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Preparing for evolution
Timeline for mandatory climate reporting

Feb 2023 June 2023
March 2022 First Treasury June 2023 IFRS S1/S2
IFRS S1 and S2 EDs consultation Second Treasury released
released consultation
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2024/2025 FY By 2027/2028
October 2023 First mandatory FY
AASB Exposure Draft reporting in All applicable
(open for comment Australia Aus entities
until 1 March 2024) report

Disclosures in Directors
Report or OFR (listed)
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Preparing for evolution
Thresholds for reporting in Australia

@ National Greenhouse & Energy Reporting

At least two of:

Employees Consolidated Consolidated

assets revenue
Periods ending — -
g
[
\ ‘0 0
30 June 2025/ 31 Dec 2025 > 500 >$1b > $500m ﬁﬁ ﬁ igﬁz
30 June 2027/ 31 Dec 2027 > 230 2 5500m 2 5200m Other jurisdictions, e.g. European union
30 June 2028/ 31 Dec 2028 > 100 >$25m > S50m

e 2028: Australian entities with EU operations

* Earlier: Australian entities listed in EU (including debt)

* Deed of cross guarantee .
L _ * Equivalent Standards?
* Consolidation relief
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Preparing for evolution
Getting to know the sustainability standards

Governance -

0 SASB Standards - 1SSB basis for ASRS

— Q

050 c « ASRS 1 ‘climate first’

(0]

% Strategy -_go * No ISSB compliance

= a0 * References to SASB &

*GC-J' = additional guidance

S Risk management § GHG removed

(]

LB) a Protocol * Industry guidance:
ANZSIC

Metrics & Targets . Scope1&?2

determined under
NGER

* Removal of GHG
categories
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Preparing for evolution
Relief available in year one of reporting

© 2023 Deloitte Touche Tohmatsu

Issuance of report delayed compared to related financial statements

Metrics & Targets

No comparative information

Provided only for climate

No Scope 3 disclosures

A

No explicit relief for
timing of report

Relief for S1 not
required as ASRS
‘climatised’

No scope 3 disclosures

No comparative
information
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Preparing for evolution
Concepts underlying sustainability reporting

w 0

T~ — &

7 .
\@_\M)\{\/

Value chain

Interconnected risks Suppliers, customers,

’
Between disclosures (e.g. customers’ customers

Strategy and Metrics)

Relationship to financial
statements (e.g. UELs,
impairment, provisions)

Time horizons Proportionality

Short, medium & long term / J
‘ Effect on financial position, ~ — ,4\ N ' i
@@ *9’&? performance and cashflows l l Eiﬁw‘%@
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Reasonable and supportable

Without undue cost or effort




Preparing for evolution

Governance and strategy disclosures
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Governance
s 1|
| . .

: O 1 Identity of oversight body O 3 Controls, procedures :
| |
|

: O Assessment of available skills & 04 Integration with management and :
: competencies internal functions :

Over short, Current and Impact on Effects on Climate

medium and anticipated strategy and financial resilience,

long term time impact on decision making  position, including
horizons business model performance scenario analysis

& value chain and cash flows
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Preparing for evolution
Scenario analysis requirements

Scenario analysis

* >two possible future
states

* One consistent with
Climate Change Act
(1.5°C)

[
\\ ’0’ Prop.ortionality
\ Q ’ applies
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Preparing for evolution
Scenario analysis example

Scenario analysis extract Time horizons
Governance d
Unilever PLC, Annual Report and Accounts 2022 use
_ _ " _ _ . Potential financial impact on
Strategy Financial quantification of assessed risks and opportunities e i e e
Physical Environmental Risks Key assumptions Sensitivity 2030 2039 2050 -
4. Water scarcity impact on crop yields « By 2050, in a proactive scenario, water ° > two pOSSi b | e futu re
scarcity would increase prices by:
. We quantified how increased water- ' Palm:c;1 0?;.C$;no/mod|tles and food -0.2 -05  -1.2 states
Risk management stressed areas and prolonged droughts ingredients: =177 . . .
would reduce crop outputs due towater = BY 2050, in areactive scenario, water e One consistent with
scarcity in agricultural regions, decreasing ~ Scarcity would increase prices by: e — .
crop viability, and impacting raw material = Palm: ~14%; Commodities and food Climate Cha nge Act
prices. ingredients: ~16% G
: (1.5°C)
Metrics & Targets
Impact on
Key assumptions utilised financial
Type of risk (transition in scenario analysis performance &
or physical) position

Proactive vs
Reactive scenario
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IFRS S2: Core content

Information required for risk management and metrics & targets

Governance

Strategy

Risk management

Metrics & Targets
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Risk management

Process and policies
to manage risks

Metrics & targets

Process and policies to @ Integration with ris
manage opportunities @0

management

k

-

Cross-industry metrics

Absolute GHG Disaggregation of Scope 3
emissions GHG emissions categorisation

S and % of S and % of S and % of
transition risks physical risks opportunities

S of capital Internal carbon KMP
deployed prices remuneration

.

Industry-based metrics

Associated with business model/activities

J/

s

g

Targets

Set by entity
Progress
Required by laws/regulation

~N
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Preparing for evolution
Setting the boundary for GHG reporting

The organisational boundary

80% l

100 Mt CO2e/yr
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100 Mt CO2e /yr

80% l

80 Mt CO2e /yr 30 Mt CO2e /yr

100 Mt CO2e /yr

0 Mt CO2e/yr
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Preparing for evolution
ASIC surveillance findings

Selection criteria

Market data . A.SIC
intelligence
Reported .
. P . Section 311
financial .
. i notices
information

180

ASX reports

announcements

External party
misconduct
reports

Industry
considerations

Surveillance across industries

Materials Software &
42 services
29
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Commercial BRGNVEIIEE
& 14
prof. services
15

F&B & Retail
tobacco 10

13

2023 surveillance findings

OFR

Impairment/asset values

Revenue recognition

Financial report disclosures

Provisions

Contingent liabilities

Other

o
Ul

10 15 20 25 30

]-u'IE

B Closed-58 M®Open-6 M Findings-29
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Preparing for evolution
Amendments impacting 31 December 2023 year ends

AASB 17

Insurance Contracts

Amendments to AASB 101
Accounting policies & definition
of accounting estimates

» Effective beginning 1 January 2023
* Applicable to non-insurers

» Effective beginning 1 January 2023
* Revisions to disclosed accounting policies

Amendments to AASB 112

Pillar two taxes

» Effectively immediately upon issue
* More expansive disclosures following substantive enactment
» Substantive enactment expected 2024

Amendments to AASB 112

Deferred tax related to assets and
liabilities in a single transaction

 Effective beginning 1 January 2023
* Clarifies the accounting for deferred tax on specific transactions

© 2023 Deloitte Touche Tohmatsu
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Preparing for evolution
Call to action

Mandatory sustainability reporting is coming

Determine when your entity will be required
to commence its mandatory reporting and
undertake a gap assessment to start planning
your implementation
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Consider connectivity of information

Connectivity between different parts of the
annual report will remain important, don’t
forget the impact of climate on existing
balances

Regulatory focus areas

Continue to closely monitor ASIC’s areas of
focus and emerging changes to the accounting
standards to consider the impact on your
business
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Q& A o
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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 may 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.

© 2023 Deloitte Touche Tohmatsu.
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Sustainability G

Key terms
ASRS standards

Climate Change
Act

Controlling
Corporation

CSRD
ESRS

GHG Protocol
ISSB

ISSB Standards
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Definition

The ASRS (Australian Sustainability Reporting Standards) are the draft standards released by the AASB to propose climate-related
financial disclosure requirements which uses the ISSB standards as a basis. The AASB determined that Australian reporting would be
limited to climate-related disclosures. The exposure draft relating to this, ED SR1 Australian Sustainability Reporting Standards —
Disclosure of Climate-related Financial Information was issued in October 2023 and is open for comment until March 2024.

Climate Change Act 2022 (Climate Change Act) sets out Australia’s greenhouse gas emissions reduction targets, to provide for annual
climate change statements and to confer advisory functions on the Climate Change Authority, and for related purposes.

A controlling corporation is a ‘constitutional corporation’ that does not have a holding company incorporated in Australia (section 7 NGER
Act). It is generally the corporation at the top of the corporate hierarchy in Australia. It can be a ‘non-operational’ holding company. It
may also be a foreign incorporated entity operating directly in Australia.

Corporate Sustainability Reporting Directive is a directive which strengthens and modernises the rules concerning the social and
environmental information that companies have to report under the EU law and requires a broader set of large companies as well as
listed SME to report on sustainability.

European Sustainability Reporting Standards (ESRS) are standards tailored to EU sustainability policies while building on and contributing
to international standardisation initiatives developed by the European Financial Reporting Advisory Group (EFRAG), an independent
body bringing together various different stakeholders. This standard applies to all companies subject to the CSRD.

The Greenhouse gas (GHG) protocols provides standards, guidance, tools and training for business and government to measure and
manage climate-warming emissions.

The International Sustainability Standards Board (ISSB) was established in 2021 to develop a comprehensive global baseline of
sustainability disclosures for capital markets.

The ISSB standards issued by the ISSB consists of IFRS S1 and IFRS S2. IFRS S1 provides a set of disclosure requirements designed to
enable companies to communicate to investors about the sustainability-related risks and opportunities they face over the short, medium
and long term. IFRS S2 sets out specific climate-related disclosures and is designed to be used with IFRS S1. The TCFD recommendations
are fully incorporated in the ISSB standards.
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Sustainability G

Key terms
NGER Scheme

NGER Act
NGER Reporting
Entity

Paris Agreement

SASB standards

Scope 1, 2,and 3
(emissions)

TCFD
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Definition

The National Greenhouse and energy reporting (NGER) scheme is single national framework for reporting and disseminating company
information about greenhouse gas emissions, energy production and energy consumption

The National Greenhouse and Energy Reporting Act 2007 (NGER Act) establishes the legislative framework for the NGER Scheme which is
a national framework for reporting greenhouse gas emissions, greenhouse gas projects and energy consumption and production by
corporations in Australia.

An entity required to lodge financial reports under Chapter 2M of the Corporations Act (2001) (Cth) that is registered as a ‘Controlling
Corporation’, reporting under the National Greenhouse and Energy Reporting Act 2007 (Cth).

The Paris Agreement refers to the international treaty on climate change, of which Australia is a party, which came into force in 2016.
The Paris Agreement aims to strengthen global responses to climate change.

The Sustainability Accounting Standards Board (SASB) founded in 2011 to develop sustainability accounting standards have developed
the SASB standards which enable organisations to provide industry-based disclosures about sustainability-related risks and opportunities
and identifies the sustainability-related issues most relevant to investor decision-making in 77 industries. It provides the starting point for
the ISSB's industry specific requirements.

Scope 1 covers direct greenhouse gas emissions from owned or controlled sources. Scope 2 covers indirect greenhouse gas emissions
from purchased or acquired electricity and energy consumed by the entity. Scope 3 includes all other greenhouse gas emissionsthat
occur upstream and downstream in a company’s value chain.

The Task Force on Climate-Related Financial Disclosures (TCFD) was created by the Financial Stability Board (FSB). In 2017, the TCFD
released climate-related financial disclosure recommendations.

Preparing for evolution
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Preparing for evolution
Treasury’s proposed assurance timelines

First year of reporting Second year of reporting Third year of reporting Beyond third year of reporting

Reasonable assurance is a high but not absolute level of assurance, where the auditor agrees the information
reported is materially correct (the same level provided on annual financial statements)

Financial auditors to lead climate disclosure assurance engagements using climate experts

© 2023 Deloitte Touche Tohmatsu Preparing for evolution
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Preparing for evolution
Resources

ESG and Sustainability

Deloitte. Deloitte. Deloitte j s | Deloftte.  MinterEllison.

A director’s guide
to mandatory
climate reporting

g
o
—
\_’//
Tier 1 models and reporting
considerations

Australian financial reporting
guide
12th Edition (

Model financial statements & Putting Asic areas Towards sustainability A director’s guide to

Gearing up
for mandatory

Deloltte

N
Wt
WhANE

“n\

-
20
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oy
2t

S,

Gearing up for mandatory

Australian financial reporting guide into focus reporting in Australia mandatory reporting

Deloitte

IFRS 17 for
Non-insurers

Responding to
Pillar two
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climate reporting
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https://www2.deloitte.com/au/en/pages/audit/articles/model-financial-statements.html
https://www2.deloitte.com/au/en/pages/audit/articles/model-financial-statements.html
https://www.deloitte.com/au/en/services/audit-assurance/analysis/putting-asic-areas-focus.html
https://www.deloitte.com/au/en/services/audit-assurance/analysis/putting-asic-areas-focus.html
https://www.deloitte.com/au/en/services/audit-assurance/perspectives/mandatory-climate-reporting-are-you-ready.html
https://www.deloitte.com/au/en/services/audit-assurance/perspectives/mandatory-climate-reporting-are-you-ready.html
https://www.deloitte.com/au/en/services/audit-assurance/analysis/mandatory-sustainability-reporting-australia.html
https://www.deloitte.com/au/en/services/audit-assurance/analysis/mandatory-sustainability-reporting-australia.html
https://www.aicd.com.au/content/dam/aicd/pdf/news-media/research/2023/cgi-climate-reporting-primer-v4.pdf
https://www.aicd.com.au/content/dam/aicd/pdf/news-media/research/2023/cgi-climate-reporting-primer-v4.pdf
https://www.deloitte.com/au/en/services/audit-assurance/perspectives/responding-to-pillar-two.html
https://www.deloitte.com/au/en/services/audit-assurance/perspectives/responding-to-pillar-two.html
https://www.iasplus.com/en/publications/global/a-closer-look/ifrs-17-noninsurers/at_download/file/A%20Closer%20Look%20-%20IFRS%2017%20for%20Non-insurers.pdf
https://www.iasplus.com/en/publications/global/a-closer-look/ifrs-17-noninsurers/at_download/file/A%20Closer%20Look%20-%20IFRS%2017%20for%20Non-insurers.pdf
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