

* Annual lease payments comprise fixed payments and variable payments
linked to revenue

* Present value of the expected fixed and variable payments is $450,000

* Entity A determines the proportion of the building retained by Entity B
that relates to the right of use it retains as 25%*

* (5450,000 / $1,800,000)
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Emerging issues

Narrow scope amendments to AASB 16 on sale and leaseback transactions

Lease liability — Approach 2

Lease liability: Approach 1

Year Beginning Payment* Interest Ending
balance balance

1 450,000 (95,902) 13,500 367,598

2 367,598 (98,124) 11,028 280,502

3 280,502 (99,243) 8,415 189,674

4 189,674 (100,101) 5,690 95,263

5 95,263 (98,121) 2,858 0

* Estimated at contract inception

Year Beginning Payment* Interest Ending
balance balance

1 450,000 (98,260) 13,500 365,240

2 367,598 (98,260) 10,957 277,937

3 280,502 (98,260) 8,338 188,015

4 189,674 (98,260) 5,640 95,395

5 95,263 (98,260) 2,865 0

* Equalised annual amount imputed

© 2022 Deloitte Touche Tohmatsu
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Emerging issues
AASB 17 insurance contracts

What is an insurance contract?

Significant
insurance risk

Compensation upon
occurrence of
insured event

Policyholder

Issuer

Example Fixed fee service contract considerations:

Under a maintenance contract an entity has agreed to : \
* Repair specific equipment after a malfunction \
* Service fee is fixed based on expected number of malfunctions

* Uncertainty around whether and how often a particular asset would ))

break down

*  Pricing takes into account the condition of the specific asset as well Does the transferred risk primarily relate to

uncertainty over the cost of providing the
service?

as the specific customers risk profile /

Contract would meet the definition of an insurance contract. /

—
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Emerging issues

New effective amendments

© 2022 Deloitte Touche Tohmatsu

Recent amendments effective beginning 1 January 2022

Property, Plant and
Equipment—Proceeds
before Intended Use

Sales proceeds and costs of producing items
before item is available for use are
recognised in profit or loss

Onerous Contracts—Costs of
Fulfilling a Contract

= incremental costs + allocation of directly
related costs
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Sustainability reporting
Environmental, Social and Governance considerations

Four pillars of sustainability disclosure standards

Governance

Are plans and strategies developed

and aligned?
1 /
Risk
Management
( _______________ ~N
I Is data available to satisfy the :
I specific metric requirements? I

Metrics and
Targets

Are sustainability risks identified
and managed?
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Closing out 2022

Resources

Deloitte.

2

Tier 1 models and
considerations
Financial reporting periods
31 December 2022

Deloitte. ) ‘
Deloitte Cloiy i nancil reportiog

D I itt Clarity in fiancial raporting ‘

Deloitte

Responding to ASIC areas of focus

and uncerta

Clarity in financial reporting

Non-IFRS measures - enhancements or embellishments?

Background Talking points
What is non-IFRS financial information?
Helpful insights or smoke and mirrors?

What guidance is out there for preparers
disclosing non-IERS information?

lllustrative examples
Upcoming developments

Conclusion and quick-reference checklist *

Australian financial re|
guide
12th Edition (October 20

Model financial statements &

Responding to ASIC areas of focus

\Australian financial reporting guide

© 2022 Deloitte Touche Tohmatsu

-

Disaggregated revenue disclosures

-

Non-IFRS measures

-

Deloitte

Making sense of ISSB: B

Navigating climate regulation,
compliance and reporting

September 2022

Making sense of the ISSB: Navigating climate

regulation, compliance and reporting

N
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https://www2.deloitte.com/au/en/pages/audit/articles/model-financial-statements.html
https://www2.deloitte.com/content/dam/Deloitte/au/Documents/audit/deloitte-au-audit-non-ifrs-measures-enhancements-or-embellishments-230719.pdf
https://www2.deloitte.com/au/en/pages/audit/articles/disaggregated-revenue-disclosures.html
https://www2.deloitte.com/au/en/pages/audit/articles/responding-to-asic-areas-of-focus.html
https://www2.deloitte.com/au/en/pages/about-deloitte/articles/making-sense-issb.html
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Environmental, Social and Governance considerations

ISSB exposure drafts on sustainability and climate

The importance of reliable data

Quantitative metrics (Cross-industry and Industry Specific)
Proposals are that entities would be required to disclose quantitative information about the impact of climate-related risk and opportunities on an entity’s financials, including projections along with industry-specific metrics drawn from SASB. The
exposure drafts provide for cross-industry quantitative disclosures as well as industry-specific disclosures. The industry based disclosure requirements are an integral part of the exposure draft and includes a set of 68 industry-based disclosure

requirements enabling an entity to identify the requirements that are applicable to its business model and associated activities

CROSS-INDUSTRY INDUSTRY-SPECIFIC (EXAMPLE ONLY — CONTAINERS & PACKAGING INDUSTRY
TOPIC METRIC CATEGORY UNIT OF MEASURE TOPIC METRIC CATEGORY UNIT OF MEASURE

Gross global Scope 1 emissions, percentage covered
under emissions- limiting regulations.

Greenhouse Gas
Emissions (GHG)

Transition risks,
physical risk and
opportunities

Capital
deployment

Internal carbon
prices

Remuneration

Absolute gross greenhouse gas emissions generated during the
reporting period, measured in accordance with the Greenhouse
Gas Protocol Corporate Standard. Scope 1-3 emissions.

Greenhouse gas emissions intensity for each of Scope 1-3 emissions.

For Scope 1 and Scope 2 emissions, the entity shall disclose
emissions separately for:

1)  The consolidated accounting group

2)  Associates, joint ventures, unconsolidated subsidiaries.

Approach used to include emissions for the entities and reasons for
the entity’s choice of approach.

For Scope 3 emissions:

1)  Upstream and downstream emissions

2)  Disclose categories included within its measure of Scope 3
emissions

3) Basis for that measurement, and

4)  State the reason for exclusion of any GHG.

The amount and percentage of assets or business activities
vulnerable to transition risks, physical risks and climate-related
opportunities.

The amount of capital expenditure, financing or investment
deployed towards climate-related risks and opportunities.

The price for each metric ton of greenhouse gas emissions
that the entity uses to assess the costs of its emissions.

An explanation of how the entity is applying the carbon price in
decision-making.

The percentage of executive management remuneration recognised

in the current period that is linked to climate-related considerations.

A description of how climate-related considerations are factored
into executive remuneration.
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Quantitative

Quantitative

Quantitative

Discussion and
Analysis

Discussion and
Analysis

Quantitative

Quantitative
Quantitative
Discussion and
Analysis

Quantitative

Discussion and
Analysis

Metric tons (t) CO,-e, Percentage (%)

Metric tons (t) CO; -e per unit of
physical or economic output

Metric tons (t) CO,-e, Percentage (%)

n/a

n/a

Number,
Percentage (%)

Number

Price/Metric tons (t) CO»-e

n/a

Percentage (%)

n/a

Greenhouse Gas
Emissions

Energy
Management

Water Management

Waste
Management

Supply Chain
Management

Discussion of long-term and short-term strategy or plan to
manage Scope 1 emissions, emissions reduction targets,
and an analysis of performance against those targets.

1)
2)
3)
4)
1)
2)
3)

Total energy consumed
Percentage grid electricity
Percentage renewable energy, and
Total self-generated energy.

Total water withdrawn

Total water consumed

Percentage of each of the above in regions with High
or Extremely High Baseline Water Stress

Description of water management risks and discussion of
strategies and practices to mitigate those risks.

Number of incidents of non-compliance associated with
water quality permits, standards, and regulations.

Amount of hazardous waste generated and percentage
recycled.

Total wood fiber procured, percentage from certified
sources.

Total aluminum purchased, percentage from certified
sources.

Quantitative

Discussion
and
Analysis

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Metric tons (t) CO,-e,
Percentage (%)

n/a

Gigajoules (G)),
Percentage (%)

Thousand cubic meters
(m?),
Percentage (%)

n/a

Number

Metric tons (t),
Percentage (%)

Metric tons (t),
Percentage (%)

Metric tons (t),
Percentage (%)

Containers & Packaging

Example of industry description

Appendix B of [Draft] IFRS S2 defines the Containers and Packaging industry as being one that converts raw materials, including metal,
plastic, paper, and glass, into semi-finished or finished packaging products. Companies produce a wide range of products, including:

*  Corrugated cardboard packaging *  Bottles for household products
*  Food and beverage containers e Aluminium cans

Companies in the industry typically function as business-to-business (B2B) entities and many operate globally.

Steel drums, and
Other forms of packaging.
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Deloitte.

This publication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its member firms, or their related entities (collectively the “Deloitte Network”) is, by means of this
publication, rendering professional advice or services. Before making any decision or taking any action that November affect your finances or your business, you should consult a qualified professional
adviser. No entity in the Deloitte Network shall be responsible for any loss whatsoever sustained by any person who relies on this publication.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related entities. DTTL (also referred to as “Deloitte Global”) and each of its
member firms and their affiliated entities are legally separate and independent entities. DTTL does not provide services to clients. Please see www.deloitte.com/about to learn more.

About Deloitte
Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related services. Our network of member firms in more than 150 countries and territories
serves four out of five Fortune Global 500®companies. Learn how Deloitte’s approximately 286,000 people make an impact that matters at www.deloitte.com.

About Deloitte Asia Pacific

Deloitte Asia Pacific Limited is a company limited by guarantee and a member firm of DTTL. Members of Deloitte Asia Pacific Limited and their related entities provide services in Australia, Brunei
Darussalam, Cambodia, East Timor, Federated States of Micronesia, Guam, Indonesia, Japan, Laos, Malaysia, Mongolia, Myanmar, New Zealand, Palau, Papua New Guinea, Singapore, Thailand, The Marshall
Islands, The Northern Mariana Islands, The People’s Republic of China (incl. Hong Kong SAR and Macau SAR), The Philippines and Vietnam, in each of which operations are conducted by separate and
independent legal entities.

About Deloitte Australia

In Australia, the Deloitte Network member is the Australian partnership of Deloitte Touche Tohmatsu. As one of Australia’s leading professional services firms. Deloitte Touche Tohmatsu and its affiliates
provide audit, tax, consulting, and financial advisory services through approximately 8,000 people across the country. Focused on the creation of value and growth, and known as an employer of choice for
innovative human resources programs, we are dedicated to helping our clients and our people excel. For more information, please visit our web site at www.deloitte.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
Member of Deloitte Asia Pacific Limited and the Deloitte Network.
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