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Current landscape in
sustainability reporting



Businesses are facing increasing expectations from stakeholders to create
sustainable, long-term value

Institutional investors

Expected to divest or vote against
companies that fail to explain how
they will deliver value across
stakeholders

EY Investor survey 20211 reveals
86% of investors said a strong ESG
program and performance would
have a significant and direct impact
on analyst recommendations today.

Standard setters, governments and requlators

Ecosystem is rapidly evolving, with
standard setters such as the
Taskforce on Climate-related
Financial Disclosures (TCFD) and
IFRS issuing new guidance and
standards, and requlators, such as
the SEC and the European
Commission, signaling possible new
disclosure requirements focused on
climate and human capital*

1. Source: EY's Sixth global institutional investor survey
2. Source: Gartner Employee Engagement
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Employees and
consumers

Rising employee expectations
that employers take a position
on social issues, and promote
diversity and inclusion, mobility,
flexibility and well-being.
Consumers care more than
ever about product
sustainability, transparency and
impact on society

Wider society

Increasing demand for business
to contribute to resolving
societal challenges under global
public-private partnerships and
initiatives, while trust in
business is declining and there
is greater scrutiny in the age of
social media

3. Source: 2020 EY-Parthenon Sustainability Consumer Survey 5. Source: 2020 Edelman Trust Barometer

4. Source: EY The Future of Sustainability Reporting Standards


https://assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/sustainability/ey-the-future-of-sustainability-reporting-standards-june-2021.pdf?download

COVID-19 becomes a turning point

74% now more likely to
attach greater importance divest based on poor

0 to ESG performance post ESG performance
0 pandemic.

e

Source: EY's Sixth global institutional investor survey, November 2021



Timeline of sustainability reporting activities

After a period of slow and steady
activities, we have seen

unprecedented standard setting

2021

April: European Commission
proposal for Corporate
Sustainability Reporting Directive

Q919 .G 2 TCFD (CSRD)
initiatives in recent years.
April: IFRS Foundation Trustees
propose to amend the IFRS
'/ Constitution to enable formation
EPIC “ of the International Sustainability
Report b Standards Board (ISSB)
"‘ May: European Financial
@ ‘ ‘.‘ Reporting Advisory Group
@ e 3‘5‘3}‘36%?#5 ‘ (EFRAG) — asked by European
o) . Commission to develop EU
T sustainability reporting standards
&@,’ R @ bifoew November: ISSB is established and
e’y ' announcement is made that Value
- | . Reporting Foundation (VRF) and
| ' Climate Disclosure Standards
‘ Board (CDSB) will be consolidated
‘ ' into the IFRS Foundation
1997 2000 2001 2007 2010 2011 2015 2016 2018 2020 2021

Council (IBC) Paper released.

» November 2020: IRC and SASB announce intention to merge into the VRF.

January 2020: WEF IBC consultation Released. February 2020: EU Non-financial reporting consultation released.
August 2020: Climate Disclosure Project (CDP), CDSB, GRI, International Integrated Reporting Council (IIRC) and SASB Paper released. Also World Economic Forum (WEF) International Business

September 2020: IFRS Foundation Consultation released IAASB Climate Alert. October 2020: Financial Reporting Council (FRC) Consultation released



And what about last quarter?

1 January: Climate EU taxonomy alignment becomes applicable.

B EFRAG

January, February, March: EFRAG releases several working papers on the development of the future European
Sustainability Reporting Standards (ESRS).

23 February: European Commission adopts proposal for a Directive on corporate sustainability due diligence

10 March: EFRAG announces the composition of its EFRAG Sustainability Reporting Board to enable its

N
E EFRAG governance reform heading to the target date of 31 March 2022.
T[N 15 March: The Taskforce on Nature-related Financial Disclosures (TNFD) releases its Beta Framework, inspired by
'F|D the TCFD framework on climate.

21 March: The US Securities and Exchange Commission proposes rules on climate-related disclosures in their
registration statements and periodic reports.

24 March: IFRS Foundation and GRI announce a collaboration agreement, their sustainability boards (ISSB and
GSSB) will seek to coordinate their programs and standard-setting activities.

31 March: The ISSB publishes exposure drafts for climate and general sustainability disclosure standards.




Expected key global developments for the rest of 2022 and beyond

Q3-Q4

End of 2022

Initial plan for European Commission (EC) to adopt the first
set of EU sustainability reporting standards (ESRS). CSRD
expected to become mandatory for reporting in the
following schedule as a result of a new proposed timeline:

2023 and beyond

- January ‘23

Environmental EU taxonomy alignment becomes
applicable.

April ‘23

New expectation of EC and European Parliament (EP) to
adopt the first set of ESRS.

January ‘24

New expectation of EC and EP to adopt the second set of
ESRS (sector specific).

S <l FY23-24+

Expected introduction of SDR for corporates, asset
managers and certain asset owners, including mandatory
publication of transition plans.

& REET

The ISSB expected to publish exposure drafts for other
sustainability topics.

Q2

Introduction of mandatory TCFD-aligned disclosures in
Strategic Reports of publicly quoted companies, large
private companies and LLPs.

The SEC will conclude the public consultation period for its
climate rule proposal

—=—M To be determined

The SEC is expected to release proposed human capital and
board diversity rules.

@ End of June

The Value Reporting Foundation, housing the <IR>
Framework and SASB, will be consolidated into the ISSB.

» 1 January 2024 for undertakings already subject to the
NFRD (reporting in 2025 on 2024 data)

» 1 January 2025 for large undertakings currently not
subject to the NFRD (reporting in 2026 on 2025 data)

» 1 January 2026 for listed SMEs, small and non-
complex credit institutions and for captive insurance
undertakings (reporting in 2027 on 2026 data)

" B Summer

The Japanese government expected to draft human rights
due diligence guidelines.

As of 3 March 2022 and subject to change — includes indicative and announced timelines of specific jurisdiction and global developments in sustainability reporting.



ISSB update



IFRS® Foundation

ISSB’s proposed
IFRS® Sustainability

Disclosure Standards

Sue Lloyd, ISSB Vice-Chair
April 2022

Copyright © 2022 IFRS Foundation. All rights reserved.

The views expressed in this presentation are those of the presenter, not necessarily those of the IFRS Foundation, International Accounting Standards Board or the International Sustainability Standards Board. I F RSO



Agenda

Introducing the ISSB

Exposure Draft 1 — General Requirements
Exposure Draft 2 — Climate

How to get involved

Next steps

11 | IIE3IFRS



International Sustainability Standards Board

Full complement

+ 6 + 6

members members

'L

Emmanuel Faber Sue Lloyd
Chair Vice-Chair

|
Quorum 12 |FRS




ISSB focus

@ Develop standards for global baseline of sustainability disclosures and a digital
taxonomy to enable electronic tagging of disclosures

gaX  Focus on meeting the information needs of investors

E Will enable companies to provide comprehensive sustainability information for the
Fle global capital markets

» Building blocks approach: facilitate the addition of requirements that are jurisdiction-
VD | specific or aimed at a broader group of stakeholders

13 IIEJIFRS



Building blocks approach

Sustainability reporting (broader multi-stakeholder focus)
Reporting on all sustainability matters that reflect significant positive
or negative impacts on people, the environment and the economy

Sustainability-related financial disclosures (investor focus)
Reporting on those sustainability-related matters that may reasonably
create or erode enterprise value over the short, medium and long term

IASB (140+

Financial reporting (investor focus) countries)

Reflected in monetary amounts in the

financial statements Other GAAP
(e.g., FASB)

14 HIIEAIFRS



Seeking compatibility between IFRS Sustainability Disclosure
Standards and GRI Standards

Intent to collaborate P P

IFRS Foundation and
GRI announced
Memorandum of
Understanding on 24
March 2022

ISSB and GRI join
each other’s
consultative bodies
related to
sustainability
reporting activities

Align, where possible,
terminology,
standards structure
and metrics, helping
to reduce the
reporting burden for
companies

15 HIIEJIFRS



Recognised due process

» ISSB's due process aligned with IASB

— Limited exception for initial documents with oversight by DPOC
— Will consider any necessary adjustments in due course

August 2020
IFRS® Foundation

* Process built on three principles

and IFRS Interpretations Committee

Due Process Handbook

Transparency

Full and fair consultation

Accountability

B3 FRS

* Process overseen by IFRS Foundation Trustees

16‘ B IFRS



Standards architecture

Focus on investor audience and enterprise value

Governance
General Requirements Standard

Management

Thematic / cross-industry Industry-based

_ requirements requirements
Metrics and

targets

Core elements used across

Common thread - four core elements IFRS Sustainability Disclosure Standards
Taken from TCFD structure |

|
|
|
|
|
|
|
|
|
|
|
|
|
i
: Risk
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
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” General Requirements Exposure Draft

BEFRS : : : s :
i Requires companies to provide material information on all

e significant sustainability-related risks and opportunities
necessary to assess enterprise value

[Draft] IFRS S1 General Requirements for Disclosure
of Sustainability-related Financial Information

« Equivalent to IFRS Accounting Standards IAS 1 Presentation of
Financial Statements and |IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors

18 IEEAIFRS



Core content - consistent with TCFD recommendations

Governance

The governance
processes, controls
and procedures a
reporting entity uses
to monitor
sustainability-related
risks and
opportunities.

Strategy

How an entity’s
strategy addresses
significant
sustainability-related
risks and
opportunities.

Risk
management

How sustainability-
related risks are
identified, assessed,
managed and
mitigated.

Metrics and
targets

Information used to
manage and monitor
the entity’s
performance in
relation to
sustainability-related
risks and
opportunities over
time.

19 IEEIFRS



Information for the capital markets

 Information provided must 'enable an assessment of the effects of sustainability-related risks

and opportunities on a company's enterprise value' (the market value of its equity and net
debt)

« focus is on significant sustainability-related risks and opportunities

 information required includes the impacts of a company on people, the environment and the
planet when they affect assessments of enterprise value

* requires information that is material for a company, i.e., that could reasonably be expected to
influence decisions that investors would make (in this case, when assessing enterprise value)

20 EEBIFRS



How to report on all risks and opportunities

General Requirements [Standard]

A company would be required to disclose material information about all significant sustainability-related risks / opportunities

Climate [Standard]

A company would apply the relevant IFRS Sustainability Disclosure Standards to identify risks / opportunities and disclosures

A 4

If no specific IFRS Sustainability Disclosure requirements, a company must consider:

CDSB Framework and
SASB Standards application guidance Other standards Other resources
ISSB’s non-mandatory
guidance — e.g., social, water
and biodiversity

Those that meet investors’ Peer company practices

Industry-based disclosure
information needs (similar industry / geography)

topics

lllustrative Guidance: how to use SASB Standards and CDSB Framework application guidance to do this

21| HEIFRS



Key features

Emphasises need for consistency and connections between financial
statements and sustainability reporting by requiring companies to

» explain linkages in information
» use consistent assumptions when relevant

Requires financial statements and sustainability disclosures to be
published at the same time

Facilitates application in different jurisdictions by

 not specifying a particular location for sustainability information
« allowing additional information to be provided

22 | HE3IFRS



9 Climate Exposure Draft

AERD

Warch 2022
Exposure Dr
IFRS™ Sustainability

aft
Disclosure Standard

[Drafi] IFRS S2 Cli
Comments to be recer

imate-related

Disclosures

Requirements for disclosure of material information about
significant climate-related risks and opportunities

* Incorporates TCFD recommendations

* Includes SASB's climate-related industry-based
requirements

* Requires disclosure of information about;
— physical risks (e.g., flood risk)
— transition risks (e.g., regulatory change)
— climate-related opportunities (e.g., new technology)

23 EESIFRS



Requires information that enables investors to...

« determine the effects of climate-related risks and opportunities on the
company's enterprise value

« understand the company’s response to and strategy for managing its climate-
related risks and opportunities

« evaluate the ability of the company to adapt its planning, business model and
operations to climate-related risks and opportunities

Consistent with the General Requirements Exposure Draft

« focus is on significant climate-related risks and opportunities
 information provided must be material for assessments of enterprise value

24 | HIEEIFRS



Relation to TCFD recommendations and SASB Standards

Final Report Exposure Dratt
oe se seses  eesscsssses IFRS* Si D ure Standard

Recommendations of

;;;;;;;;;;;;;;;;

the Task Force
on Climate-related

Financial Disclosures

A

v
A

Consistent with TCFD Builds on SASB Standards
« Governance « Industry-based disclosures in

- Strategy Appendix B derived from SASB
» Risk management Standards

* Proposed changes to:
* Internationalise metrics
» Add financed emissions
disclosures

» Cross-industry metrics and targets
e lllustrative guidance

v

25| HIE3IFRS



Key features

Transition planning
Emissions targets and use of carbon offsets

Climate resilience
Resilience of business strategy in multiple scenarios

Scope 1-3 emissions
Requirement to disclose GHG emissions

26 | HIEE3AIFRS



How to comment on the proposals?

L]

Deadline:
29 July 2022

Visit:
Ifrs.org/projects/open-
Comment letter for-comment/

Comments are published on ifrs.org 27 EESIFRS



Other technical priorities

Publish Taxonomy
proposals to facilitate
electronic tagging and
presentation of
disclosures

Improve international
applicability of the SASB
Standards

Assume responsibility for
SASB standards on
consolidation of VRF

Public consultation on

future agenda, including

« Sustainability-related
risks and opportunities
the ISSB should
prioritise

* Delivery plan for
current SASB
Standards projects

28 | HIE3IFRS



Find us online

ifrs.org @ IFRS Foundation

@ @IFRSFoundation @ International Accounting Standards Board

@ IFRS Foundation @ International Sustainability Standards Board

B FRS



Business Perspective



Benefits for management

Internal management and better insight in performance

Continue on path toward long-term value

» Positive contribution to climate risks and opportunities
» Reduce resource usage — energy, water, waste

» Differentiate and innovate product offerings

» Improve well-being and safety

External communication to address increasing stakeholder

demand and preventing stakeholder disconnect
» Shareholders and investors

» Employees including recruitment

» Benchmarking against peers

Value protection, lower funding costs




External costs and challenges

Multiple reporting frameworks in different regions

» Some reporting frameworks very technical and extensive
Maturity usually not on par with financial information
» Extensive use of spreadsheets

» Less sophisticated internal control cycle

Relating sustainability performance to financial performance
and risks needs a different mindset




A proper C-suite dialogue along the different aspects of sustainability is a key
prerequisite to initiate effective embedding in the organisation

Prioritising features over others shall be accommodated by an internal dialogue on questions from stakeholders and a clear view on
requlatory deadlines

Chief Compliance Officer Product Management Chief Investment Officer  Head of Reporting

How do | know we will be
compliant with the EU
Action Plan (and all the
other standards)
requirements?

Chief Risk Officer

What are our key ESG
transition and physical risks
and can we mitigate them?

What is the financial
implication of climate
change and how do we
guantify our climate
exposure to risk?

Have we already
re-evaluated our existing
risk inventory based on
sustainability risks (e.qg.,
credit, market and
reputational risks)?

How will climate change and
other sustainability areas
affect the future of our
company and how can we
benefit from related
opportunities?

Chief Financial Officer

How do | build a business
case and transformation
program that delivers our
sustainability ambition?

How do | build an integrated
and efficient approach to
non-financial reporting for
both today's and
tomorrow's needs?

How to position our
products with regard to
negative impacts and
promoting ESG?

Chief Executive Officer

How do | create a
sustainability strategy and
ambition that delivers
competitive advantage and
creates and protects value
for stakeholders?

How do | understand all
stakeholders needs so that |
can deliver on their
expectations?

How do | incorporate ESG
into our investment

strategy and position for
the upside opportunities?

Head of Sustainability

How aligned are our
business activities with
external developments such
as the objectives of the
Paris Agreement or
industry initiatives? Will we
buy or make our ESG
research?

Are we aware of our ESG
rating and how we rank
among your peers? What
can we do about this?

What is my journey to net
zero (scope 1, 2 & 3)?

Will we implement TCFD
principles in reporting?

Will we communicate and
measure against a carbon
neutrality goal or ESG
footprint goals?

Chief Data Officer

Do we believe that the data
we have today will allow us
to manage our
sustainability risks in the
next five years?




Assurance Perspective



International Auditing and Assurance Standards Board (IAASB)

IAASB formed a Sustainability Information Disclosed About the Mechanism for Reporting (the
Assurance Consultation Group Topics Topics (the Resulting Subject Collation and Presentation of the
(SACG) to undertake (Underlying Subject Matter) Matter Information) Subject Matter Information)
information gathering and » Climate, including emissions » Depending on the criteria, » Integrated report
research activities related to: > Economic impacts, such as government information about the topics may |, systainability report
» Understanding the topics, assistgnce, tax strategy, anti-competitive relate to elements such as: » CSR Report
aspects about the topics, behaviour ang market prese.nce | » Governance | » ESG Report
mechanism for reporting, » Labour practices, such as diversity and » Strategy and business model » Annual report
and reporting standards egual gpportunity and training and » Risks and opportunities » Management commentary
underlylng.sustalnablllty/ seHiee Io.n . . > Risk management related to the financial
ESG reporting. » Human rights and community relations, or mitigation statemnents

. such as local community engagement, . .
» Understand the challenges in impact assessments and development » Innovation to address risks

performing assurance programs and opportunities

engagements on » Water and effluents, such as water » Metrics and key performance

sustainability/ESG reporting, consumption and water discharge indicators
and the urgency and priority » Targets
o Hhece dlialleneEs » Energy, such as type of energy
ges. and consumption » Internal control over
» |dentify and prioritise » Biodiversity, such as impacts on monito.ring gnd
possible actions the IAASB biodiversity or habitats protected and managing risk
should take in addressing restored » Scenario analysis
assurance on sustainability/ » Impact analysis, including

ESG reporting magnitude of impact




|AASB

SACG discussion points

Focal points of the Sustainability Assurance Consultation Group

Project proposal expected late 2022

Auditing Standards Project

Current guidance

» |SAE 3000 (Revised)
» |SAE 3410

» Extended External Reporting (EER) — provides guidance on non-financial
reporting about ESG matters

Project considerations

» Development of a new standard
» Additional non-authoritative guidance

Project challenges

» Speed to produce a standard
» Standard's scope is broad but yet appropriately specific
» |IAASB must act to avoid fragmentation

Address challenges in reporting

Matters under consideration

»

4

4

»

4

4

Suitability of criteria

Double materiality

Sufficiency of evidence

Achievement of limited and reasonable assurance

Use of experts

Acceptance and performance execution considerations

Address the most pressing challenges




Applying IFRS — Accounting for Climate Change

1
i

it all!

i', Applying IFRS
Accounting for
climate change

December 2021

=

Applying IFRS — Accounting for Climate Change

Fair value
measurement

Disclosure
requirements

Property,
plant and

Impact of equipment
climate

change on
financial
statements —
key areas

Impairment
of assets



https://www.ey.com/en_gl/ifrs-technical-resources/applying-ifrs-accounting-for-climate-change?mkt_tok=NTIwLVJYUC0wMDMAAAGBYmn3R4qI8tNBH7KGyi2EMuhD6GbwqO5LRU2xqqxtWZsYMVxwuaSvuxwr2Ag7zoZirbEvy1aQLGvXsOZGLaA

EY | Building a better working world

EY exists to build a better working world, helping to create long-term value
for clients, people and society and build trust in the capital markets.

Enabled by data and technology, diverse EY teams in over 150 countries
provide trust through assurance and help clients grow, transform and
operate.

Working across assurance, consulting, law, strateqgy, tax and transactions,
EY teams ask better questions to find new answers for the complex issues
facing our world today.

EY refers to the global organization, and may refer to one or more, of the
member firms of Ernst & Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK company limited by
guarantee, does not provide services to clients. Information about how EY
collects and uses personal data and a description of the rights individuals
have under data protection legislation are available via ey.com/privacy. EY
member firms do not practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.

About EY's International Financial Reporting Standards Group

A global set of accounting standards provides the global economy with one
measure to assess and compare the performance of companies. For
companies applying or transitioning to International Financial Reporting
Standards (IFRS), authoritative and timely guidance is essential as the
standards continue to change. The impact stretches beyond accounting and
reporting to the key business decisions you make. We have developed
extensive global resources — people and knowledge — to support our clients
applying IFRS and to help our client teams. Because we understand that you
need a tailored service as much as consistent methodologies, we work to
give you the benefit of our deep subject matter knowledge, our broad sector
experience and the latest insights from our work worldwide.

© 2022 EYGM Limited.
All Rights Reserved.

EYG no. 002976-22Gbl
UKC-023681 (UK) 06/22. Creative UK.

ED None

This material has been prepared for general informational purposes only and is not intended to
be relied upon as accounting, tax or other professional advice. Please refer to your advisors for
specific advice.

ey.com/
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