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Dear Mr Faber

IFRS SUSTAINABILITY DISCLOSURE STANDARDS

On behalf of the Australian Council of Superannuation Investors (ACSI), thank you for the opportunity to make a
submission in respect of:

o IFRS S1 General Requirement for Disclosure of Sustainability-related Financial Information (Draft IFRS S1)
e |FRS S2 Climate Related Disclosures (Draft IFRS $2)

(together, the Draft Standards).

Our responses to the specific questions in respect of Draft IFRS ST and Draft IFRS S2 are at attachments one and
two respectively, and our response to the Australian Accounting Standards Board is at attachment three.

About ACSI

Established in 2001, ACSI exists to provide a strong voice on financially material environmental, social and
governance (ESG) issues. Our members include Australian and international asset owners and institutional
investors with over $1trillion in funds under management.

Through research, engagement, advocacy and voting recommendations, ACSI supports members in exercising
active ownership to strengthen investment outcomes. Active ownership allows institutional investors to enhance
the long-term value of retirement savings entrusted to them to manage. ACSI members can achieve financial
outcomes for their beneficiaries through genuine and permanent improvements to the environment, social and
governance (ESG) practices of the companies in which they invest.

ACSI welcomes the creation of the ISSB and the Draft Standards

ACSI welcomes the creation of the ISSB and the Draft Standards. Our members are some of the largest investors
in Australia. They recognise that:

o ESG performance is financially material for long-term investors. However, the short-term outlook of
many in the investment system means that present market prices do not always capture these risks and
opportunities.

e Markets do not always operate in the interest of long-term investors and their beneficiaries. Fiduciary
investors have an opportunity and a responsibility to engage with policy makers to better align the
operation of the financial system with the interest of the beneficiaries.

As long-term investors, ACSI members need information on their investee companies’ sustainability risks and
opportunities, their approach to managing these risks and opportunities, including the relevant performance
metrics. Such information is used by investors in risk assessment, stewardship activity and investment decisions.
Given our members invest across global markets, there is a strong appetite for consistency and comparability in
the approach to disclosure. Therefore, we welcome the establishment of the ISSB and the development of Draft
Standards, and we are pleased to be able to provide our feedback. Our expertise is primarily in respect of
Australian listed equities, with focus on the ASX300, and our comments reflect that end of the market. We do
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however recognise that there can be instances where different approaches should be taken for unlisted entities
and those outside the top end of the market.

Overall, we welcome the Draft Standards, and our view is that they are sufficiently comprehensive, while
maintaining flexibility for organisations to disclose only on the issues that are material to them.

ACSI welcomes the harmonisation and the detailed and integrated approach.

Consistent with existing Australian requirements

The approach set out in the Draft Standards requiring disclosure of material information about sustainability risks
is consistent with existing requirements that apply to listed companies in Australia. In particular, a listed company
in Australia is required by the Corporations Act to include in its directors’ report information that shareholders
would reasonably require to make an informed assessment of the entity’'s operations, financial position, business
strategies and prospects for future financial years.!

Relevant regulatory guidance? effectively requires a company to disclose of material business risks, which
include environmental, social and governance (ESG) risks, where those risks could affect the entity's
achievement of its financial performance or outcomes, taking into account the nature and business of the
entity and its business strategy. Therefore, effectively listed companies have an existing requirement to discuss
material ESG risks in their annual disclosures.

Many companies already disclose material sustainability risks. In addition to fulfiling the legal requirements
outlined above, many companies also prepare additional disclosures, such as a sustainability report, or other
similar disclosures. ACSI has, since 2008, conducted research into the disclosure practices of ASX listed
companies in respect of ESG reporting. Our research shows that in 2021, 140 of the ASX200 companies were
rated 'detailed’ or ‘comprehensive’ discloserss, indicating that these companies are likely to be better placed
to disclose in accordance the Draft Standards.

Notwithstanding the existing requirements and practices in Australia, we welcome the framework proposed by
the ISSB as it aims to drive a more consistent, comparable and detailed approach to disclosure.

ACSI supports the materiality definition and recommends increased focus on the long-term

We support the definition of materiality proposed and the implicit statement that sustainability risks and
opportunities are financially material. We recommend that the Draft Standards should explicitly state this fact
and increase the references to long-term perspectives.

In the context of the materiality discussion, we caution against promoting a false distinction between investors
and the interests of other stakeholders. Over the long-term, where entities have effective and mutually
beneficial relationships with their stakeholders, they are more likely to be successful. This approach was very well
articulated by Justice Hayne in the Australian Financial Services Royal Commissions when he said:

The longer the period of reference, the more likely it is that the interests of shareholders, customers, employees and
all associated with any corporation will be seen as converging on the corporation’s continued long-term financial
advantage. And long-term financial advantage will more likely follow if the entity conducts its business according to
proper standards, treats its employees well and seeks to provide financial results to shareholders that, in the long run,
are better than other investments of broadly similar risk4.

Accordingly, we support the materiality definition proposed, however we recommend that the Draft Standards
promote sufficient consideration of sustainability risks that are present over the long-term. While Draft IFRS S1
does incorporate reference to the long-term, there is opportunity to strengthen the Standard in this respect. We
suggest that guidance be provided that encourages appropriate long-term approaches, specifies appropriate
time frames and that preparers clearly disclose how they interpret short, medium and longer-term time frames.

We recommend that differences between the term ‘significant’ and ‘material’ be clarified.

! Corporations Act (Cth) 2001 section 299A(1)

2 ASIC Regulatory Guide 247 paragraphs é61-64

3 ACSI ESG Reporting 2021 https://acsi.org.au/wp-content/uploads/2022/07/1 ACSI-ESG-Reporting-Trends-in-the-
ASX200-JUN22-.pdf

4 Justice Hayne in the Final Report of the Royal Commission into Misconduct in the Banking, Superannuation and
Financial Services Industry, February 2019 Volume 1 af page 403

ACSI 2 Research / Engage / Influence


https://acsi.org.au/wp-content/uploads/2022/07/1ACSI-ESG-Reporting-Trends-in-the-ASX200-JUN22-.pdf
https://acsi.org.au/wp-content/uploads/2022/07/1ACSI-ESG-Reporting-Trends-in-the-ASX200-JUN22-.pdf

Interaction with other sustainability standards

We are aware of comments from some across the market suggesting that Draft IFRS S1 is broadly drafted, with
concerns that it appears to require reporting entities to reference a wide variety of existing standards and
practises (such as the SASB Standards, the CDSB Framework application guidance and the sustainability related
risks and opportunities identified by entities that operate in the same industry or geography as set out paragraph
51) to identify risk.

Our view is that the Draft IFRS S1 is clear that reporting entities should apply judgement to identify material
sustainability related financial information and that entities do not need to provide a specific disclosure that
would otherwise be required by another Sustainability Disclosure Standard if the information is not material. This is
the case even if the Standard sets out specific requirements or describes them as minimum requirements. We
consider that it could be interpreted that Draft IFRS S1 merely references sources a reporting entity can refer to
in order to understand the types of risks it might consider for assessment. Nonetheless, we recommend that the
ISSB provide further clarification on this point.

ACSI supports clear statements on measurement uncertainty that provide comfort to entities in respect of
forward-looking statements.

With the growth and focus across the market on sustainability issues, there have also been concerns raised by
preparers in respect of forward-looking statements. Such concerns have been helpfully addressed in Australia
within existing regulatory guidance, which makes it clear that preparers are unlikely to be found liable for
misleading or deceptive forward-looking statements provided the statements are properly framed, they have a
reasonable basis (which includes good governance at board level to sign off the statements) and there is
ongoing compliance with disclosure obligations when circumstances change.

The statements in the Draft IFRS S1 on sources of estimation and outcome uncertainty (paragraphs 79-83) are
consistent with the Australian regulatory guidance in this respect, as those sections in the Draft Standard outline
the use of reasonable estimates and require disclosure of the sources and nature of estimation uncertainty.
Paragraph 83 also requires disclosure of information about the assumptions a preparer makes about the future
as well as disclosure of sources of significant uncertainty, where there is significant outcome uncertainty. Our
view is that this is consistent with the Australian approach that requires proper framing of forward-looking
statements so that they are not considered to be misleading. It makes sense that when considering whether a
statement is misleading that the statement be considered in its entirety. Disclosures that are properly framed,
with relevant and clear qualifications, and methodology outlined, so as to fully inform the reader of material
information, significantly reduce the risk of being found misleading. They are capable of being supported with a
reasonable basis, when considered in their entirety, and there are many relevant examples across the market.
We therefore support the statements in Draft IFRS S1 that encourages disclosure on estimation and outcome
uncertainty.

Together these provisions appropriately balance investors’ needs for appropriate disclosure of material
sustainability risks (for which preparers should remain accountable), with the inherent uncertainty of forward-
looking information. In this respect, this reflects existing practice, with many Australian listed companies currently
making and managing such forward-looking statements in disclosures such as TCFD reports and other climate
change-related reporting. In the context of financial reporting, many organisations currently rely on forward
looking assumptions when considering asset valuations or provisioning.

Our view is that a safe harbour for disclosures made under the Draft Standards is not necessary or appropriate.
As outlined above, there are sufficient protections where disclosures are appropriately framed and have a
reasonable basis. Investors need comfort that there is appropriate accountability for disclosures that are made.
Nonetheless, investors do not expect preparers to predict the unpredictable, but instead make realistic and
properly articulated disclosures that have a reasonable basis. Additional regulatory guidance on what
constitutes a reasonable basis, or examples of appropriate framing may be helpful. In addition, appropriate
fransition time frames would support those preparers that are not already making such disclosures to put in
place systems and processes to support their disclosures.

ACSI recommends adoption of the Standards in Australia

Current examples of good practice within listed companies in Australia provide a sound basis for adoption of
the Draft Standards. Nonetheless, there will need to be appropriate tfransition arrangements for those areas of
the market that are less mature, or to allow service providers (such as auditors) to scale up expertise to match
expected demand. Accordingly, ACSI recommends a phase in period of two to three years to develop the
systems and expertise necessary. We also recommend that any fransition arrangements encourage consistent
improvement across the market, such that where companies have existing good practice, they are
encouraged to continue to progress. Furthermore, as outlined above, our view is that a safe harbour is
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unnecessary (whether transitional or otherwise), instead transition periods will allow entities to appropriately
prepare for adoption of the Draft Standards.

| trust our comments are of assistance. Please contact me or Kate Griffiths, (kgriffiths@acsi.org.au), should you
require any further information.

Yours faithfully

Louise Davidson AM
Chief Executive Officer
Australian Council of Superannuation Investors
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Attachment One: Specific comments on Draft IFRS $1 General Requirements Standard

Question 1 Overall approach

We agree that Draft IFRS S1 states that an entity would be required to identify and disclose material
information about sustainability related risks and opportunities. Our view is that the Exposure Draft limits this
requirement to material risks, for example in paragraph 60. There is opportunity to further clarify that the
identification and disclosure requirement relates to material sustainability risks, and that the assessment of
materiality should consider short, medium and long-term.

In addition, the meaning of the term ‘significant’ when used in this context should be clarified and
consideration be given to focus on ‘material’ instead.

Question 2 Objective

Our view is that the objective is clear.

Question 3 Scope

No comment.

Question 4 Core Content

We agree with the proposed requirement to disclose in relation to Governance, Strategy, Risk
Management and Metrics and Targets. We agree with the recommendation that where relevant,
preparers consolidate the disclosures in respect of different risks. We do however recommend that further
emphasis on sustainability related opportunities (in addition to risks) be included in the Standard.

There is opportunity to require further disclosure on governance, including the related skills and
competencies of the relevant governing body.

Question 5 Reporting

We support consistency across financial statements and sustainability reporting. Accordingly, we agree
with the proposed requirement to identify the related financial statements, which is important for investors
to be able to assess the entity’s approach and whether it is appropriately infegrated.

Question 6 Connected Information
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We recognise that the connectivity of issues is a challenging area. However, sustainability issues are
financial in nature and cannot logically be separated from financial reporting, just as sustainability issues
cannot be neatly isolated from each other. Rather they are inferconnected. Therefore, it makes sense to
consider and disclose the inferdependencies. Preparers may benefit from guidance that outlines how to
consider the connectivity of the issues.

In addition, we agree that connections between sustainability related risks and opportunities and financial
statements should be identified. Investors are keen to understand companies’ approaches to managing
the risks and associated modelling, for example the use of a shadow carbon price in capital allocation
decisions, or assumptions underpinning asset valuations. Such information provides insight to investors on
how a company is taking the risks into account in executing its strategy.

Question 7 Fair presentation

We agree that preparers can look to other standard setfting bodies and entities operating in the same
industries or geographies to identify issues that may represent significant sustainability risks for them.
However, it is reasonable to expect that many sophisticated preparers will have the clearest view on the
sustainability related risks that affect their businesses, so we suggest that this be clearly framed as guidance
- rather than arequirement to refer to the different standards.

Question 8 Materiality

Our views on materiality are set out in our overarching comments above. In particular, we caution against
promoting a false distinction between investors and the interests of other stakeholders. Our view is that over the
long-term, where entities have effective and mutually beneficial relationships with their stakeholders, they are
more likely to be successful. We support the definition of materiality proposed, however the use of the term
‘significant’ is creating confusion in the market and should be clarified. Our view is that the references to long-
term perspectives in the Draft Standards should be increased.

Question 9 Frequency of Reporting

Reporting sustainability related financial disclosures at the same time as financial statements and for the
same reporting period promotes connectedness between the two. Appropriate transition periods for those
entities not generally currently reporting could assist in planning to address any transitional workload
constraints.

Question 10 Location of Information
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While ideally to promote comparability, information would be presented by different preparers in a similar
manner, we recognise that this is not possible and that different jurisdictional requirements may mandate
that information be disclosed in a particular location within the report. Accordingly, we support the
flexibility on location of disclosures, although suggest that preparers use cross referencing, or other
techniques to support users in locating disclosures. Further, we support the comments on integrated
disclosures and avoiding duplication, where possible.

Question 11 Comparative Information, sources of estimation and outcome uncertainty, and errors

As set out above, we agree that sustainability related disclosures should be consistent with corresponding
financial data. Our views on the measurement uncertainty provisions are set out in our infroductory
comments above —in particular, we support the provisions on the basis that there is an appropriate
balance between investors’ needs for disclosure of material sustainability risks, for which preparers must remain
accountable, with the inherent uncertainty of forward-looking information. This balance is best achieved by
relevant guidance as to appropriate qualifiers that accompany disclosures, as well as guidance on what forms
a reasonable basis for disclosures.

Where an entity has a better measure of a metric reported in the prior year, it should disclose the change, the
reasons for the change and any other information to assist investor understanding. It may not be practical to
adjust historic reporting, for example, to reflect updates in data collection, however disclosures should explain
the reasons why, and provide narrative disclosure on the range of potential consequences.

Question 12 Statement of compliance

Where an entity uses the relief proposed, it should clearly state the basis for that relief — that is, the specific
reason and the law that prevents disclosure. Concern on forward looking statements and continuous disclosure
obligations should not be considered an acceptable basis for lack of disclosure, given the measurement
uncertainty provisions in the Draft Standard, and relevant regulatory guidance in Australia.

Question 13 Effective date

Our view on the effective date and tfransition periods are set out above. In particular, current examples of
good practice within listed companies in Australia provide a sound basis for adoption of the Draft
Standards. Nonetheless, there are good arguments to adopt a scaled approach, with the less mature end
of the market given a longer period for transition. In addition, it is appropriate to provide a transition
period that allows for a scale up of expertise to match expected demand. Accordingly, ACSI
recommends a phase in period of two to three years to develop the systems and expertise necessary. Any
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fransition periods should however encourage those already reporting to continue, and transition
arrangements only to support compliance with the Draft Standards. Furthermore, as outlined above, our
view is that a safe harbour is unnecessary (whether transitional or otherwise), instead transition periods will
allow entities to appropriately prepare for adoption of the Draft Standards.

Question 14 Global Baseline

Our view is that a global baseline is appropriate. Our view is that over the long-term, where entities have
effective and mutually beneficial relationships with their stakeholders, they are more likely to be successful.
Therefore, while a preparer may have stakeholders that do not represent material sustainability risks to the
organisation, this assessment should be undertaken with a long-term view.

Question 15 - Digital Reporting

No comment.

Question 16 Costs, benefits and likely effects

Our view is that the costs of not adopting the global baseline should be considered (when considering the costs
of adoption). Good disclosure increases investor confidence and promotes open markets that reflect the cost
of risk, and arguably therefore can be expected to lower the cost of capital. In addition, adoption of a global
baseline will reduce the risk of market fragmentation and encourage those companies at the less mature end of
the market to improve both their practices and disclosures, leading to more sustainable outcomes over the
long-term.

Question 17 - Other comments

No comment.
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Attachment Two: Specific comments on the Climate Disclosure Standard

Question 1 Objective of the Exposure Draft

Our view is that the objective is clear and the disclosure requirements set out in the Exposure Draft would
assist investors in understanding exposure to climate related risks and opportunities.

Question 2 Governance

We agree that the disclosure requirements are consistent with the Taskforce for Climate-related Financial
Disclosures (TCFD). The TCFD is generally accepted as a preferred framework for disclosure, and entities
have been encouraged to use the TCFD by both regulators and investors>. ACSI research has found that
the TCFD has been adopted by 103 entities across the ASX200¢, which will support those entities to be well
placed for the implementation of Draft IFRS S2.

We recommend the required disclosure in respect of governance also address how the board’s skills and
experience align with the entity’s risk profile and strategy, in respect of sustainability risks and opportunities.

Question 3 Identification of climate related risks and opportunities

Our view is that the requirements could be improved with better clarification on the term ‘significant’ and any
difference infended between ‘significant’ and ‘material’. In addition, the Standard should provide guidance on
applicable fime horizons and require preparers to disclose what they consider to be short, medium and longer-
term.

The aims of using industry-based requirements to drive consistency and comparability are sound. However,
there would be benefit in additional consultation and further guidance on how the relevant industry standards
will apply, both across jurisdictions and where, for example, an entity straddles sectors. Additional consultation
may also identify gaps in the applicable sectors.

Question 4 Concentrations of climate related risks and opportunities in an entity’s value chain

We agree that disclosure requirements on the effects of significant climate-related risks and opportunities on an
entity’s business model and value chain are relevant to an entity’s enterprise value.

Our view is that a mix of qualitative and quantitative disclosure is generally the most useful for investors. There

5 ASIC Regulatory Guide 247 Paragraph 66 and ASX Corporate Governance Council's Corporate Governance
Principles and Recommendations Recommendation 7.4

6 ACSI's 2022 research, Promises, pathways & performance. Climate change disclosure in the ASX200 which will
be released in mid-July 2022 at https://acsi.org.au/research-reports/
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are of course, measurement challenges with respect to some (not all) metrics, however where organisations are
using quantitative indicators internally, they should consider whether those indicators are material information
relevant to an investor’'s understanding of the risks and opportunities (and therefore should be disclosed, with
qudlification or explanation where necessary).

Where there is measurement uncertainty, such uncertainty can be disclosed, so that investors have the
opportunity to attribute appropriate weight to the information. The Draft Stfandard should also make allowance
for future developments in quantitative measurement.

Question 5 Transition and Carbon Offsets

We agree that where material, transition plans should be disclosed. Allowing investors to understand and assess
transition plans will help unlock private capital to fund transitions where investors take the view that the transition
plan is sound. We support the inclusion of information in relation to workforce adjustments, and recommend that
further clarity be provided on appropriate disclosures, as investors are increasingly considering equitable
transitions when considering climate related risk.

Currently, there is significant reliance on offsets as part of the shift to a low carbon economy. While there are
well-respected principles for the use of offsets?, the market has some way to go to understanding and
implementing credible use of offsets consistently. It is widely recognised that the credibility of offsets is an issue.
As set out in the Oxford Principles, offsetting, if not done well, can result in greenwashing and create negative
unintended impacts for people and the environment.

Accordingly, we support the disclosure requirements in respect of offsets, as investors need to better understand
this key (and at times necessary) aspect of many corporate fransition plans.

Question 6 Current and anticipated effects

Our view is that a mix of qualitative and quantitative disclosure is generally the most useful for investors.
Quantitative information is useful for investors, along with qualitative information that interprets and provides
context. In this sense, the proposals are similar to existing financial reporting, where management explanation
and notes are provided to assist with understanding of quantitative information.

The proposal to disclose the financial effects of climate-related risks and opportunities on an entity’s financial
performance, financial position and cash flows for the reporting period makes sense. This would allow an
investor to understand how an entity is, for example, using a shadow carbon price or how the anticipated
effects of climate change are incorporated into assumptions underpinning asset valuations, how risks are
integrated into capital allocation decisions and where technology solutions are required, whether there is

7 See, for example, the Oxford Principles for Net Zero Aligned Offsetting .
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investment in corresponding research and development.

Over the medium and longer term, we agree that it is appropriate to allow for a range in respect of quantitative
information or qualitative information where quantitative information is not available. Further guidance may be
appropriate to support useful disclosures, that appropriately reflect uncertainty. Guidance should reflect that
where companies have internal metrics available, they should consider whether those metrics constitute
material information for investors to understand the risks and opportunities.

Question 7 Climate resilience

Scenario analysis is an important tool for understanding a company’s resilience to low carbon scenarios by
highlighting key potential risks and opportunities such as how the company might absorb impacts from changes
in demand, or address increased carbon costs. Across the ASX200, an increasing number of entities are using
scenario analysis to assess how low carbon and high warming scenarios might affect business operationss.
Companies are also refining and retesting their business against emerging scenarios, with some companies
updating their scenario analysis every few years to reassess and recalibrate targets and strategy based on the
new findings.

Accompanying disclosures include quantitative outcomes (net present value or cash flow assessment). We
support the provision of quantitative information on the financial impact low carbon scenarios have on business
models, and the drivers behind it, to support investor understanding of how the company’s core and growth
businesses might be affected, both negatively and positively. We do however recognise that scenario analysis is
not a prediction of future events, but testing against possible futures, and should be disclosed as such.
Therefore, disclosures should be appropriately framed, and accompanied by relevant context that explains the
scenario analysis process and purpose, so that the disclosure are not confused with forward looking predictions.

While we recognise the data challenges and the potential costs at the smaller end of the market, our view is
that scenario analysis should be supported. Therefore, for listed companies, we support disclosure of reasons
why an entity may be unable to conduct scenario analysis. We also note the materiality overlay should operate
to mean that organisations are conducting analysis on the issues of most importance to their strategy and
business model.

Question 8 Risk Management

8 In 2021, the number of companies having completed scenario analysis was almost half the ASX200 index at 88 companies,
nearly 5 times the number of companies in 2018. Source: ACSI's 2022 research, Promises, pathways &

performance. Climate change disclosure in the ASX200 which will be released in mid-July 2022 at
https://acsi.org.au/research-reports/
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We support the proposed disclosure requirements, on the basis that they will support investors' understanding of
the process used to assess risk, which will allow investors to assess how robust those processes are, and in furn,
the reliability of the accompanying disclosures.

Question 9 Cross-industry metric categories and greenhouse gas emissions

We support the cross-industry metrics proposed. We recognise the challenges involved with scope 3 reporting.
We also agree with the statement in question 9 that despite the challenges, scope 3 reporting is becoming
more common, with improved quality. ACSI has found 27 companies disclosing scope 3 targets and milestones
across the ASX200 and 93 of the ASX200 reporting their Scope 3 emissions?. This reflects the growing consensus
that Scope 3 emissions represent significant market risk, with products and services that may be impacted by
the transition to a low-carbon economy.

The Draft Standard provides entities with the option to disclose emissions intensity expressed as metric tonnes of
CO2 equivalent per unit of physical or economic output. This risks decreasing comparability of emissions infensity
figures reported across entifies, increasing the cost and complexity for investors in aggregating this data at
portfolio-level. Therefore, entities should be recommended to disclose emissions intensity in terms of meftric
tonnes of CO2 equivalent per unit of total revenue and per unit of production.

Our view is that well-framed disclosure will acknowledge and detail the challenges and explain the
methodologies and assumptions adopted to allow investors to understand and take into account any
measurement uncertainty. Nonetheless, we acknowledge that a transition time period may be appropriate,
particularly for entities at the smaller end of the market or with particularly complex financed emissions.

We do not support calls for a safe harbour (for scope 3 or other disclosures) as it would not appropriately
balance accountability for disclosures. Uncertainty can instead be reflected in the form of the disclosure.

Question 10 Targets

We support references to the latest international agreement on climate change and the references to the Paris
Agreement.

? ACSI's 2022 research, Promises, pathways & performance. Climate change disclosure in the ASX200 which will
be released in mid-July 2022 at https://acsi.org.au/research-reports/
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However, given the Paris Agreement references limiting warming to both ‘well below 2 degrees’ and to ‘1.5
degrees’, our view is that preparers should be clear which of these aims they are referring to when making their
disclosures. Such disclosure is particularly important in light of the IPCC's Sixth Assessment report on climate
change impacts, adaptation and vulnerability© which highlights the significance of physical climate-related
impacts where emissions reduction targets are not sufficiently ambitious, including the effects of widespread
droughts, extreme heatwaves and catastrophic flooding.

Question 11 Industry based requirements

Do you agree with the approach taken to revising the SASB Standards to improve the international
applicability, including that it will enable entitfies to apply the requirements regardless of jurisdiction without
reducing the clarity of the guidance or substantively altering its meaning?

Do you agree with the proposed amendments that are infended to improve the international applicability
of a subset of industry disclosure requirements?e

Do you agree that the proposed amendments will enable an entity that has used the relevant SASB
Standards in prior periods to continue to provide information consistent with the equivalent disclosures in
prior periods?

Do you agree with the proposed industry-based disclosure requirements for financed and facilitated
emissions, or would the cross-industry requirement to disclose Scope 3 emissions (which includes Category
15: Investments) facilitate adequate disclosure?

Do you agree with the industries classified as ‘carbon-related’ in the proposals for commercial banks and
insurance entities? Why or why note Are there other industries you would include in this classificatione

Do you agree with the proposed requirement to disclose both absolute- and intensity-based financed
emissionse

Do you agree with the proposals to require disclosure of the methodology used to calculate financed
emissions?e

Do you agree that an entity be required to use the GHG Protocol Corporate Value Chain (Scope 3)
Accounting and Reporting Standard to provide the proposed disclosures on financed emissions without
the ISSB prescribing a more specific methodology (such as that of the Partnership for Carbon Accounting
Financials (PCAF) Global GHG Accounting & Reporting Standard for the Financial Industry) 2 If you don't
agree, what methodology would you suggest and why?2

In the proposal for entities in the asset management and custody activities industry, does the disclosure of
financed emissions associated with total assefs under management provide useful information for the
assessment of the entity's indirect transition risk exposure?

Do you agree with the proposed industry-based requirements?2

Are there any additional industry-based requirements that address climate-related risks and opportunities

that are necessary to enable users of general purpose financial reporting to assess enterprise value (or are
some proposed that are not)? If so, please describe those disclosures and explain why they are or are not
necessary.

In noting that the industry classifications are used to establish the applicability of the industry-based
disclosure requirements, do you have any comments or suggestions on the industry descriptions that define
the activities to which the requirements will apply?

We support the principle that industry-based classifications can support consistency and comparability
across disclosures. However, while many across the market agree with this principle, we are aware of
differing views on the applicability of the proposed classifications, on a global basis. We suggest that the
industry-based classifications be considered for further consultation.

Question 12 Costs, benefits and likely effects

Do you have any comments on the likely benefits of implementing the proposals and the likely costs of
implementing them that the ISSB should consider in analysing the likely effects of these proposalse

10 |IPCC, sixth assessment report https://www.ipcc.ch/report/aré/wg2/

JAN
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Our view is that the costs of not adopting the global baseline should be considered (when considering the costs
of adoption). Good disclosure increases investor confidence and promotes open markets that reflect the cost
of risk, and arguably therefore can be expected to lower the cost of capital. In addition, adoption of a global
baseline will reduce the risk of market fragmentation and encourage those companies at the less mature end of
the market to improve both their practices and disclosures, leading to more sustainable outcomes over the
long-term.

Question 13 Verifiability and enforceability

Given the provisions generally encourage a mix of quantitative and qualitative disclosure, our view is that
disclosures can be appropriately framed such as to be verifiable. Where there is significant measurement
uncertainty, where such uncertainty is clearly disclosed, the evidence for verification can reflect the uncertainty
disclosed.

Question 14 Effective date

Our view is that a transition period will be appropriate, in particular for the less developed end of the market.
Where climate risks are material, there is effectively an existing disclosure requirement in Australia for listed
companies. Therefore, many of listed entities will already be reporting (including under the TCFD) and can
reasonably be expected to fransition to reporting under DRAFT IFRS S2 more quickly. Accordingly, our view is
that the length of the transition period should take info account market and sector maturity, and encourage
those already reporting to contfinue to progress to compliance with DRAFT IFRS S2. With these principles in mind,
a transition period of 2-3 years is reasonable, to allow appropriate expertise (both reporting and audit) to
develop.

Question 15 Digital Reporting

No comment.

Question 16 Global Baseline

No comments.
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Attachment One
15 July 2022

Nikole Gyles
Technical Director
Australian Accounting Standards Board

Email: standard@aasb.gov.au

Dear Ms Gyles
IFRS SUSTAINABILITY DISCLOSURE STANDARDS

On behalf of the Australian Council of Superannuation Investors (ACSI), thank you for the opportunity to make a
submission in respect of:

e IFRS S1 General Requirement for Disclosure of Sustainability-related Financial InNformation (Draft IFRS $1)
e IFRS S2 Climate Related Disclosures (Draft IFRS $2)

(together, the Draft Standards).

Our responses to the AASB's specific questions are at attachment one and a draft submission to the
International Sustainability Standards Board is at attachment 2.

About ACSI

Established in 2001, ACSI exists to provide a strong voice on financially material environmental, social and
governance (ESG) issues. Our members include Australian and international asset owners and institutional
investors with over $1trillion in funds under management.

Through research, engagement, advocacy and voting recommendations, ACSI supports members in exercising
active ownership to strengthen investment outcomes. Active ownership allows institutional investors to enhance
the long-term value of retirement savings entrusted to them to manage. ACSI members can achieve financial
outcomes for their beneficiaries through genuine and permanent improvements to the environment, social and
governance (ESG) practices of the companies in which they invest.

ACSI welcomes the creation of the ISSB and the Draft Standards

ACSI welcomes the creation of the ISSB and the Draft Standards. Our members are some of the largest investors
in Australia. They recognise that:

o ESG performance is financially material for long-term investors. However, the short-ferm outlook of
many in the investment system means that present market prices do not always capture these risks and
opportunities.

e Markets do not always operate in the interest of long-term investors and their beneficiaries. Fiduciary
investors have an opportunity and a responsibility to engage with policy makers to better align the
operation of the financial system with the interest of the beneficiaries.

As long-term investors, ACSI members need information on their investee companies’' sustainability risks and
opportunities, and their approach to managing these risks and opportunities, including the relevant
performance metrics. Such information is used by investors in risk assessment, stewardship activity and
investment decisions. Given our members invest across global markets, there is a strong appetite for consistency
and comparability in the approach to disclosure. Therefore, we welcome the establishment of the ISSB and the
development of Draft Standards, and we are pleased to be able to provide our feedback. Our expertise is
primarily in respect of Australian listed equities, with focus on the ASX300, and our comments reflect that end of
the market. We do however recognise that there can be instances where different approaches should be
taken for unlisted entities and those outside the top end of the market.

Overall, we welcome the Draft Standards, and our view is that they are sufficiently comprehensive, while
maintaining flexibility for organisations to disclose only on the issues that are material fo them.
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ACSI welcomes the harmonisation and the detailed and integrated approach.

Consistent with existing Australian requirements

The approach set out in the Draft Standards requiring disclosure of material information about sustainability risks
is consistent with existing requirements that apply to listed companies in Australia. In particular, a listed company
in Australia is required by the Corporations Act to include in its directors’ report information that shareholders
would reasonably require to make an informed assessment of the entity’'s operations, financial position, business
strategies and prospects for future financial years.

Relevant regulatory guidance? effectively requires a company to disclose material business risks, which include
environmental, social and governance (ESG) risks, where those risks could affect the entity’s achievement of its
financial performance or outcomes, taking info account the nature and business of the entity and its business
strategy. Therefore, effectively listed companies have an existing requirement to discuss material ESG risks in
their annual disclosures.

Many companies already disclose material sustainability risks. In addition to fulfiling the legal requirements
outlined above, many companies also prepare additional disclosures, such as a sustainability report, or other
similar disclosures. ACSI has, since 2008, conducted research into the disclosure practices of ASX listed
companies in respect of ESG reporting. Our research shows that in 2021, 140 of the ASX200 companies were
rated 'detailed’ or ‘comprehensive’ disclosers'3, indicating that these companies are likely to be better placed
to disclose in accordance the Draft Standards.

Notwithstanding the existing requirements and practices in Australia, we welcome the framework proposed by
the ISSB as it aims to drive a more consistent, comparable and detailed approach to disclosure.

ACSI supports the materiality definition and recommends increased focus on the long-term

We support the definition of materiality proposed and the implicit statement that sustainability risks and
opyportunities are financially material. We recommend that the Draft Standards should explicitly state this fact
and increase the references to long-term perspectives.

In the context of the materiality discussion, we caution against promoting a false distinction between investors
and the interests of other stakeholders. Over the long-term, where entities have effective and mutually
beneficial relationships with their stakeholders, they are more likely to be successful. This approach was very well
articulated by Justice Hayne in the Australian Financial Services Royal Commissions when he said:

The longer the period of reference, the more likely it is that the interests of shareholders, customers, employees and
all associated with any corporation will be seen as converging on the corporation’s contfinued long-term financial
advantage. And long-term financial advantage will more likely follow if the entity conducts its business according to
proper standards, treats its employees well and seeks to provide financial results to shareholders that, in the long run,
are better than other investments of broadly similar risk 4.

Accordingly, we support the materiality definition proposed, however we recommend that the Draft Standards
promote sufficient consideration of sustainability risks that are present over the long-term. While Draft IFRS S1
does incorporate reference to the long-term, there is opportunity to strengthen the Standard in this respect. We
suggest that guidance be provided that encourages appropriate long-term approaches, specifies appropriate
time frames and requires preparers to clearly disclose how they interpret short, medium and longer-term time
frames.

We recommend that differences between the term ‘significant’ and ‘material’ be clarified.

Interaction with other sustainability standards

We are aware of comments from some across the market suggesting that Draft IFRS S1 is broadly drafted, with
concerns that it appears to require reporting entities to reference a wide variety of existing standards and
practises (such as the SASB Standards, the CDSB Framework application guidance and the sustainability related
risks and opportunities identified by entities that operate in the same industry or geography as set out paragraph

" Corporations Act (Cth) 2001 section 299A(1)

12 ASIC Regulatory Guide 247 paragraphs é61-64

13 ACSI ESG Reporting 2021 https://acsi.org.au/wp-content/uploads/2022/07/1 ACSI-ESG-Reporting-Trends-in-the-
ASX200-JUN22-.pdf

14 Justice Hayne in the Final Report of the Royal Commission info Misconduct in the Banking, Superannuation
and Financial Services Industry, February 2019 Volume 1 at page 403
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51) to identify risk.

Our view is that the Draft IFRS S1 is clear that reporting entities should apply judgement to identify material
sustainability related financial information and that entities do not need to provide a specific disclosure that
would otherwise be required by another Sustainability Disclosure Standard if the information is not material. This is
the case even if the Standard sets out specific requirements or describes them as minimum requirements. We
consider that it could be interpreted that Draft IFRS S1 merely references sources a reporting entity can refer to
in order to understand the types of risks it might consider for assessment. Nonetheless, we recommend that the
ISSB provide further clarification on this point.

ACSI supports clear statements on measurement uncertainty that provide comfort to entities in respect of
forward-looking statements.

With the growth and focus across the market on sustainability issues, there have also been concerns raised by
preparers in respect of forward-looking statements. Such concerns have been helpfully addressed in Australia
within existing regulatory guidance, which makes it clear that preparers are unlikely to be found liable for
misleading or deceptive forward-looking statements provided the statements are properly framed, they have a
reasonable basis (which includes good governance at board level to sign off the statements) and there is
ongoing compliance with disclosure obligations when circumstances change.

The statements in the Draft IFRS S1 on sources of estimation and outcome uncertainty (paragraphs 79-83) are
consistent with the Australian regulatory guidance in this respect, as those sections in the Draft Standard outline
the use of reasonable estimates and require disclosure of the sources and nature of estimation uncertainty.
Paragraph 83 also requires disclosure of information about the assumptions a preparer makes about the future
as well as disclosure of sources of significant uncertainty, where there is significant outcome uncertainty. Our
view is that this is consistent with the Australian approach that requires proper framing of forward-looking
statements so that they are not considered to be misleading. It makes sense that when considering whether a
statement is misleading that the statement be considered in its entirety. Disclosures that are properly framed,
with relevant and clear qualifications and methodology outlined, so as to fully inform the reader of material
information, significantly reduce the risk of being found misleading. They are capable of being supported with a
reasonable basis, when considered in their entirety, and there are many relevant examples across the market.
We therefore support the statements in Draft IFRS S1 that encourages disclosure on estimation and outcome
uncertainty.

Together these provisions appropriately balance investors’ needs for appropriate disclosure of material
sustainability risks (for which preparers should remain accountable), with the inherent uncertainty of forward-
looking information. In this respect, this reflects existing practice, with many Australian listed companies currently
making and managing such forward-looking statements in disclosures such as TCFD reports and other climate
change-related reporting. In the context of financial reporting, many organisations currently rely on forward
looking assumptions when considering asset valuations or provisioning.

Our view is that a safe harbour for disclosures made under the Draft Standards is not necessary or appropriate.
As outlined above, there are sufficient protections where disclosures are appropriately framed and have a
reasonable basis. Investors need comfort that there is appropriate accountability for disclosures that are made.
Nonetheless, investors do not expect preparers to predict the unpredictable, but instead make realistic and
properly articulated disclosures that have a reasonable basis. Additional regulatory guidance on what
constitutes a reasonable basis, or examples of appropriate framing may be helpful. In addition, appropriate
fransition time frames would support those preparers that are not already making such disclosures to put in
place systems and processes to support their disclosures.

ACSI recommends adoption of the Standards in Australia

Current examples of good practice within listed companies in Australia provide a sound basis for adoption of
the Draft Standards. Nonetheless, there will need to be appropriate fransition arrangements for those areas of
the market that are less mature, or to allow service providers (such as auditors) to scale up expertise to match
expected demand. Accordingly, ACSI recommends a phase in period of two to three years to develop the
systems and expertise necessary. We also recommend that any fransition arrangements encourage consistent
improvement across the market, such that where companies have existing good practice, they are
encouraged to continue to progress. Furthermore, as outlined above, our view is that a safe harbour is
unnecessary (whether fransitional or otherwise), instead transition periods will allow entities to appropriately
prepare for adoption of the Draft Standards.

AN
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ACSI

| trust our comments are of assistance. Please contact me or Kate Griffiths, (kgriffiths@acsi.org.au), should you

require any further information.

Yours faithfully

Louise Davidson AM
Chief Executive Officer
Australian Council of Superannuation Investors
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Attachment One - AASB specific matters for comment

Part A: Matters for comment relating to specific proposals in Exposure Draft on [Draft] IFRS S1

We support the definition of materiality proposed and the implicit statement that sustainability risks and
opportunities are financially material. Our view is that the Standards should explicitly state this fact, and also
increase the reference to long-term perspectives. Our view is that over the long term, an entity’s enterprise
value is inextricably linked with its management of sustainability risks and opportunities.

In the context of the materiality discussion, we caution against promoting a false distinction between investors
and the interests of other stakeholders. Our view is that over the long-term, where entities have effective and
mutually beneficial relationships with their stakeholders, they are more likely to be successful. Accordingly, we
support the materiality definition proposed, however we recommend that the Standard promote sufficient
consideration of sustainability risks that are present over the long-term. While the draft Standard does
incorporate reference to the long-term, there is opporfunity to strengthen the Standard in this respect.

In addition, our view is that the ISSB should clarify the meaning of the term ‘significant’ when used in this
context and consideration be given to focus on ‘material’ instead.

Part B: Matters for comment relating to specific proposals in Exposure Draft on [Draft] IFRS $2

We recognise the challenges involved with Scope 3 reporting. We also agree with the statement in question 9
that despite the challenges, scope 3 reporting is becoming more common, with improved quality, with ACSI
finding 27 companies disclosing scope 3 targets and milestones across the ASX200 and 93 of the ASX200
reporting their Scope 3 emissions's. This reflects the growing consensus that Scope 3 emissions represent
significant market risk, with products and services that may be impacted by the transition to a low-carbon
economy. Our view is that well-framed disclosure will acknowledge and detail the challenges and explain the
methodologies used, to allow investors to understand and take into account measurement uncertainty.
Nonetheless, we acknowledge that a transition period may be appropriate here, particularly for entities at the
smaller end of the market or with particularly complex financed emissions.

Given the aims of global comparability, our view is that disclosures under the differing regimes should be
reconciled in a manner that is efficient for preparers, while providing the information required by investors. This
may involve disclosure of a reconciliation between the regimes, or even harmonisation across the regimes.

We support the principle that industry-based classifications can support consistency and comparability
across disclosures. However, while many across the market agree with this principle, we are aware of
differing views on the applicability, on a global basis, of the proposed classifications and consider that the
industry-based classifications be considered for further consultation.

15 ACSI's 2022 research, Promises, pathways & performance. Climate change disclosure in the ASX200 which will
be released in mid-July 2022 at https://acsi.org.au/research-reports/

AN
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We note the particular relevance of a just and equitable fransition in the Australian economy, and therefore
support the provisions requiring disclosure on workforce adjustments in the context of transition planning.

Part C: Matters for comment relating to both Exposure Drafts on [Draft] IFRS $1 and [Draft] IFRS S2

Our expertise is in respect of large, listed companies and we recognise that it can be appropriate that
implementation differs across the market, with a longer transition period at the smaller end of the market.
However, the principle that all entities will have some sustainability risks that could affect their enterprise value
and therefore be the subject of disclosure should be maintained. Our view is that the materiality threshold
should operate such that there is no requirement to provide relief for some proposals — that is where the risk is
material such as to require disclosure, then the disclosure should be fulsome, including Scope 3 disclosures and
scenario analysis.

We also recommend that any transition arrangements encourage consistent improvement, such that where
companies have existing good practice, they are encouraged to continue to progress.

Our view is that the existing regulatory environment in Australia could support adoption of the Standards in their
current form.

While we are aware of concerns in relation to forward looking statements, given that many listed companies
are already disclosing information similar to that required by Draft IFRS S1 and Draft IFRS S2, our view is that risk of
publishing misleading forward looking (or other) statements is manageable with good practice disclosure.

Concern on forward looking statements and continuous disclosure obligations should not be an issue that
prevents disclosure as many companies in Australia are already making relevant disclosures. We accept that
risk arises where the statements are not appropriately framed, or there is no reasonable basis for disclosures,
however these are both within the control of the preparer. Therefore, the most appropriate way for preparers to
mitigate risk of making misleading statements is to appropriately frame disclosures (including outlining
assumptions, limitations, methodologies etc), and ensure there is a reasonable basis for the disclosures.

We reject the assertion that in cases where there is measurement uncertainty, a preparer would have to
acknowledge that a forward-looking statement does not have a reasonable basis. It is reasonable to consider
that when assessing what is a reasonable basis, a disclosure would be read in its entirety, including any
qudlifications and disclosures on measurement uncertainty that accompanies the statement.

We also note that many disclosures that are currently made right across the market include forward looking
statements, because assumptions about the future form part of asset valuations and provisions that are found in
many companies’ accounts currently, as required by the relevant accounting standards.

Regulatory guidance may be a helpful addition, for example to outline the kinds of qualifications that might be
included in disclosures, along with examples of disclosure (including methodologies and limitations). Such
guidance could also address scenario analysis to clarify that it is reasonable to consider that scenario analysis,
when appropriately framed, and accompanied by relevant context (that explains the scenario analysis process
and purpose), is not a guarantee of future performance.

The materiality requirements should also provide comfort to preparers in this respect. Entities are not required to
disclose information on all the sustainability risks they face, rather disclose material information on significant
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risks16. Accordingly, entities are able to focus on implementing verification and other processes to support
disclosures on the sustainability issues that are the most material to the entity and ensure these disclosures are fit
for purpose and not misleading.

Our view is that the proposals align with existing requirements for listed companies in Australia, although provide
significantly more guidance on how these requirements would be executed. A listed company is required by
the Corporations Act to include in its directors’ report (in its Annual Report) information that shareholders would
reasonably require to make an informed assessment of the entity’'s operations, financial position; business
strategies and prospects for future financial years.”

The ASIC Regulatory Guide!'® applicable to these legal requirements outlines that a discussion of prospects
effectively requires disclosure and a discussion of material business risks. The Guide also goes on to specify that
the disclosures should include a discussion of environmental, social and governance risks where those risks could
affect the entity’'s achievement of its financial performance or outcomes disclosure, taking into account the
nature and business of the entity and its business strategy.

Accordingly, Australian listed companies have an existing requirement to disclose material sustainability risks,
and many do so.

Draft IFRS2 is consistent with the move towards TCFD reporting in Australia, with use of the TCFD Framework being
encouraged by both ASIC and the ASX Corporate Governance Council.!? Increasingly, the TCFD Framework is
being adopted across the listed market, with 103 of the ASX200 either fully or partially aligning their disclosures to
the TCFD2,

Our view is that changing the proposals in the Draft Standards would undermine the aim of developing a global
baseline for disclosure that promotes consistency and comparability. Accordingly, our view is that an
appropriate transition time frame is a more appropriate consideration than changes to the Standards.

Our view is that the proposals set out in the draft would result in useful information for primary users of general
financial reports, where preparers avoid boilerplate disclosure.

ACSI's research on ESG reporting across the ASX200 indicates that 140 of the ASX2002' provide disclosures that
are considered to be ‘comprehensive’ or ‘detailed. In respect of climate disclosure, 103 companies across the
ASX have adopted TCFD reporting22. Our view is that the Draft Standards will drive comparability across the
market as well as improve standards in those parts of the market that are not currently disclosing well.

Existing practice is that many companies have their existing disclosures assured (the standard of assurance may
vary). Therefore, existing practice provides a useful example that indicates that such disclosures can be assured.
Nonetheless, we accept that development of capability across the market and labour shortage pose short-term
issues. Therefore as outlined above, it may be appropriate that implementation differs across the market, with a

16 Note that we support calls for further explanation on the intended difference (if any) between the use of
‘significant’ and ‘material’ in the Draft Standards

17 Corporations Act 2001 (Cth) s299A(1)

18 ASIC Regulatory Guide 247 paragraphs é1-64

19 ASIC Regulatory Guide 247 Paragraph 66 and ASX Corporate Governance Council's Corporate Governance
Principles and Recommendations Recommendation 7.4

20 ACSI's 2022 research, Promises, pathways & performance. Climate change disclosure in the ASX200 which will
be released in mid-July 2022 at hitps://acsi.org.au/research-reports/

21 ACSI Research ESG Reporting Trends in the ASX 200

22 ACSI's 2022 research, Promises, pathways & performance. Climate change disclosure in the ASX200 which will
be released in mid-July 2022 at hitps://acsi.org.au/research-reports/
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longer transition period at the smaller end of the listed market. However, the principle that any transition
arrangements encourage consistent improvement, should be maintained.

Current examples of good practice at the fop end of the market provide a sound basis for adoption of the Draft
Standards. Nonetheless, we accept that with the adoption of the Standards across the market, there will need
to be appropriate transition time frames, in particular for those areas of the market that are less mature, or to
allow service providers (such as auditors) to scale up expertise to match expected demand. Accordingly, we
recommend phase in periods that reflect maturity in different areas of the market be adopted to allow
preparers and service providers to develop the systems and expertise necessary.

Our view is that the starting dates should be consistent. The Draft IFRS S1 is a starting point, requiring entities to

assess and disclose material sustainability risks. Listed companies in Australia already have a similar obligation.

While many companies will have significant climate related risk, there will be some companies that face other
significant sustainability risks.

The ISSB should clarify the terms ‘sustainability’, and ‘significant’ as well as emphasise throughout the draft, the
focus on material risks. In addition, the long-term thinking required to successfully identify risks should be
emphasised.

Guidance should be provided on what is considered reasonable time frames for short, medium and long-term
thinking. For example, consistent with emerging European requirements applicable to transition risk; Short term:
Up to five years; Medium term: Five to ten years; Long ferm: More than ten years, but no later than 205023

Our view is that the costs of not adopting the global baseline should be considered (when considering the costs
of adoption). Good disclosure increases investor confidence and promotes open markets that reflect the cost
of risk, and arguably therefore can be expected to lower the cost of capital. In addition, adoption of a global
baseline will reduce the risk of market fragmentation and encourage those companies at the less mature end of
the market to improve both their practices and disclosures, leading to more sustainable outcomes over the
long-term.

Part D: Matters for comment relating to the AASB’s proposed approach

A separate suite of standards is an appropriate approach, however care should be taken to ensure the ISSB’s
approach to integration between sustainability reporting and financial reporting is preserved.

Our view is that the adopting the proposals in Draft IFRS S1 and Draft IFRS S2 are in the best interests of the
Australian economy. Investment markets are global and failure to adopt a global baseline could see investment
move offshore.

23 Note that these time frames are provided by way of example and will not be relevant for other sustainability
risks, given the 2050 limitation
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*Corresponding author of the submission

Invitation to comment
Introduction

We are like-minded international corporate sustainability practitioners and researchers (see
provided brief profiles) who collaborated in developing a whitepaper (2021) on “Holistic
Organisation Sustainability Framework to Enhance ESG Performance and Long-term Value”. The
whitepaper —is aligned with the sustainability standards (i.e., GRI, SASB etc.,) on ESG and
presents two important new organisation sustainability frameworks. The frameworks provide the
structure and processes that organisations will need to use in their governance and management
approaches to meet and exceed the sustainability standards to mitigate reputational and financial

risks, and opportunities for long-term enterprise value.

The latest developments in sustainability disclosure highlight the need for synthesizing or
integrating the sustainability-related risks and opportunities, instead of trade-offs, in strategy and
decision-making to achieve long-term value for entities. We think synthesizing and integrating is
quite different to making “trade-offs”. We believe organisation sustainability is an important
governance and management practice in decision-making used by entities in synthesizing and
accepting the paradox or tension between the three contradictory and complimentary pillars of
sustainability (i.e., Profit (economic/financial), People (human/social) and Planet (environmental)

to create long term shared value, minimize harm and mitigate financial risks.

1
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Hence, it is timely that the proposed Draft IFRS S1 General Requirements for Disclosure of
Sustainability-related Financial Information include the “Core content” requirement for
information on synthesizing or integrating the sustainability-related risks and opportunities.
However, it is unfortunate that “trade-off” between sustainability-related risks and opportunities
is mentioned and not ‘synthesizing or integrating’ the sustainability-related risks and opportunities

for long-term enterprise value in paragraphs 11-35.

Failing to explicitly include ‘synthesizing and integrating’ the sustainability-related risks and
opportunities in the Exposure Draft — IFRS Sustainability Disclosure Standard will limit the
intended objective. Hence, we suggest removing “trade-offs” and including reference to
“synthesizing and integrating” in paragraph-13 (e), paragraph-21 (c), and paragraph-44 (b). The
suggested amendment on synthesizing sustainability-related risks and opportunities in decision-
making will enhance the quality of Governance, Strategy, and Connected information disclosure
of financial information to help investors, lenders, and other creditors to assess more effectively

an entity’s enterprise value based.

Issues identified for amendment to the Exposure Draft specific to the paragraph and content:

Question 4 — Core Content (amendment to Governance - paragraph-13 (e), and Strategy and

decision-making - paragraph-21 (c))

The Exposure Draft includes proposals that entities disclose information that enables primary users
to assess enterprise value. The information required would represent core aspects of the way in

which an entity operates.
Governance (paragraph-13 (e))

Paragraph-13: To achieve this objective, an entity shall disclose information about the governance
body or bodies (which can include a board, committee or equivalent body charged with
governance) with oversight of sustainability-related risks and opportunities, and information

about management’s role in those processes. Specifically, an entity shall disclose:

(e) How the body and its committees consider sustainability-related risks and opportunities when

overseeing the entity’s strategy, its decisions on major transactions, and its risk management



policies, including any assessment of trade-offs and analysis of sensitivity to uncertainty that may

be required.
Strategy and decision-making (paragraph 21 — c¢)

Paragraph-21: An entity shall disclose information that enables users of general purpose financial
reporting to understand the effects of significant sustainability-related risks and opportunities on

its strategy and decision-making. Specifically, an entity shall disclose:

(c) What trade-offs between sustainability-related risks and opportunities were considered by the
entity (for example, in a decision on location of new operations, a trade-off between the
environmental impacts of those operations and the employment opportunities they would create in

a community, and the related effects on enterprise value).
Question 6 — Connected Information (paragraph-44 (b))

The Exposure Draft proposes that an entity be required to provide users of general purpose
financial reporting with information enables them to assess the connection between (a) various
sustainability related risks and opportunities, (b) the governance, strategy and risk management
related to those risks and opportunities, along with metrics and targets; and (c) sustainability-
related risks and opportunities and other information in general purpose financial reporting,

including the financial statements.
Paragraph-44 - Examples of connected information include:

(b) an explanation of the potential options that were evaluated when an entity assessed its
sustainability-related risks and opportunities, and the consequences of its decisions to address
those risks and opportunities, including the trade-offs that were considered, as detailed in
paragraph 21(c). For example, an entity might need to explain how a decision to restructure its
operations in response to a sustainability-related risk could have consequential effects on the

future size and composition of the entity’s workforce.



Comment

Question — Are the disclosure requirements for governance, strategy and decision-making, and

connected information appropriate to their stated disclosure objective? Why or why not?

Comment: The disclosure requirements on “Governance”, “Strategy and decision-making”,
“Connected information” highlighting “trade-off” between sustainability-related risks and

opportunities is not appropriate to the stated disclosure objective of long-term enterprise value.

Why not appropriate - Rationale: In a free market economy, the sustainability-related risks or
externality created by a for-profit entity’s operations on the environment and the community
cannot be avoided. However, an entity has corporate social responsibility to disclosure information
on the entity’s governance, strategy and decision-making, and connected information on processes
to minimize the sustainability-related risks imposed on the environment and the community to
create long-term enterprise value. The unintended sustainability-related risks or negative
externalities imposed by the entity’s operations on the environment and the community while
exploring opportunities to create value for the enterprise will create tension or paradox between

these risks and opportunities.

Enterprises have used “trade-offs’ in governance, strategy, and connected information decision-
making to deal with the sustainability-related paradox or tension. However, the latest research
developments in the field of sustainability for shared value creation have highlighted the
importance of synthesizing the sustainability-related risks and opportunities to achieve long-term
enterprise value. Hence, disclosure of financial information on synthesizing sustainability-related
risks and opportunities to investors, lenders, and other creditors to assess more effectively an

entity’s enterprise value which is the objective of IFRS Sustainability Disclosure Standard.

Following suggested alternative which ISSB should consider as amendments to the Exposure

Draft:

Governance (paragraph-13 (e))

Paragraph-13 (e) How the body and its committees consider synthesizing sustainability-related

risks and opportunities when overseeing the entity’s strategy, its decisions on major transactions,



and its risk management policies, including any assessment and analysis of sensitivity to

uncertainty of the synthesis effects that may be required.
Strategy and decision-making (paragraph 21 — c¢)

Paragraph-21 (¢) A synthesis approach to sustainability-related risks and opportunities were
considered by the entity (for example, in a decision on location of new operations, a synthesis
effect of the employment opportunities the operations would create in a community and
simultaneously minimize the environmental impacts of those operations, and the related effects

on enterprise value).

Paragraph-44 (b) an explanation of the potential options that were evaluated when an entity
assessed its sustainability-related risks and opportunities, and the consequences of its decisions to
address those risks and opportunities, including the synthesis effect that were considered, as
detailed in paragraph 21(c). For example, an entity might need to explain how a decision to
restructure its operations in response to a sustainability-related risk could have consequential
effects on the future size and composition of the entity’s workforce which will have financial

implications on the entity in minimizing the harm imposed on the workforce and the community.

Please include the definition provided below for ‘synthesis effect disclosure’ to Appendix A -

Defined terms:

Disclosure about financial information on synthesizing the paradox of sustainability-

related risks and opportunities in an entity’s operations to assess enterprise value.
The above definition is developed based on the following sample of two articles:

e Mariappanadar, S., and Kramar, R. Sustainable HRM (2014). The Synthesis Effect of High
Performance Work Systems on Organisational Performance and Employee Harm. Asia-
Pacific Journal of Business Administration, 6 (3), 206-224.

e Hahn, T. (2015). Reciprocal stakeholder behavior: A motive-based approach to the

implementation of normative stakeholder demands. Business & Society, 54(1), 9-51.
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General Requirements for
Disclosure of Sustainability-related Financial Information
and Climate related disclosures

The Australian Financial Markets Association (AFMA) represents the interests of over 120
participants in Australia's financial markets. Our members include Australian and foreign
owned banks, securities companies, treasury corporations, traders across a wide range of
markets and industry service providers. They are the major providers of wholesale
banking and financial market services to Australian businesses and investors.

AFMA is responding to the International Sustainability Standards Board (ISSB) request for
comment on ISSB [Draft] IFRS S1 General Requirements for Disclosure of Sustainability-
related Financial Information and [Draft] IFRS S2 Climate-related Disclosures.

General objective supported

AFMA supports the general objective for standards to provide a comprehensive global
baseline of sustainability-related disclosures designed to meet the information needs of
investors in assessing enterprise value. While achieving this objective is desirable for a
number of public policy reasons, principle of which is to support the Paris Agreement
COP26 transition to net zero emissions, there is a huge task and challenge facing reporting
entities to get access to the data that will enable reporting.

Data collection infrastructure is the fundamental building block on which reporting
metrics and targets will rely. The settlement of consistent disclosure standards is essential
for defining what data and systems need to be put in place. From an Australian
perspective an efficient data collection infrastructure needs to be put in place which will
require time and sequencing over a transition period. The current availability and
reliability of data and methodologies will present a medium-term challenge. For Australia
a phased approach to adoption across entity types, sectors and/or sizes will be needed.

Australian Financial Markets Association
ABN 69 793 968 987
Level 25, Angel Place, 123 Pitt Street GPO Box 3655 Sydney NSW 2001
Tel: 4612 9776 7993 Email: secretariat@afma.com.au
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Therefore, structured transition periods will be required for a range of specific clearly
defined and bounded disclosures. The financial services sector is dependent on its
customer base being able to report information for their dependent disclosures. This is
particularly relevant to Scope 3 Climate disclosures, which are dependent on established
reporting of Scope 1 emissions by clients of financial institutions.

Realistic path

While some Australian reporting entities such as large globally connected listed entities
and heavy emitters are familiar with voluntary disclosure and are well placed to lead the
way for the introduction of these new disclosure standards, the breadth of entities that
would be required to report means that many others will require time to scale up their
expertise and capacity. This ability to develop capability is not solely dependent on
management decision making support but more critically on the significant human
resource constraints in the Australian economy. At present there are simply not the
trained staff available, both because of the general shortage of workers and the need to
develop training courses and then train a cadre of people to do the required work.

Regardless of the desire to move expeditiously, the training process along with the
development of data collection systems will take time. The financial services sector is
more aware than other sectors given the volume of regulatory change it has dealt with
over the last fifteen years of the enormous scale and realities of the task facing industry
in making the proposed disclosure regime work.

The easy part of the task is setting the disclosure standards, the hard work lies in making
them a reality. AFMA members are committed to the task on the basis that
implementation recognises how long and hard the road will be and realistic compliance
expectations that take account of realities are set.

Responses to consultation questions

AFMA’s detailed responses to key questions in the consultation Exposure Drafts in the
following attachment.

Please contact either David Love on +61 02 9776 7995 or by email at dlove@afma.com.au

in regard to this letter.

Yours sincerely

David Love
General Counsel & International Adviser
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Consultation Question

Response

1. Overall Approach

Question 1.a: Does the Exposure Draft state clearly that an entity would be
required to identify and disclose material information about all of the sustainability-
related risks and opportunities to which the entity is exposed, even if such risks and
opportunities are not addressed by a specific IFRS Sustainability Disclosure
Standard? Why or why not? If not, how could such a requirement be made clearer?

The language of ‘all of the sustainability-related risks and opportunities to which
the entity is exposed’ is unbounded and therefore problematic. There two apparent
objectives in this:

1. The firstis suggesting that there is a general framework for sustainability-
related financial disclosures.

2. The second addresses transitional support until the full suite of standards
is developed.

It is suggested that the two points are separated from one another to provide more
clarity. The evolution of sustainability standards should be catered for, but during
the initial transition period there needs to be a clearly defined and bounded set of
sustainability-related risks.

The process for identifying significant sustainability-related risks and opportunities
needs to be clear and objectively understood. The requirements do not meet this
objective. To this end further work is required which goes beyond the investor
community to identify the material/significant sustainability issues that entities are
being asked to address at present. There needs to be a clearly defined set of risks
that need to be looked to.

Question 1.b: Do you agree that the proposed requirements set out in the Exposure
Draft meet its proposed objective (paragraph 1)? Why or why not?

Question 1.c: Is it clear how the proposed requirements in the Exposure Draft
would be applied together with other IFRS Sustainability Disclosure Standards,
including the [draft] IFRS S2 Climate-related Disclosures? Why or why not? If not,
what aspects of the proposals are unclear?

If an issue is material reporting entity would look to the specific disclosure
standards for reporting purposes, but the initial identification of issues should sit
within S1 and be separate from S2 and future standards.
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Consultation Question

Response

Question 1.d: Do you agree that the requirements proposed in the Exposure Draft
would provide a suitable basis for auditors and regulators to determine whether an
entity has complied with the proposals? If not, what approach do you suggest

and why?

We support the objective that clearly set criteria would enable external assurance
to occur.

As presented, we do not think the Exposure Draft provides a suitable basis. The
issue of assurance processes is considered to be a critical area of challenge with
practical implementation of the requirements. S1 in its present state does not
provide criteria that would provide enough clarity for an assurance process that
would meet prospective rules-based compliance expectations in Australia.

2. Objective

Question 2.a: Is the proposed objective of disclosing sustainability-related financial
information clear? Why or why not?

The use of the adjective ‘significant’ in relation to disclosure of material information
about all of the sustainability-related risks and opportunities detracts from clarity.

The disclosure test based on what is ‘significant’ is a problem to Australian users
and preparers. The concept of ‘significant’ is unclear. Use of the term under
Australian corporate law has proved to be highly problematic as it requires
reporting entities to determine the significance according to circumstances opening
institution up to a high degree of compliance risk. It is noted that the concept of
‘material’.

Question 2.b: Is the definition of ‘sustainability-related financial information’ clear
(see Appendix A)? Why or why not? If not, do you have any suggestions for
improving the definition to make it clearer?

‘Sustainability’ is not defined. While we appreciate the concept can be differently
understood by various stakeholders and achieving global consensus around this the
term is central to reporting and meeting an assurance standard. Effort must be
made to put boundaries around it subject to the possibility that its scope may
change over time.

3. Scope

Do you agree that the proposals in the Exposure Draft could be used by entities
that prepare their general purpose financial statements in accordance with any
jurisdiction’s GAAP (rather than only those prepared in accordance with IFRS
Accounting Standards)? If not, why not?

Yes, from an Australian perspective in which the domestic AASB accounting
standards are in accordance with IFRS Accounting Standards.
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Consultation Question

Response

4. Core Content

Question 4.a: Are the disclosure objectives for governance, strategy, risk
management and metrics and targets clear and appropriately defined? Why or
why not?

The basis of alignment is the TCFD reporting principles. As the TCFD has already
gained significant acceptance alignment of the disclosure objectives on this basis is
supported.

Account needs to be taken of the fact that governance, strategy and risk
management are integrated into general frameworks for financial reporting and
prudential regulation requirements and sustainability and climate are not, and
should not, be treated as independent elements. They are part of a broader
integrated framework and cannot be simply disaggregated.

Question 4.b: Are the disclosure requirements for governance, strategy, risk
management and metrics and targets appropriate to their stated disclosure
objective? Why or why not?

Generally, disclosure of governance, strategy, risk management and metrics and
targets is being done by entities reporting under the TCFD principles. Strategy
should be directed to measures to be undertaken by the entity and not demand
release of commercially sensitive information to competitors. Again, the point is
made that these fit within an integrated broader financial and prudential reporting
framework. Specific content should not be required in regard to these matters.

5. Reporting Entity

Question 5.a: Do you agree that the sustainability-related financial information
should be required to be provided for the same reporting entity as the related
financial statements? If not, why?

This is supported.

Question 5.b: Is the requirement to disclose information about sustainability-
related risks and opportunities related to activities, interactions and relationships,
and to the use of resources along its value chain, clear and capable of consistent
application? Why or why not? If not, what further requirements or guidance would
be necessary and why?

A reasonable expectation should be set for this requirement that does not demand
excessive granularity and specificity.
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Consultation Question

Response

Question 5.c: Do you agree with the proposed requirement for identifying the
related financial statements? Why or why not?

Account needs to be taken of situations where group consolidation might combine
entities that are not normally consolidated at the local level. This is especially
important in the case of financial institutions which use special purpose corporate
entities as funding and capital holding vehicles which are not part of the normal
course of business.

6. Connected Information

Question 6.a: Is the requirement clear on the need for connectivity between
various sustainability-related risks and opportunities? Why or why not?

This is supported. However, it is not clear how this could be done. There should be
guidance to help reporting entities understand how to do this.

Question 6.b: Do you agree with the proposed requirements to identify and
explain the connections between sustainability-related risks and opportunities and
information in general purpose financial reporting, including the financial
statements? Why or why not? If not, what do you propose and why?

The idea that connectivity between thematic areas and between financial and non-
financial is supported, but guidance is needed.

7. Fair Presentation

Question 7.a: Is the proposal to present fairly the sustainability-related risks and
opportunities to which the entity is exposed, including the aggregation of
information, clear? Why or why not?

This is an area for special Australian attention given local statutory requirements.

The ability to present ‘“fairly’ is dependent on bounded criteria within S1 to
determine what are sustainability-related risks and opportunities. At present
paragraphs 51-54 do not provide enough clarity around the considerations that
would need to be taken into account to meet assurance and compliance
expectations under rules-based standards in Australia.

Aggregated reporting is the preferred basis.

Question 7.b: Do you agree with the sources of guidance to identify sustainability-
related risks and opportunities and related disclosures? If not, what sources should
the entity be required to consider and why? Please explain how any alternative
sources are consistent with the proposed objective of disclosing sustainability-
related financial information in the Exposure Draft.

Current wording presents a challenge as is too broad from a compliance
perspective. Sources of guidance are framed in the Exposure Draft as a requirement
to consider them all. This wording needs to be amended to reflect the intention
that it is guidance to help identify sustainability issues and relevant disclosure
metrics.
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Consultation Question

Response

8. Materiality

Question 8.a: Is the definition and application of materiality clear in the context of
sustainability-related financial information? Why or why not?

This is not clear enough

Materiality for sustainability matters has greater qualitative aspects compared to
financial materiality. The Exposure Draft refers to the IAS 1 definition but qualifies
this by saying it will vary as sustainability is different and also says it needs to be
assessed in relation to enterprise value.

Question 8.b: Do you consider that the proposed definition and application of
materiality will capture the breadth of sustainability-related risks and
opportunities relevant to the enterprise value of a specific entity, including over
time? Why or why not?

In answer to this question we come back to our general theme that the Exposure
Draft is too vague and that further work is required to identify sustainability-related
risks and opportunities with clear criteria and boundaries and what would be
material.

Question 8.c: Is the Exposure Draft and related Illustrative Guidance useful for
identifying material sustainability-related financial information? Why or why not?
If not, what additional guidance is needed and why?

The lllustrative Guide is helpful but further development is needed to reflect our
response to Question 8.b

Question 8.d: Do you agree with the proposal to relieve an entity from disclosing
information otherwise required by the Exposure Draft if local laws or regulations
prohibit the entity from disclosing that information? Why or why not? If not, why?

Yes, this is necessary, as there is a need to reconcile these disclosures with existing
Australian law on corporate governance disclosure requirements.

9. Frequency of Reporting

Do you agree with the proposal that the sustainability-related financial disclosures
would be required to be provided at the same time as the financial statements to
which they relate? Why or why not?

Over time this is a desirable objective but at present there are not the human and
operational resources available in Australia to do this. The time gap initially should
be limited.

10. Location of Information

Question 10.a: Do you agree with the proposals about the location of
sustainability-related financial disclosures? Why or why not?

This is supported subject to the answer in Question 9.
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Consultation Question

Response

Question 10.b: Are you aware of any jurisdiction-specific requirements that would
make it difficult for an entity to provide the information required by the Exposure
Draft despite the proposals on location?

None identified for Australia.

Question 10.c: Do you agree with the proposal that information required by IFRS
Sustainability Disclosure Standards can be included by cross-reference provided
that the information is available to users of general purpose financial reporting on
the same terms and at the same time as the information to which it is cross
referenced? Why or why not?

The same answer to Question 9 qualifies this desirable objective that over time this
is a desirable objective but at present there are not the human and operational
resources available in Australia to do this.

Question 10.d: Is it clear that entities are not required to make separate
disclosures on each aspect of governance, strategy and risk management for
individual sustainability-related risks and opportunities, but are encouraged to
make integrated disclosures, especially where the relevant sustainability issues are
managed through the same approach and/or in an integrated way? Why or why
not?

The statement in the Exposure Draft should more clearly reflect the intention
stated in Question 10.d.

11. Comparative information, sources of estimation and outcome uncertainty, and errors

Question 11.a: Have these general features been adapted appropriately into the
proposals? If not, what should be changed?

No comment.

Question 11.b: Do you agree that if an entity has a better measure of a metric
reported in the prior year that it should disclose the revised metric in its
comparatives?

Differences are likely to result from ‘better’ estimation methods not ‘errors’. The
rate of change will be significant in respect to methodology and modelling
development and improvement as well as data acquisition, quality, and storage
creation. These developments may enable more targeted scenario analysis or
emissions factors in subsequent reporting periods and therefore could lead to
disconnect in metrics from one reporting period to the next.

The starting assumption is that given the need to build data collection systems for
metrics which will take time and likely improve the ability to provide updated
information in subsequent years for better comparative purposes as long as there
are no compliance consequences flowing from such updates as long as they are
clearly marked as such.
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Consultation Question

Response

Question 11.c: Do you agree with the proposal that financial data and assumptions
within sustainability-related financial disclosures be consistent with corresponding
financial data and assumptions used in the entity’s financial statements to the
extent possible? Are you aware of any circumstances for which this requirement
will not be able to be applied?

No comment.

12. Statement of Compliance

The Exposure Draft proposes a relief for an entity. It would not be required to
disclose information otherwise required by an IFRS Sustainability Disclosure
Standard if local laws or regulations prohibit the entity from disclosing that
information. An entity using that relief is not prevented from asserting compliance
with IFRS Sustainability Disclosure Standards.

Do you agree with this proposal? Why or why not? If not, what would you suggest
and why?

IFRS and ISSB standards are applied through domestic law in Australia. This is a
matter for domestic law implementation.

13. Effective Date

Question 13.a: When the ISSB sets the effective date, how long does this need to
be after a final Standard is issued? Please explain the reason for your answer,
including specific information about the preparation that will be required by
entities applying the proposals, those using the sustainability-related financial
disclosures and others.

ISSB standards would be applied through domestic law in Australia. This is a matter
for domestic law implementation.

Question 13.b: Do you agree with the ISSB providing the proposed relief from
disclosing comparatives in the first year of application? If not, why not?

The concept of ‘relief’ is a matter for domestic law implementation.

14. Global Baseline

Are there any particular aspects of the proposals in the Exposure Draft that you
believe would limit the ability of IFRS Sustainability Disclosure Standards to be
used in this manner? If so, what aspects and why? What would you suggest
instead and why?

Establishing a global baseline for disclosure is desirable.
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Consultation Question

Response

15. Digital Reporting

Do you have any comments or suggestions relating to the drafting of the Exposure
Draft that would facilitate the development of a Taxonomy and digital reporting
(for example, any particular disclosure requirements that could be difficult to tag
digitally)?

In principle this is supported. However, systems and transition arrangements need
to be put in place for this to occur.

16. Costs, benefits and likely effects

Question 16.a: Do you have any comments on the likely benefits of implementing
the proposals and the likely costs of implementing them that the I1SSB should
consider in analysing the likely effects of these proposals?

The desirability of globally, consistent sustainability disclosure standards is being
strongly articulated by the investor community and they will be the main
beneficiary. Without exaggeration, the costs of implementing these standards will
be truly enormous given that data collection systems need to be built from scratch
in many cases and the range of entities is huge at a global scale. Using the baseline
of other regulatory reporting reforms such as OTC Derivatives transaction reporting
or the Consumer Data Right which had very clear defined sets of data collection
points we are talking in terms of billions of dollars in initial system set up costs in
one jurisdiction alone like Australia. The scale, challenge and time to do this cannot
be underestimated.

The beneficiaries who are the consumers of the reporting will enthusiastically push
for further and faster, however, they will not bear the direct cost. This reporting will
impose another additional costly regulatory burden on businesses. This is not to be
read as opposition to the social desirability on setting out on this course but a clear
headed note of realism needs to be sounded by those who will do the work and
bear the cost of undertaking this project about expectations on how soon and how
fast.
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Consultation Question

Response

Question 16.b: Do you have any comments on the costs of ongoing application of
the proposals that the ISSB should consider?

As indicated in answer to Question 16.a these standards will impose a big
regulatory burden on businesses. Beyond initial system establishment costs for data
collection these need to be maintained on an ongoing business. Additional
professional services fees will be incurred for the preparation of assurance reports
as well as internal costs for the preparation of statements. The human resource
element also needs to be taken into account. Staff need to be trained to
professional levels of competence in a world which is facing serious staffing
shortages in relation to regulatory reporting, compliance and assurance work.

17. Other Comments

Do you have any other comments on the proposals set out in the Exposure Draft?

Scalability

In following on from the answers to Question 16 thought needs to be given to
scalability. At present only major public companies prepare TCFD style reports.

Given resource constraints, cost and complexity more thought needs to be given to
how, and if, smaller businesses will be able to meet these disclosure requirements.
While major financial institutions and public companies are familiar with the
challenges of regulatory reporting and are embarked on voluntary reporting the
general application of such disclosure across the sweep of incorporated businesses
with vastly varying levels of sophistication needs to be taken into account. Again,
realism needs to be applied to expectations.
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Consultation Question

Our Response

e Objective of the Exposure Draft

Question 1.a: Do you agree with the objective that has been established for the
Exposure Draft? Why or why not?

AFMA supports the establishment by ISSB of a global baseline for disclosure and
agrees that consistent and comparable disclosures are necessary.

the objectives described in paragraph 1? Why or why not? If not, what do you
propose instead and why?

Question 1.b: Does the objective focus on the information that would enable users | Yes
of general purpose financial reporting to assess the effects of climate-related risks

and opportunities on enterprise value?

Question 1.c: Do the disclosure requirements set out in the Exposure Draft meet Yes

e Governance

Do you agree with the proposed disclosure requirements for governance
processes, controls and procedures used to monitor and manage climate-related
risks and opportunities? Why or why not?

Climate governance disclosure needs to take account that it will be fitting with an
existing general governance disclosure framework. This is particularly the case for
financial institutions which are heavily regulated and sit under prudential rules.
Governance is an integrated process and climate governance should not be, and it
is difficult, to disaggregated it from it’s the general governance framework.

o Identification of climate-related risks and opportunities
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Consultation Question

Our Response

Question 3.a: Are the proposed requirements to identify and to disclose a
description of significant climate-related risks and opportunities sufficiently clear?
Why or why not?

Further consideration needs to be given to this in the context of financial
institutions. Standard financial metrics of climate-risks to financial institutions can
be subject to greater tail-risks than those of other financial risks. For example, in the
case of credit risk, estimates of metrics such as probability-of and loss-given default
only offer a central expectation of climate-related risks to either individual, or sets
of, financial institutions. They may therefore provide only limited information on the
tail-risks around these estimates, which in the case of climate-related risks can be
particularly substantial.

Metrics of financial institutions’ exposures to climate-related risks are generally
subject to greater uncertainty than those relating to other financial risks. This is
partly because the drivers of climate-related risks arise from outside the financial
system. Multiple layers of uncertainty therefore arise in their translation into
economic variables.

Question 3.b: Do you agree with the proposed requirement to consider the
applicability of disclosure topics (defined in the industry requirements) in the
identification and description of climate-related risks and opportunities? Why or
why not? Do you believe that this will lead to improved relevance and
comparability of disclosures? Why or why not? Are there any additional
requirements that may improve the relevance and comparability of such
disclosures? If so, what would you suggest and why?

The current lists of topics is too expansive and are in excess of what can at present
be reasonably produced. There should be a simple set of core requirements.
Selection of the requirements should be based on a use case justification.

e Concentrations of climate-related risks and opportunities in an entity’s value chain

Question 4.a: Do you agree with the proposed disclosure requirements about the
effects of significant climate-related risks and opportunities on an entity’s business
model and value chain? Why or why not?

Large corporations and groups have multifaceted and complex supply chains. There
needs to be guidance and realistic boundaries set for these disclosures. A preferred
approach is to ask for how risks are identified and the processes for doing this. In
addition, there are limitations on the level of disclosure that can be expected
because this is an area of high commercial sensitivity and need for secrecy from
competitors.




AFMA Comments on Exposure Draft IFRS S2 Climate-related Disclosures - Page 3

Consultation Question

Our Response

Question 4.b: Do you agree that the disclosure required about an entity’s
concentration of climate-related risks and opportunities should be qualitative
rather than quantitative? Why or why not? If not, what do you recommend and
why?

This should be qualitative based on processes for identification indicated in answer
to Question 4a.

e Transition Plans and Carbon Offsets

Question 5.a: Do you agree with the proposed disclosure requirements for
transition plans? Why or why not?

Common scenarios need to be identified to make this workable and criteria set for
credible carbon offsets.

Question 5.b: Are there any additional disclosures related to transition plans that
are necessary (or some proposed that are not)? If so, please describe those
disclosures and explain why they would (or would not) be necessary.

No comment

Question 5.c: Do you think the proposed carbon offset disclosures will enable
users of general purpose financial reporting to understand an entity’s approach to
reducing emissions, the role played by carbon offsets and the credibility of those
carbon offsets? Why or why not? If not, what do you recommend and why?

Realism is required in relation to this proposal. Considerably more work needs to be
done on the quality of availability of carbons offsets for them to use in the way
envisaged and on the global scale required.

Question 5.d: Do you think the proposed carbon offset requirements appropriately
balance costs for preparers with disclosure of information that will enable users of
general purpose financial reporting to understand an entity’s approach to
reducing emissions, the role played by carbon offsets and the soundness or
credibility of those carbon offsets? Why or why not? If not, what do you propose
instead and why?

See answer to Question 5.c

e Current and Anticipated Effects

Question 6.a: Do you agree with the proposal that entities shall disclose
guantitative information on the current and anticipated effects of climate-related
risks and opportunities unless they are unable to do so, in which case qualitative
information shall be provided (see paragraph 14)? Why or why not?

There needs to be established methodologies for doing the modelling. Estimations
may produce very different outcomes.
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Consultation Question

Our Response

Question 6.b: Do you agree with the proposed disclosure requirements for the
financial effects of climate-related risks and opportunities on an entity’s financial
performance, financial position and cash flows for the reporting period? If not,
what would you suggest and why?

Assessing financial institutions’ exposures to climate-related risks first requires data
on the exposures of financial institutions’ assets and liabilities to such risks. While
such information can be partially obtained from proprietary firms or some
supervisory datasets it is still far from a fully developed date source system.

Question 6.c: Do you agree with the proposed disclosure requirements for the
anticipated effects of climate-related risks and opportunities on an entity’s
financial position and financial performance over the short, medium and long
term? If not, what would you suggest and why?

While greater confidence can be placed in near term disclosures as these move out
over the medium and longer term much higher uncertainty will make the quality of
such disclosure problematic.

The exposure of the financial institutions to climate-related risks is subject to
substantial uncertainty. The underlying drivers of climate-related risks, including
the future path of emissions, are themselves highly uncertain. Estimates of
increases in global temperatures and changes in both the physical and transition
risks also vary considerably. The potential impact of the crystallisation of such risks
on a financial institution and the financial market more generally is subject to
considerable tail risks. These multiple layers of uncertainty mean that the impact of
climate-related risks on the financial system is subject to uncertainty that may
exceed that concerning other types of financial risk.

¢ Climate Resilience

Question 7.a: Do you agree that the items listed in paragraph 15(a) reflect what
users need to understand about the climate resilience of an entity’s strategy? Why
or why not? If not, what do you suggest instead and why?

Yes
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Consultation Question

Our Response

Question 7.b: The Exposure Draft proposes that if an entity is unable to perform
climate related scenario analysis, that it can use alternative methods or techniques
(for example, qualitative analysis, single-point forecasts, sensitivity analysis and
stress tests) instead of scenario analysis to assess the climate resilience of its

strategy.
(i) Do you agree with this proposal? Why or why not?
(ii) Do you agree with the proposal that an entity that is unable to use

climate-related scenario analysis to assess the climate resilience of its
strategy be required to disclose the reason why? Why or why not?

(iii) Alternatively, should all entities be required to undertake climate-
related scenario analysis to assess climate resilience? If mandatory
application were required, would this affect your response to
Question 14© and if so, why?

Scenario analysis of climate-related risks differs substantially to other types of
stress testing. Time horizons need to be longer, risks are highly non-linear and
dependent on short-term policy actions, and back-testing is hard or impossible
because of limited past data. A balance needs to be struck between the need for
standardised scenarios, versus the need to tailor to the specifics of risks faced by
different reporting entities.

Question 7.c: Do you agree with the proposed disclosures about an entity’s
climate-related scenario analysis? Why or why not?

No comment

Question 7.d: Do you agree with the proposed disclosure about alternative
techniques (for example, qualitative analysis, single-point forecasts, sensitivity
analysis and stress tests) used for the assessment of the climate resilience of an
entity’s strategy? Why or why not?

No comment

Question 7.e: Do the proposed disclosure requirements appropriately balance the
costs of applying the requirements with the benefits of information on an entity’s
strategic resilience to climate change? Why or why not? If not, what do you
recommend and why?

No comment

e Risk Management
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Do you agree with the proposed disclosure requirements for the risk management
processes that an entity uses to identify, assess and manage climate-related risks
and opportunities? Why or why not? If not, what changes do you recommend and
why?

The primary purpose of disclosing risk management processes is to provide context
for how the reporting entity thinks about and addresses the most significant risks to
successfully executing its business objectives and accomplishing its strategy.
Climate change considerations would be appropriately included in the elements of
risk management processes consistently and proportionately, taking into account
other risks to which the risk management analysis applies. This implies that
interconnections between climate-related risks and other risks should be
considered as part of an integral process where the existing elements are applied to
a limited business or strategic planning horizon which has realistic validity in the
near term but becomes more speculative into the medium term. This is the key
point of challenge and distinction in doing so as integration would have to take
account of the longer time horizons over which climate-related risks might
materialise.

Cross-industry metric categories and greenhouse gas

emissions

Question 9.a: The cross-industry requirements are intended to provide a common
set of core, climate-related disclosures applicable across sectors and industries. Do
you agree with the seven proposed cross-industry metric categories including their
applicability across industries and business models and their usefulness in the
assessment of enterprise value? Why or why not? If not, what do you suggest

and why?

Metrics of financial institutions’ exposures to climate-related risks are generally
subject to greater uncertainty than those relating to other financial risks. This is
partly because the drivers of climate-related risks arise from outside the financial
system. Multiple layers of uncertainty therefore arise in their translation into
economic variables. Modelling the impact of these estimates on the future values
of assets and liabilities of financial institutions introduces further uncertainty.

There needs to be further consideration of transitional arrangements for these
disclosures to support entities to continually improve their disclosures but
recognising the challenges of accessing the required data within the timeframe
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Consultation Question

Our Response

Question 9.b: Are there any additional cross-industry metric categories related to
climate related risks and opportunities that would be useful to facilitate cross-
industry comparisons and assessments of enterprise value (or some proposed that
are not)? If so, please describe those disclosures and explain why they would or
would not be useful to users of general purpose financial reporting.

There is a lack of reliable historical data with which to assess the accuracy of
metrics of climate-related risks. Financial models that infer the impact of
vulnerabilities on financial institutions generally rely on past data on their past
impact. In order to ensure such inferences are robust, such past data needs to be
extensive in its history and consider multiple instances of the crystallisation of risks.
However, in the case of climate-related risks, historical observations of the impact
of climate-related risks on financial institutions are very limited.

Question 9.c: Do you agree that entities should be required to use the GHG
Protocol to define and measure Scope 1, Scope 2 and Scope 3 emissions? Why or
why not? Should other methodologies be allowed? Why or why not?

The main advantage of using GHG accounting is that a single metric can be used to
encompass an entire portfolio rather than just segments of the portfolio at the
asset class level. However, multi-asset portfolios are more difficult.

Data for financial institutions’ exposures to transition risks are also subject to
numerous gaps. GHG emissions data are still generally not available at the level of
individual firms, and those data that are available are in some cases limited to
Scope 1 (direct) GHG emissions, rather than capturing emissions across their value
chains.

There are still significant challenges facing application of the GHG Protocol: namely

e  Emissions data availability.

e Inability to track “green” activities directly (except through avoided
emissions accounting).

e lack of accounting standard and agreement on some measurement issues.

e Data availability and confidentiality issues outside listed companies and
projects.

e Difficult to apply to off-balance sheet services.

Question 9.d: Do you agree with the proposals that an entity be required to
provide an aggregation of all seven greenhouse gases for Scope 1, Scope 2, and
Scope 3— expressed in CO2 equivalent; or should the disclosures on Scope 1,
Scope 2 and Scope 3 emissions be disaggregated by constituent greenhouse gas
(for example, disclosing methane (CH4) separately from nitrous oxide (NO2))?

For financial institutions disaggregation of such data would not be possible.
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Consultation Question

Our Response

Question 9.e: Do you agree that entities should be required to separately disclose
Scope 1 and Scope 2 emissions for:
i the consolidated entity; and
1. for any associates, joint ventures, unconsolidated subsidiaries and
affiliates? Why or why not?

For financial institutions such separate disclosure would have little purpose given
the closely linked internal financial support within their groups.

Question 9.f: Do you agree with the proposed inclusion of absolute gross Scope 3
emissions as a cross-industry metric category for disclosure by all entities, subject
to materiality? If not, what would you suggest and why?

Disclosures of Scope 1 and 2 emissions are generally more available than those of
Scope 3. This is likely due to difficulties encountered by reporting firms in
calculating emissions across the entirety of their value chain.

e Targets

Question 10.a: Do you agree with the proposed disclosure about climate-related
targets? Why or why not?

This is challenging as there is a lack of standardised metrics with which to calculate
and characterise targets for reducing climate-related risks.

Question 10.b: Do you think the proposed definition of ‘latest international
agreement on climate change’ is sufficiently clear? If not, what would you suggest
and why?

We suggest that greater certainty is needed and to identify the Paris Agreement as
the baseline source of international agreement.

e Industry-based requirements

Question 11.a: Do you agree with the approach taken to revising the SASB
Standards to improve the international applicability, including that it will enable
entities to apply the requirements regardless of jurisdiction without reducing the
clarity of the guidance or substantively altering its meaning? If not, what
alternative approach would you suggest and why?

®  Whilst we support disclosure of industry specific metrics and a common
global baseline, we are already concerned with the volume of SASB
industry metrics within S2 and therefore consider this could be prohibitive
to adoption within jurisdictions, particularly as more standards are
developed.

® Further, the choice of metrics for industries reflects the US market and
therefore those metrics are less relevant in other jurisdictions such as
Australia.

® We recommend that industry metrics are encouraged rather than
specified, with SASB metrics suggested as a source of industry metrics.
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Consultation Question

Our Response

that has used the relevant SASB Standards in prior periods to continue to provide
information consistent with the equivalent disclosures in prior periods? If not, why
not?

Question 11.b: Do you agree with the proposed amendments that are intended to | Supported
improve the international applicability of a subset of industry disclosure

requirements? If not, why not?

Question 11.c: Do you agree that the proposed amendments will enable an entity Supported

Question 11.d: Do you agree with the proposed industry-based disclosure
requirements for financed and facilitated emissions, or would the cross-industry
requirement to disclose Scope 3 emissions (which includes Category 15:
Investments) facilitate adequate disclosure? Why or why not?

Cross-industry requirement to disclose Scope 3 emissions would be sufficient.

Question 11.e: Do you agree with the industries classified as ‘carbon-related’ in
the proposals for commercial banks and insurance entities? Why or why not? Are
there other industries you would include in this classification? If so, why?

Exposures to the four ‘carbon-related ‘non-financial groups: energy; transportation;
materials and buildings; and agriculture, food, and forest products with the list of
industries associated with these groups is indicative and needs to be considered
further in the context of an economy like Australia.

Question 11.f: Do you agree with the proposed requirement to disclose both
absolute- and intensity-based financed emissions? Why or why not?

No comment

Question 11.g: Do you agree with the proposals to require disclosure of the
methodology used to calculate financed emissions? If not, what would you suggest
and why?

No comment

Question 11.h: Do you agree that an entity be required to use the GHG Protocol
Corporate Value Chain (Scope 3) Accounting and Reporting Standard to provide
the proposed disclosures on financed emissions without the ISSB prescribing a
more specific methodology (such as that of the Partnership for Carbon Accounting
Financials (PCAF) Global GHG Accounting & Reporting Standard for the Financial
Industry)? If you don’t agree, what methodology would you suggest

and why?

For financial institutions Scope 3 is a longer-term reporting goal as it is dependent
on Scope 1 and 2 reporting information becoming available to them from their
whole client base.
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Consultation Question

Our Response

Question 11.i: In the proposal for entities in the asset management and custody
activities industry, does the disclosure of financed emissions associated with total
assets under management provide useful information for the assessment of the
entity's indirect transition risk exposure? Why or why not?

No comment

Question 11.j: Do you agree with the proposed industry-based requirements? Why
or why not? If not, what do you suggest and why?

No comment

Question 11.k: Are there any additional industry-based requirements that address
climate-related risks and opportunities that are necessary to enable users of
general-purpose financial reporting to assess enterprise value (or are some
proposed that are not)? If so, please describe those disclosures and explain why
they are or are not necessary.

No comment

Question 11.1: In noting that the industry classifications are used to establish the
applicability of the industry-based disclosure requirements, do you have any
comments or suggestions on the industry descriptions that define the activities to
which the requirements will apply? Why or why not? If not, what do you suggest
and why?

No comment

e Costs, benefits and likely effects
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Consultation Question

Our Response

Question 12.a: Do you have any comments on the likely benefits of implementing
the proposals and the likely costs of implementing them that the ISSB should
consider in analysing the likely effects of these proposals?

The desirability of globally, consistent climate disclosure standards is being strongly
articulated by the investor community and they will be the main beneficiary.
Without exaggeration, the costs of implementing these standards will be truly
enormous given that data collection systems need to be built from scratch in many
cases and the range of entities is huge at a global scale. Using the baseline of other
regulatory reporting reforms such as OTC Derivatives transaction reporting or the
Consumer Data Right which had very clear defined sets of data collection points we
are talking in terms of billions of dollars in initial system set up costs in one
jurisdiction alone like Australia. The scale, challenge and time to do this cannot be
underestimated.

The beneficiaries who are the consumers of the reporting will enthusiastically push
for further and faster, however, they will not bear the direct cost. This reporting will
impose another additional costly regulatory burden on businesses. This is not to be
read as opposition to the social desirability on setting out on this course but a clear
headed note of realism needs to be sounded by those who will do the work and
bear the cost of undertaking this project about expectations on how soon and how
fast.

Question 12.b: Do you have any comments on the costs of ongoing application of
the proposals that the ISSB should consider?

As indicated in answer to Question 12.a, these standards will impose a big
regulatory burden on businesses. Beyond initial system establishment costs for data
collection these need to be maintained on an ongoing business. Additional
professional services fees will be incurred for the preparation of assurance reports
as well as internal costs for the preparation of statements. The human resource
element also needs to be taken into account. Staff need to be trained to
professional levels of competence in a world which is facing serious staffing
shortages in relation to regulatory reporting, compliance and assurance work.

Question 12.c: Are there any disclosure requirements included in the Exposure
Draft for which the benefits would not outweigh the costs associated with
preparing that information? Why or why not?

No comment

o Verifiability and enforceability
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Are there any disclosure requirements proposed in the Exposure Draft that would
present particular challenges to verify or to enforce (or that cannot be verified or
enforced) by auditors and regulators? If you have identified any disclosure
requirements that present challenges, please provide your reasoning.

No comment

o Effective date

Question 14.a: Do you think that the effective date of the Exposure Draft should
be earlier, later or the same as that of [draft] IFRS S1 General Requirements for
Disclosure of Sustainability-related Financial Information? Why?

No comment

Question 14.b: When the ISSB sets the effective date, how long does this need to
be after a final Standard is issued? Please explain the reason for your answer
including specific information about the preparation that will be required by
entities applying the proposals in the Exposure Draft.

No comment

Question 14.c: Do you think that entities could apply any of the disclosure
requirements included in the Exposure Draft earlier than others? (For example,
could disclosure requirements related to governance be applied earlier than those
related to the resilience of an entity’s strategy?) If so, which requirements could
be applied earlier and do you believe that some requirements in the Exposure
Draft should be required to be applied earlier than others?

No comment

e Digital Reporting

Do you have any comments or suggestions relating to the drafting of the Exposure
Draft that would facilitate the development of a Taxonomy and digital reporting
(for example, any particular disclosure requirements that could be difficult to tag
digitally)?

In principle this is supported. However, systems and transition arrangements need
to be put in place for this to occur.

¢ Global Baseline
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Consultation Question

Our Response

Are there any particular aspects of the proposals in the Exposure Draft that you
believe would limit the ability of IFRS Sustainability Disclosure Standards to be

used in this manner? If so, what aspects and why? What would you suggest
instead and why?

No comment

e Other Comments

Do you have any other comments on the proposals set out in the Exposure Draft?
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Dear International Sustainability Standards Board (ISSB)

Draft IFRS S1 General Requirements for Disclosure of Sustainability Related Financial Infformation; Draft IFRS
$2 Climate-related disclosures

Thank you for the opportunity to comment on the two draft standards released by the ISSB related to
general sustainability related financial information (Sustainability Standard) and climate related
disclosures (Climate Standard). The Australian Institute of Company Directors (AICD) welcomes the
opportunity fo provide an Australian governance perspective to this critical global consultation.

The AICD is the largest director institute in the world, with a mission to be the independent and trusted
voice of governance, building the capability of a community of leaders for the benefit of society. The
AICD’s membership of more than 49,000 reflects the diversity of Australia’s director community,
comprised of directors and leaders of not-for-profits, large and small businesses and the government
sector.

The AICD strongly supports the principle of harmonised international sustainability standards under the
ISSB umbrella and urges a consistent approach across jurisdictions. We have consistently heard from
members that there is a need to consolidate competing existing non-financial reporting frameworks, and
to address growing investor demand for high quality, comparable disclosure. Such reporting will also
allow companies to better benchmark their sustainability practices and see where there may be room for
improvement. A fragmented regulatory approach across jurisdictions would undermine these outcomes.

In our view, the two draft Standards are a strong starting point from which a global baseline can be
developed. In the Australian context, we recognise that comprehensive adoption of these new
standards, at least in their current form, would represent a significant enhancement on current reporting
practices, with corresponding challenges.

The AICD looks forward to playing a constructive role in the adoption of these standards globally and in
the Australian market. In our view, an appropriately phased in approach that recognises the varying
levels of maturities within markets and sectors will be critical to the Standards’ successful adoption. We
consider that the inifial focus should be on for-profit enfities, especially those listed on market exchanges
or with a large carbon footprint.

Enclosed with this cover letter are our detailed responses to the Sustainability Standard (Altachment A)
and Climate Standard (Attachment B).



Executive Summary

The AICD welcomes the current consultation and provides the following key comments:

1.

We strongly support the goal of high quality, consistent and comparable sustainability reporting. All
stakeholders recognise that a consolidation of existing frameworks is crucial to the success of the ISSB
project and meeting the evolving needs and expectations of investors. It would be counter-
productive for individual jurisdictions fo adopt their own bespoke regulatory approaches.

We support climate change being identified as the first area to be the subject of a specific ISSB
standard. We acknowledge the varying regulatory and disclosure initiatives taking place globally,
and the value in a harmonised approach across jurisdictions. The TCFD framework is a solid
foundation for any such standard.

We strongly recommend that further work be done to clarify and refine the Standards so that they
are capable of reasonable, independent assurance. In our view, in their current form, it will be very
difficult fo achieve this. Without such assurance, the value of the Standards will be considerably
diminished. As a matter of priority, work on how assurance will take place should be pursued in
parallel with consultation on the substantive elements of the Standards. Further, while we agree that
a degree of specificity is important, a more principles-based approach to the proposed requirements
would allow flexibility to evolve with market practice and expectations.

We urge a carefully designed phased-in approach that recognises the considerable uplift in practice
and capability that will be required in markets such as Australia. Appropriate transitional
arrangements will need to be developed that recognise the extent of preparatory work required.

We note there are unique aspects of the Australian legal environment that, if not addressed, will
hinder comprehensive adoption. Liability settings for the kinds of forward-looking statements
contemplated by the Standards will need to be appropriately calibrated, or else risk unhelpful,
generalised disclosures.

We highlight current data and workforce skills gaps that, in the short term, will make comprehensive
and consistent adoption of the Standards very difficult to achieve. The lack of clear, well accepted
methodologies for measuring key metfrics such as scope 3 greenhouse gas emissions, is one such
area. The ISSB, as well as domestic policy-makers and standard-setters, will need to bear this in mind
when developing implementation plans and devising appropriate fransitional arrangements.

Next steps

We hope our submission will be of assistance to the ISSB in its important and timely work. If you would like
to discuss any aspects further, please contact Christian Gergis, Head of Policy at cgergis@aicd.com.au.

Yours sincerely,

Angus Armour FAICD
Managing Director & CEO
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Response to Questions
for Respondents

Exposure Draft IFRS ST General Requirements for Disclosure of
Sustainability-related Financial Information

Question 1—Overall approach

(a) Does the Exposure Draft state clearly that an entity would be required to identify and disclose material
information about all of the sustainability-related risks and opportunities to which the entity is exposed,
even if such risks and opportunities are not addressed by a specific IFRS Sustainability Disclosure
Standard? Why or why not? If not, how could such a requirement be made clearer?

The AICD recommends the Exposure Draft IFRS S1 General Requirements for Disclosure of Sustainability-
related Financial Information (Exposure Draft) could be revised to create a separate Conceptual
Framework and General Standard. We are concerned that the Exposure Draft currently lacks clarity
because it is attempting to fulfil both these functions.

Sustainability reporting would benefit from a Conceptual Framework for Sustainability Reporting as has
been developed for financial reporting by the 1ASB. In the same manner as the Conceptual Framework
for Financial Reporting, it would set out the fundamental concepts for sustainability reporting that will
guide the ISSB in developing Standards and will help to ensure that subsequent Standards are
conceptually consistent. Much of the content of the Exposure Draft would then form part of the
Conceptual Framework.

We note that the ISSB is infending to issue future Standards in sustainability areas with S2 being the first
example. In our view, the ISSB therefore needs an overarching Standard that sets out general
requirements for disclosure, particularly in the transition period when new Standards are being released.
However, a Standard must have a clear scope. In our view, the Exposure Draft does not meet that
requirement. This is most clearly seen in the processes set out in paragraphs 51 and 54 of the Exposure
Draft, and the lack of an articulated definition of sustainability or sustainability related financial
information (see response to Question 2 below).

A clearly defined general Standard that sets out the process which an entity needs to undertake when
considering materiality and sustainability-related disclosures should be contained within a separate
Standard. This will have most of its work to do as a transitional Standard while the ISSB issues future
Standards, however it will still have application even when this initial process is completed.

(b) Do you agree that the proposed requirements set out in the Exposure Draft meet its proposed
objective (paragraph 1)? Why or why not?

For the reasons set out above we believe the Exposure Draft lacks the precision necessary to meet its
proposed objective.


https://www.ifrs.org/issued-standards/list-of-standards/conceptual-framework/

(c) Is it clear how the proposed requirements in the Exposure Draft would be applied together with other
IFRS Sustainability Disclosure Standards, including the [draft] IFRS S2 Climate-related Disclosures? Why or
why not? If not, what aspects of the proposals are unclear?

For the reasons set out above, because the proposed requirements lack precision and a clearly defined
approach there is a lack of clarity. This could be resolved by separating the components of the Exposure
Draft into a Conceptual Framework and a narrower General Standard.

(d) Do you agree that the requirements proposed in the Exposure Draft would provide a suitable basis for
auditors and regulators to determine whether an entity has complied with the proposals? If not, what
approach do you suggest and why?

Based on the drafting of the Exposure Draft, it appears it will be very difficult to determine whether an
entity has complied with the Standard and to obtain relevant reasonable assurance. A particular
concern lies with paragraphs 51 and 54 which mandate an open-ended and unseftled process for the
identification of sustainability-related risks and opportunities. See our response to Question 7(b) for more
detail.

We are concerned that the ufility of reporting under the Standards would be substantially diminished if it
is very difficult to obtain reasonable assurance. We urge the international standard setters to undertake
a parallel process around assurance as quickly as possible as this will inform stakeholder views on what is
legitimately within the scope of the disclosure obligations contained within ISSB standards. We note that,
over fime, assurance may be assisted by developments in fechnology and that novel solutions may
needed to meet these evolving needs.

Question 2—Objective (paragraphs 1-7)

(a) Is the proposed objective of disclosing sustainability-related financial information clear? Why or why
not?

Yes, we believe the proposed objective of disclosing sustainability-related financial information is clear.

(b) Is the definition of ‘sustainability-related financial information’ clear (see Appendix A)? Why or why
not? If not, do you have any suggestions for improving the definition to make it clearer?

No, the definition of ‘sustainability-related financial information’ is unclear because the Standards do not
provide a definition of ‘sustainability’. We note that the ISSB goes close to adopting the UN’s definition of
sustainability in paragraph BC30 of the Basis for Conclusions on [Draft] IFRS S1 General Requirements for
Disclosure of Sustainability-related Financial Information.

We believe that for the Standards to provide sufficient clarity, they require the ISSB to propose a definition
of ‘sustainability’ in the recommended Conceptual Framework document. The ISSB should consult on a
definition which takes the UN definition of ‘sustainability’, set out in paragraph BC 30, as its starting point.
An appropriately contained definition will be necessary to make the Standards workable in practice.

We also believe the use of the term ‘significant’ before ‘sustainability-related risks and opportunities’
which appears throughout the Exposure Draft is unclear. The term ‘significant’ is not defined. The
interaction between the judgment by an entity as to whether a sustainability-related risk or opportunity is
‘significant’ or ‘material’ is also unclear. There is ambiguity over whether the entfity is being requested to
make two separate judgments or the same judgment in relation to the sustainability-related risk or
opportunity.



We suggest that this could be resolved in two potential ways. Firstly, by replacing ‘significant’ with
‘material’. Alternatively, by inserting a definition of significant sustainability-related risk and opportunity
which states: “a sustainability-related risk or opportunity will be significant when it is material sustainability-
related financial information.”

Question 3—Scope (paragraphs 8-10)

Do you agree that the proposals in the Exposure Draft could be used by entities that prepare their general
purpose financial statements in accordance with any jurisdiction’s GAAP (rather than only those
prepared in accordance with IFRS Accounting Standards)? If not, why not?

No comment. Australia applies the IFRS Accounting Standards.

Question 4—Core content (paragraphs 11-35)

(a) Are the disclosure objectives for governance, strategy, risk management and metrics and targets
clear and appropriately defined? Why or why not?

We support the TCFD-based structure of the Exposure Draft and the four headings of disclosure of
Governance, Strategy, Risk Management and Metrics and Targets. We believe that, broadly speaking
and where disclosure normally takes place - such as for entities listed on market exchanges - it is
appropriate for entities to make disclosures in these areas. We also agree that boards should explain to
investors how their governance structures reflect their oversight of sustainability-related risks and
opportunities.

We express the same concerns already stated with the use of the word ‘significant’ in relation to the
disclosure objectives around Governance and Strategy and our concerns around the lack of a definition
of ‘sustainability’. In other respects, the disclosure objectives are clear and appropriately defined.

(b) Are the disclosure requirements for governance, strategy, risk management and metrics and targets
appropriate to their stated disclosure objective? Why or why not?

We consider the disclosure requirements are broadly suitable to their stated disclosure objective.
However, in our view, there should be a provision in the Standards allowing an entity not fo make a
disclosure where that disclosure might result in an unreasonable prejudice.

In Australia, management commentary is regulated by national legislation. The statutory scheme, which
sets out the requirements for management commentary, allows an enfity to omit material if it is likely to
result in ‘unreasonable prejudice’ to an entity or part of a consolidated entity.!

The Australian securities regulator, the Australian Securities and Investment Commission (ASIC), which
regulates management commentary, in its regulatory guidance states:

We think a useful approach to considering whether the publication of information would result in
unreasonable prejudice is to identify the adverse consequences that are likely to occur (i.e. the

prejudice), and then consider whether these consequences are unreasonable. We suggest that
the consequences would be unreasonable if, for example, disclosing the information is likely to




give third parties (such as competitors, suppliers and buyers) a commercial advantage, resulting
in a material disadvantage to the entity.?2

ASIC’s regulatory guidance notes that such material may include confidential and commercially sensitive
information, where disclosure would unreasonably damage the entity’s business. Examples could include
a planned hostile fakeover of a competitor or negofiations with potential new suppliers to address
sustainability risks. Disclosures of this nature would result in a commercial advantage to other
stakeholders, and a material disadvantage to the entity. As drafted, we are concerned that the Exposure
Draft requires entities to disclose that strategy as part of their risk management.

We recommend the Exposure Draft be amended to allow an entity to omit the disclosure of information if
it is likely to result in ‘unreasonable prejudice’. As in the Australian market, an entity should be required to
state that it has omitted information by relying on this exemption. Enfities should be required to disclose
the information once the disclosure will no longer result in unreasonable prejudice.

Question 5—Reporting entity (paragraphs 37-41)

(a) Do you agree that the sustainability-related financial information should be required to be provided
for the same reporting entity as the related financial statements? If not, why?

Yes.

(b) Is the requirement to disclose information about sustainability-related risks and opportunities related
to activities, interactions and relationships, and to the use of resources along its value chain, clear and
capable of consistent application? Why or why not? If not, what further requirements or guidance would
be necessary and why?

We believe that the requirement to disclose information about sustainability-related risks and
opportunities related to activities, interactions and relationships, and to the use of resources along ifs
value chain, is clear and capable of consistent application. We note the intention of the ISSB to release
further Standards that will contain similar provisions to the industry-based disclosure requirements set out
in Appendix B of the Exposure Draft of IFRS S2 Climate-related Disclosures. We expect that this will
progressively narrow the discretion to be applied by preparers considering their disclosure obligations
under this S1 general requirement. However, while we agree that a degree of specificity is important, a
more principles-based approach would allow flexibility to evolve with market practice and expectations.

We note that, in the Australian context, these are not disclosures that entities would typically make and,
accordingly, this is likely fo result in more extensive disclosure with associated legal risks fo manage.
Preparers and entfities will require fime to adjust to this arrangement, were it to be infroduced.
Accordingly, appropriate transitional arrangements will likely be necessary in the Australian market to
support comprehensive adoption and disclosure.

We believe it would be useful if the ISSB were to develop illustrative guidance to assist entities comply with
these obligations, especially if clear practice emerges following their infroduction.
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(c) Do you agree with the proposed requirement for identifying the related financial statements? Why or
why not?

Yes.

Question 6—Connected information (paragraphs 42-44)

(a) Is the requirement clear on the need for connectivity between various sustainability-related risks and
opportunities? Why or why not?

(b) Do you agree with the proposed requirements to identify and explain the connections between
sustainability-related risks and opportunities and information in general purpose financial reporting,
including the financial statements? Why or why not? If not, what do you propose and why?

Yes, we agree with the proposed requirement to disclose connected information to enable users to have
a clear understanding of the various information being disclosed.

We believe this would benefit from further illustrative guidance from the ISSB, particular as practice
evolves and develops. Preparers may find it difficult to strike a balance of providing sufficient connecting
information to users in reports, without overburdening the preparers and the users with excessive
disclosure.

Question 7—Fair presentation (paragraphs 45-55)

(a) Is the proposal to present fairly the sustainability-related risks and opportunities to which the entity is
exposed, including the aggregation of information, clear? Why or why not?

Yes.

(b) Do you agree with the sources of guidance to identify sustainability-related risks and opportunities
and related disclosures? If not, what sources should the entity be required to consider and why? Please
explain how any alternative sources are consistent with the proposed objective of disclosing
sustainability-related financial information in the Exposure Draft.

No, we do not agree with the provisions sef out in paragraphs 51 and 54 of the Exposure Draft.

Our concern is the requirement that the entity ‘shall consider’ the sources of guidance set out in
paragraphs 51 (a) through (d) and repeated in paragraph 54. The use of the word ‘shall’ makes this a
mandatory process where the entity must consider all these forms of guidance. While paragraphs (a)
and (b) refer to named Standards, paragraphs (c) and (d) are imprecise and contain open-ended
requirements.

Were the paragraph to apply as currently drafted, an entity would be required to conduct an indefinite
search of other Standards and practices in order fo comply with the provision. In practice, it seems hard
to understand how an entity would be able to comply with such a requirement. Similarly, such an
approach may run counter to the widely endorsed goal of the ISSB project, being to create greater
consistency and comparability of sustainability reporting.

As set out previously, to be capable of application, in our view a Standard must be precise and clearly
demarcated. In our view, the mandatory consideration process set out in paragraphs 51 and 54 does not
meet that requirement.



In Australia, directors must make a declaration that forms part of the financial statements, that the
financial statements comply with the accounting standards and provide a frue and fair view.3 A director
making a false declaration exposes themselves and the entity to civil and criminal liability.

As drafted, we believe that Australian directors would either be unable, or af the least very reluctant, to
comply with a similar obligation in relation to the Exposure Draft. It would be very difficult for a director to
assure themselves that the entity had complied with the imprecise and open-ended obligation as set out
in paragraphs 51 and 54 and therefore that the report complied with the sustainability standards and
provides a frue and fair view.

Likewise, in our discussion with external auditors and their professional representatives, we understand, for
the same reasons, that they believe this process will be very difficult to assure.

The difficulty for directors to make a declaration that would form part of a sustainability report and to
obtain external assurance over a report would, in our view, prevent adoption of the Standards as drafted
in Australia and/or expose entities and directors to unreasonable legal liability risk.

We understand the reason for the inclusion of paragraphs 51 and 54. We note that the ISSB is seeking
coordination with other standard-setting bodies, particularly the GRI, a process we strongly support.
Indeed we would urge as much consolidation of frameworks as possible to avoid the current
fragmentation of sustainability reporting.

We also note from discussions post the release of the consultation drafts, that the release of further
Standards on other subject-matters will mean the progressive narrowing of the application of this
paragraph.

We suggest an alternate approach to paragraphs 51 and 54 where it is a non-mandatory process that
assists entities identify sustainability-related risks and opportunities. This could be most easily achieved by
deleting the word ‘shall’ and inserting the word ‘may’. The use of the word ‘may’ would indicate that the
function may be exercised or not exercised at the person’s discretion.4

Question 8—Materiality (paragraphs 56-62)

(a) Is the definition and application of materiality clear in the context of sustainability-related financial
information? Why or why not?

Yes, Australian preparers are familiar with the IFRS definition of materiality. Please note this is subject to our
earlier concern expressed about the need to define ‘sustainability’.

(b) Do you consider that the proposed definition and application of materiality will capture the breadth of
sustainability-related risks and opportunities relevant to the enterprise value of a specific entity, including
over time? Why or why not?

Yes. The AICD does not support the inclusion of a ‘double materiality’ test. See our response to Question
14.




(c) Is the Exposure Draft and related lllustrative Guidance useful for identifying material sustainability -
related financial information? Why or why not? If not, what additional guidance is needed and why?

The Exposure Draft proposes a significant increase in the amount of sustainability-related financial
information that entities would be expected to disclose along a range of measures that would not fit the
commonly accepted definition of ‘sustainability’ e.g. geo-political risk.

As per our comment to Question 2 (b) above, a definition of sustainability needs to be made clear and
must be appropriately contained to make implementation of the Standard workable in practice.

Given the extent of the disclosure that the ISSB is suggesting is necessary, there should be extensive
illustrative guidance with examples outlining how various types of risk might be disclosed.

(d) Do you agree with the proposal to relieve an entity from disclosing information otherwise required by
the Exposure Draft if local laws or regulations prohibit the entity from disclosing that information? Why or
why not? If not, why?

Yes, doing otherwise would prevent adoption in some jurisdictions.

Question 9—Frequency of reporting (paragraphs 66-71)

Do you agree with the proposal that the sustainability-related financial disclosures would be required to
be provided at the same time as the financial statements to which they relate? Why or why not?

Yes. Considerations may need to arise around periodic reports for less than a financial year. For example,
in Australia, companies listed on the main market exchange (the Australian Stock Exchange (ASX)) are
also required to prepare and file a half-year financial report and directors report.s

It would seem appropriate that sustainability-related financial disclosures would occur no more than
annually and be released in conjunction with the annual financial report. The burden of more frequent
data collection and reporting would not be cost effective nor necessarily yield more useful information,
given six months is a relatively short period. There should be no corresponding requirement to release
sustainability-related financial disclosures alongside any periodic report outside the annual reporting
year.

In addition, we note that individual jurisdictions such as Australia will have separate contfinuous disclosure
obligations (regarding the timely public release of market sensitive information) that entities will need to
manage. Detailed comments on how these issues would apply in Australia are contained in our national
jurisdictional submission.

Question 10—Location of information (paragraphs 72-78)
(a) Do you agree with the proposals about the location of sustainability-related financial disclosures?
Why or why not?

Yes. We support the concept of some flexibility in the manner in which an entity locates its sustainability-
related financial disclosures, noting that different jurisdictions will employ different practices.




(b) Are you aware of any jurisdiction-specific requirements that would make it difficult for an entity to
provide the information required by the Exposure Draft despite the proposals on location?

Yes. The Exposure Draft seeks to regulate disclosures that traditionally have formed part of management
commentary. In Australia, management commentary is regulated by the Corporations Act and contains
different requirements to that set out within the Exposure Draft, with additional requirements for
companies listed on the Australian Stock Exchange (ASX). For example, there is a different materiality test
applicable to that disclosure.

Were Australia to adopt the ISSB Standards there would need to be consideration of the conflict
between the legislative requirements and any requirements set out in the Standards.

(c) Do you agree with the proposal that information required by IFRS Sustainability Disclosure Standards
can be included by cross-reference provided that the information is available to users of general
purpose financial reporting on the same terms and at the same time as the information to which it is cross
referenced? Why or why not?

Yes, this is a sensible and cost-effective way to provide for disclosure.

(d) Is it clear that entities are not required to make separate disclosures on each aspect of governance,
strategy and risk management for individual sustainability-related risks and opportunities, but are
encouraged to make integrated disclosures, especially where the relevant sustainability issues are
managed through the same approach and/or in an integrated way? Why or why not?

No comment.

Question 11—Comparative information, sources of estimation and outcome uncertainty, and
errors (paragraphs 63-65, 79-83 and 84-90)

(a) Have these general features been adapted appropriately into the proposals? If not, what should be
changed?

The proposals around estimation and outcome uncertainty raise some issues around forward-looking
statements within the Australian jurisdiction which need to be made on a reasonable basis to avoid legal
liability. See our response to question 16 for more details.

(b) Do you agree that if an entity has a better measure of a metric reported in the prior year that it should
disclose the revised metric in its comparatives?

No comment.

(c) Do you agree with the proposal that financial data and assumptions within sustainability-related
financial disclosures be consistent with corresponding financial data and assumptions used in the entity’s
financial statements to the extent possible? Are you aware of any circumstances for which this
requirement will not be able to be applied?

Yes, we agree with the proposal.



Question 12—Statement of compliance (paragraphs 91-92)

Do you agree with this proposal? Why or why not? If not, what would you suggest and why?

Without regulatory adjustments, we have some concern about the application of the standards in
Australia given the need for forward looking statements. Please see our answer to Question 16 for more
details.

Question 13—Effective date (Appendix B)

(a) When the ISSB sets the effective date, how long does this need to be after a final Standard is issued?
Please explain the reason for your answer, including specific information about the preparation that will
be required by entities applying the proposals, those using the sustainability-related financial disclosures
and others.

In the AICD’s view there will need to be transitional arrangements that will allow entities to roll out
Standards over time and adjust systems and models. However, these are best resolved at a jurisdictional
level, taking into account varying maturity levels.

(b) Do you agree with the ISSB providing the proposed relief from disclosing comparatives in the first year
of application? If not, why not?

No comment.

Question 14—Global baseline

IFRS Sustainability Disclosure Standards are intended to meet the needs of the users of general purpose
financial reporting to enable them to make assessments of enterprise value, providing a comprehensive
global baseline for the assessment of enterprise value.

Other stakeholders are also interested in the effects of sustainability-related risks and opportunities. Those
needs may be met by requirements set by others, including regulators and jurisdictions. The ISSB intends
that such requirements by others could build on the comprehensive global baseline established by the
IFRS Sustainability Disclosure Standards.

Are there any particular aspects of the proposals in the Exposure Draft that you believe would limit the
ability of IFRS Sustainability Disclosure Standards to be used in this manner? If so, what aspects and why?
What would you suggest instead and why?

Lack of Consolidation

When we wrote fo the IFRS Foundation supporting the establishment of the Infernational Sustainability
Standards Board, the AICD did so on the basis that we were looking for consolidation of existing reporting
standards. The prospect of consolidating sustainability standards so as to remove the ‘alphabet-soup’ of
Standards remains a key reason cited by Australian directors in support of the ISSB project.

We do not believe the Exposure Draft fully achieves that consolidation. Paragraphs 51 and 54 have the
opposite effect as they mandate disclosure under all existing standards requiring entifies to actually
proactively search for other standards, even when they might not be seen as particularly relevant to their
stakeholders. The main effect within Australia would be the rollout of SASB standards, a framework not
widely applied in this jurisdiction. A recent survey of 250 entities listed on the ASX that reported against a



framework or standard, found that a majority used TCFD (63 percent) or GRI Standards (55 percent).
Reporting against the <IR> Framework (5 percent) and SASB Standards (26 percent) was less prevalent.¢

This further supports the proposed amendments to paragraphs 51 and 54 of the Exposure Draft that we
have suggested in response to question 7(b).

Indeed, we recommend the SASB standards not be incorporated by reference into the ISSB standards,
without a more specific and detailed consultation being conducted.

More broadly, we believe it would be counter-productive for individual jurisdictions to adopt their own
bespoke regulatory approaches (noting recent EU developments for example). In an infer-connected
global economy, it is unreasonable for entities to be expected to comply with differing regulatory
regimes, which would not only create compliance challenges but also reduce the consistency and
comparability of sustainability reporting.

Investor focus

We note that the Exposure Draft is investor-focused with a financial materiality test based on enterprise
value. This aligns the Exposure Draft with the SASB standards on which it is based. This means that the ISSB
Standards differ from, for example, the GRI Standards and the CDP which cater to a broader range of
stakeholders (including investors) seeking to understand an organisation’s significant impacts on the
economy, environment, or people.

By retaining its investor, financial-materiality and enterprise-value focus the Exposure Draft and any
resultant standards are less likely to meet the needs of those broader range of stakeholders. This reduces
the likelihood of consolidation of the ISSB Standards with other standards such as the GRI (although we
welcome those two bodies’ stated commitment to coordinate work programs and standard-setfting
activifies). This investor and enterprise value focus may mean that preparers may be required or
expected to continue to issue sustainability reports under frameworks such as the GRI to meet the needs
of a broader group of stakeholders.

Notwithstanding this concern, we support the focus of the Exposure Draft. As noted, we do not support a
double materiality test, a concept not generally applied in Australia. We believe that were the focus to
be expanded to other stakeholders the scope of any resultant standards would be prohibitive and its
complexity and the cost of implementation would likely mitigate against global adoption. The slightly
narrower focus on enterprise value, investors and financial materiality will be easier for jurisdictions such
as Australia to adopf, albeit still a very challenging prospect.

Question 15—Digital reporting

Do you have any comments or suggestions relating to the drafting of the Exposure Draft that would
facilitate the development of a Taxonomy and digital reporting (for example, any particular disclosure
requirements that could be difficult to tag digitally)?

No comment.
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Question 16—Costs, benefits and likely effects

(a) Do you have any comments on the likely benefits of implementing the proposals and the likely costs
of implementing them that the ISSB should consider in analysing the likely effects of these proposals?

On balance, the AICD considers the benefits will outweigh the costs.

Subject to refinements, and if implemented appropriately, the ISSB standards can help achieve a global
baseline for sustainability related reporting which would allow for greater quality, consistency, and
comparability. This improved disclosure will not only allow investors to make better informed investment
decisions, and support more efficient global capital flows, but also support broader stakeholders to assess
the sustainability performance of companies.

However, it must be acknowledged, that the proposed infroduction of the ISSB standards will have a
significant cost implication for many entfities, including in the Australian market, which would be
expected to report extensively on a range of matters that they do not currently. This will likely require a
significant lift in resourcing from within entities along with the broader adviser community to allow robust,
accurate, assurable disclosures to be made. In this regard, we note the particular challenges around
forward-looking statement risk that will need be addressed (see Herbert Smith Freehills legal analysis
below).

As noted previously, an appropriate fransition phase must be built info implementation to recognise the
significant undertaking involved, including uplift in skills and capability across global and domestic
economies. For example, it appears that there is currently a shortage of ESG focused professionals
capable of carrying out the work required by the Standards, both in terms of preparation of reports as
well as assurance of them.

Costs will be more pronounced if the scope of the Standards is not appropriately demarcated, and/or
implementation is rushed without working through the complex issues posed. This notwithstanding, there is
a clear need for all parts of the global economy to work quickly and collaboratively to seek to achieve
the targets of the Paris Agreement.

Some specific implementation issues in the Australian market are addressed in our response to the
following question.

(b) Do you have any comments on the costs of ongoing application of the proposals that the ISSB should
consider?

We wish to bring the ISSB's aftention to certain regulatory and legislative arrangements that may affect
the adoption of the ISSB Standards within Australia. While we do not suggest that these are maftters that
the ISSB necessarily need reflect within the Standards, we believe the ISSB should be cognisant of the
arrangements and pressures that will affect local implementation, and which point fowards a phased-in
approach. We will engage on these matters in more detail within our jurisdiction.

The following is based on commissioned advice from global law firm, Herbert Smith Freehills, regarding
domestic implementation of the proposed Standards.

Forward looking statement risk

Under s.769C of the Australian Corporations Act, where a person makes a representation with respect to
any future matter (including the doing of, or refusing to do, any act), the representation will
automatically be taken to be misleading if the person does not have reasonable grounds for making the



representation. The subjective belief of the person at the tfime that the representation was made is
immaterial, even if it was honestly held. Similar provisions are included in s.12BB of the ASIC Act 2001 and
s.4 of the Australian Consumer Law (ACL) and, in the case of the ACL in particular, the person making the
representation is also deemed not fo have reasonable grounds unless they adduce evidence to the
contrary.

Accordingly, forward-looking statements place an evidential burden on the person who makes the
representation, to adduce evidence that there were reasonable grounds for making it. Any
representation in a periodic report that is not supported by reasonable grounds will automatically be
deemed to be misleading, with associated penalties.

Many aspects of the proposed ISSB Standards require estimation or prediction of the impacts of risks and
opportunities for the reporting entity, notwithstanding that those impacts are inherently unknowable, and
the relevant disclosure would be speculative — and for that reason, likely to be questioned as not being
based on reasonable grounds (and therefore misleading). For example, it is likely to be challenging (and
potentially impossible) for a reporting entity to establish reasonable grounds with respect to its the
required disclosure of the ‘anticipated effects [of sustainability-related risks] over the short, medium and
long term’ as is required by paragraph 15(d) of the Exposure Draft.

Further, the Exposure Draft explicitly requires disclosure when there are not reasonable grounds for
making it. For example, paragraph 79 of the Exposure Draft requires disclosure even when metrics can
only be estimated and are subject to uncertainty. In practice, this would require a company fo
acknowledge that the forward-looking statement does not have a reasonable basis.

Herbert Smith Freehills has advised Australia’s current periodic reporting requirements are principally
backward-looking in nature, which affords reporting entities a considerable degree of certainty over their
disclosure and carries comparatively lower levels of disclosure risk. Indeed, Australian securities laws and
ASIC policy guidance (such as ASIC Regulatory Guide 170) discourage statements involving speculation
and supposition, as opposed to information that can be positively demonstrated to have a reasonable
basis and that is based on reasonable assumptions, rather than hypothetical projections.

Higher liability risks in Australia than other jurisdictions

Compared to their counterparts in certain other jurisdictions, reporting entities and officers in Australia are
particularly exposed to this risk, because in Australia, there is no ‘safe harbour’ exemption which allows
for the exclusion of liability by identifying a statement as a forward-looking statement and including a
proximate cautionary statement.”

There is heightened regulator risk for directors because, in Australia, the securities regulator ASIC often
pursues directors for alleged breaches of their directors’ duties including fiduciary obligations such as the
duty of care and diligence. This contrasts to similar jurisdictions such as the UK and US, where
enforcement of such duties is largely left to private litigants.

Finally, Australia has a uniquely facilitative class actions regime. This means that boards of Australian
companies listed on the ASX are faced with higher reputational and liability risks from disclosure-based
shareholder class actions than boards in many of the world’s other major capital markets, including the
UK and US.
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In summary, Australian directors and entities are likely to be exposed to higher liability risk than other
jurisdictions were the Standards to be adopted in their current form and under existing domestic laws and
arrangements.

Need for tailored regulatory settings to support implementation

As already noted, we believe that these matters are capable of resolution at a domestic level via
fransitional arrangements and targeted legislative amendments.

For example, the forward-looking statements required by the standards could be subject to a specific
safe harbour from liability to encourage good faith disclosure.

Another option would be to ensure that any Australian standard implementing the ISSB standard, makes
clear the uncertainties inherent in such disclosures while providing some guidance on the types of
disclosures that would be expected and the caveats around them.
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Exposure Draft IFRS S2 Climate-related Disclosures

General Comments

As set out in our response to IFRS S1, we have concerns about the requirement for the disclosure of
‘significant’ climate-related risks and opportunities due to the lack of clarity around the meaning of
‘significant’ and its interaction with the materiality test within the Exposure Drafi(s).

As we also set out in that response, we believe that where entities are making disclosures around
strategy, risks or opportunifies that entity should be able to omit disclosure where disclosure is likely to
result in ‘'unreasonable prejudice’.

These same concerns arise regarding terminology used throughout Exposure Draft IFRS S2 Climate-related
Disclosures (Exposure Draft) — for example, use of the phrase significant climate-related risks and
opportunities occurs frequently. Rather than specifying those concerns for each question we make the
same general comment in relation to all occurrences within the Exposure Draft noting we proposed
solutions in our response to the S1 Exposure Draft.

Question 1—Objective of the Exposure Draft
(a) Do you agree with the objective that has been established for the Exposure Draft? Why or why not?
Yes, we agree with the TCFD alignment and the alignment with the S1 Exposure Draft.

(b) Does the objective focus on the information that would enable users of general purpose financial
reporting to assess the effects of climate-related risks and opportunities on enterprise value?

Yes, we believe it appropriately focuses on that information.

(c) Do the disclosure requirements set out in the Exposure Draft meet the objectives described in
paragraph 1? Why or why not? If not, what do you propose instead and why?

Yes, we consider it meets those objectives.

Question 2—Governance

Do you agree with the proposed disclosure requirements for governance processes, controls and
procedures used to monitor and manage climate-related risks and opportunities? Why or why not?

Yes, we support the alignment with TCFD.



Question 3—Identification of climate-related risks and opportunities

(a) Are the proposed requirements to identify and to disclose a description of significant climate-related
risks and opportunities sufficiently clear? Why or why not?

Yes, we support a broad principles-based approach to disclosure as set out in the Exposure Draft.

(b) Do you agree with the proposed requirement to consider the applicability of disclosure topics
(defined in the industry requirements) in the identification and description of climate-related risks and
opportunities? Why or why not? Do you believe that this will lead to improved relevance and
comparability of disclosures? Why or why not? Are there any additional requirements that may improve
the relevance and comparability of such disclosures? If so, what would you suggest and why?

It is difficult for the AICD to comment on the disclosure topics defined in the industry disclosure
requirements (Appendix B). Australia is not a jurisdiction where SASB Standards are commonly applied
and there is limited understanding of them. A recent review of 250 entities listed on the ASX that reported
against a framework or standard, found that a majority used TCFD (63 percent) or GRI Standards (55
percent). Reporting against the <IR> Framework (5 percent) and SASB Standards (26 percent) was less
prevalent.!

Appendix B is voluminous with extensive and detailed disclosure requirements and there has not been
the opportunity for Australian preparers to properly understand the implications of these disclosure
requirements. The large number of metrics set out in the Appendix does raise concerns about how cost
effective the process will be, especially as there are more metrics fo come in future Standards.

It will be important for the ISSB to set out how reviews of the matters contained within Appendix B will
occur in the future, as they form “an integral part” of the Standard.

Given the complexity of the SASB standards, we suggest that a dedicated consultation take place on this
proposed aspect of the ISSB framework.

Question 4—Concentrations of climate-related risks and opportunities in an entity’s value chain

(a) Do you agree with the proposed disclosure requirements about the effects of significant climate-
related risks and opportunities on an entity’s business model and value chain? Why or why not?

Yes, they align with the TCFD framework.

(b) Do you agree that the disclosure required about an entity’s concentration of climate-related risks and
opportunities should be qualitative rather than quantitative? Why or why not? If not, what do you
recommend and why?

Yes, it is appropriate that entities provide qualitative, narrative reporting on climate-related risks and
opportunities. For the reasons detailed elsewhere, in many areas, there are significant challenges around
quantitative disclosure.




Question 5—Transition plans and carbon offsets

(a) Do you agree with the proposed disclosure requirements for transition plans? Why or why not?

Yes, we believe it is reasonable for entities to disclose their transition plans, noting, as already stated, that
an entity should be able to not disclose where disclosure is likely to result in ‘unreasonable prejudice’.

(b) Are there any additional disclosures related to transition plans that are necessary (or some proposed
that are not)? If so, please describe those disclosures and explain why they would (or would not) be
necessary.

No.

(c) Do you think the proposed carbon offset disclosures will enable users of general purpose financial
reporting to understand an entity’s approach to reducing emissions, the role played by carbon offsets
and the credibility of those carbon offsets? Why or why not? If not, what do you recommend and why?

No comment.

(d) Do you think the proposed carbon offset requirements appropriately balance costs for preparers with
disclosure of information that will enable users of general purpose financial reporting to understand an
entity’s approach to reducing emissions, the role played by carbon offsets and the soundness or
credibility of those carbon offsets? Why or why not? If not, what do you propose instead and why?

Yes.

Question 6—Current and anticipated effects

(a) Do you agree with the proposal that entities shall disclose quantitative information on the current and
anticipated effects of climate-related risks and opportunities unless they are unable to do so, in which
case qualitative information shall be provided (see paragraph 14)? Why or why not?

Yes. We have particular concerns around the need to make forward-looking statements in this respect,
noting that Australian directors and corporations are exposed to particular liability risks. Please see our
response to Question 12 for more detail.

(b) Do you agree with the proposed disclosure requirements for the financial effects of climate-related
risks and opportunities on an entity’s financial performance, financial position and cash flows for the
reporting period? If not, what would you suggest and why?

Yes, arguably this is already required under the IASB’'s accounting standards. We note that in Australia,
the Australian Accounting Standards Board and Auditing and Assurance Standards Board have already
issued guidance on Climate-related and other emerging risks disclosures: assessing financial statement
materiality using AASB/IASB Practice Statement 2.

(c) Do you agree with the proposed disclosure requirements for the anticipated effects of climate-related
risks and opportunities on an entity’s financial position and financial performance over the short, medium
and long term? If not, what would you suggest and why?

Yes, although we believe this would benefit from some more illustrative guidance about how it is
proposed that this requirement would interact with the accounting standards and how disclosure of
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financial impacts might occur when it does not meet, for example, recognition requirements under the
accounting standards.

Question 7—Climate resilience

(a) Do you agree that the items listed in paragraph 15(a) reflect what users need to understand about the
climate resilience of an entity’s strategy? Why or why not? If not, what do you suggest instead and why?

Yes.

(b) The Exposure Draft proposes that if an entity is unable to perform climate-related scenario analysis,
that it can use alternative methods or techniques (for example, qualitative analysis, single-point
forecasts, sensitivity analysis and siress tests) instead of scenario analysis to assess the climate resilience
of its strategy.

(i) Do you agree with this proposal? Why or why not?

Yes. Notwithstanding an increasing take up of TCFD reportfing by larger entities, there are many entities
which are yet to implement it, especially those not listed on market exchanges. Implementation of TCFD
often takes several years to embed effectively and is not cost-effective for smaller entities, that could be
subject to this Standard (depending on the final scope of application).

Some flexibility as proposed here is appropriate. A similar approach was taken by the Australian
Prudential Regulation Authority which supervises institutions across banking, insurance and
superannuation.2 There should be recognition in the Standards that full adoption of the TCFD is likely to be
an iterative process for entities — disclosure in year one of adoption is likely to be materially different in
terms of quality and scale than disclosure in say year three.

(ii) Do you agree with the proposal that an entity that is unable to use climate-related scenario analysis to
assess the climate resilience of its strategy be required to disclose the reason why? Why or why not?

Yes, climate-related scenario analysis should be the default position, effectively included on an ‘if not
why not’ basis.

(iii) Alternatively, should all entities be required to undertake climate-related scenario analysis to assess
climate resilience? If mandatory application were required, would this affect your response to Question
14(c) and if so, why?

No, see response to question (b)(i) above.

(c) Do you agree with the proposed disclosures about an entity’s climate-related scenario analysis? Why
or why not?

Yes, these align broadly with TCFD requirements.

(d) Do you agree with the proposed disclosure about alternative techniques (for example, qualitative
analysis, single-point forecasts, sensitivity analysis and stress tests) used for the assessment of the climate
resilience of an entity’s strategy? Why or why not?




Yes.

(e) Do the proposed disclosure requirements appropriately balance the costs of applying the
requirements with the benefits of information on an entity’s strategic resilience to climate change? Why or
why not? If not, what do you recommend and why?

Yes. While there will be significant costs for entities applying the disclosure requirements there is a broad
expectation among stakeholders that larger and more sophisticated entities, such as financial institutions
or those listed on stock exchanges, comply with the TCFD.

As noted in our response to Question 3(b), take up of the TCFD is relatively high amongst listed entities,
but significantly less so in other sectors. In the AICD's ongoing consultation with directors, there is general
acceptance of the need for entities to adopt the TCFD framework. The Exposure Draft sets out an
appropriate Standard to allow for TCFD reporting.

Question 8—Risk management

Do you agree with the proposed disclosure requirements for the risk management processes that an
entity uses to identify, assess and manage climate-related risks and opportunities? Why or why not? If not,
what changes do you recommend and why?

No, we do not agree with the proposed disclosure requirements for the risk management processes that
an entity uses to identify, assess and manage climate-related risks and opportunities. We do not believe
the level of prescription in the Exposure Draft is necessary and that a more principles-based approach
would allow entities to best communicate their risk management approach.

We note that paragraphs 4 to 6 of the Exposure Draft, which provide for disclosures around governance
already includes disclosure on, inter alia, how the (board) and its committees consider climate-related
risks and opportunities when overseeing the entity’s strategy, its decisions on major transactions, and its
risk management policies, including any assessment of frade-offs and analysis of sensitivity to uncertainty
that may be required.

With respect to specific risk management proposals, in our opinion the Standard should align more
closely to the wording in the TCFD and require disclosure of:

e therisk management processes for identifying and assessing climate-related risks;

e adescription of how the entity determines the relative significance of climate-related risks in relation
to other risks;

* how the entity makes decisions to mitigate, fransfer, accept, or control those risks;
e how the entity prioritises climate-related risks;

e adescription of whether they consider existing and emerging regulatory requirements related to
climate change (e.g., limits on emissions) as well as other relevant factors considered;

e processes for assessing the potential size and scope of identified climate-related risks; and

e definitions of risk ferminology used or references to existing risk classification frameworks used.



Question 9—Cross-industry metric categories and greenhouse gas emissions

(a) The cross-industry requirements are intended to provide a common set of core, climate-related
disclosures applicable across sectors and indusiries. Do you agree with the seven proposed cross-
indusiry metric categories including their applicability across industries and business models and their
usefulness in the assessment of enterprise value? Why or why not? If not, what do you suggest and why?

We have some concerns about how entities might be expected to report the amount and percentage
of assets or business activities vulnerable to fransition or physical risks or aligned with climate-related
opportunities as well as capital deployment. Given the difficult judgments involved, the reliability and
accuracy of any figure would be questionable. These appear to be matters more suited to qualitative
disclosures, as set out elsewhere within the Exposure Draft.

(b) Are there any additional cross-industry metric categories related to climate-related risks and
opportunities that would be useful to facilitate cross-industry comparisons and assessments of enterprise
value (or some proposed that are not)? If so, please describe those disclosures and explain why they
would or would not be useful to users of general purpose financial reporting.

(c) Do you agree that entities should be required to use the GHG Protocol to define and measure Scope
1, Scope 2 and Scope 3 emissions? Why or why not? Should other methodologies be allowed? Why or
why not?

(d) Do you agree with the proposals that an entity be required to provide an aggregation of all seven
greenhouse gases for Scope 1, Scope 2, and Scope 3— expressed in CO2 equivalent; or should the
disclosures on Scope 1, Scope 2 and Scope 3 emissions be disaggregated by constituent greenhouse
gas (for example, disclosing methane (CH4) separately from nitrous oxide (NO2))?

(e) Do you agree that entities should be required to separately disclose Scope 1 and Scope 2 emissions
for: (i) the consolidated entity; and (ii) for any associates, joint ventures, unconsolidated subsidiaries and
affiliates? Why or why not?

No comment on matters (b) through (e).

(f) Do you agree with the proposed inclusion of absolute gross Scope 3 emissions as a cross-indusiry
metric category for disclosure by all entities, subject to materiality? If not, what would you suggest and
why?

Yes, we believe it is necessary to disclose Scope 3 emissions subject to materiality. In our discussions with

directors, they acknowledge that stakeholders are increasingly demanding this information from entities.
However, we note that in jurisdictions such as Australia there is currently limited reporting of Scope 3 and
potentially limited gathering of Scope 2 information by many entities.

In our view, there will need to be an appropriate transition period to enable the creation of systems that
will allow entities to capture reliable information to support accurate Scope 3 disclosure. It should also be
acknowledged that timing constraints may be difficult fo navigate, particularly where disclosures are
made at the same time as the annual report. For example, an entity is unlikely to have all of its Scope 3
related data available in fime, given it will be reliant on external inputs that may not yet be available.



Question 10—Targets

(a) Do you agree with the proposed disclosure about climate-related targets? Why or why not?
Yes, as this aligns with the TCFD.

(b) Do you think the proposed definition of ‘latest international agreement on climate change’ is
sufficiently clear? If not, what would you suggest and why?

Yes.

Question 11—Industry-based requirements

(a) Do you agree with the approach taken to revising the SASB Standards to improve the international
applicability, including that it will enable entities to apply the requirements regardless of jurisdiction
without reducing the clarity of the guidance or substantively altering its meaning? If not, what alternative
approach would you suggest and why?

Yes, although we note that there are still occasions when US-based measurements are used within the
Standards e.g. square feet, pounds efc. In our opinion, the standards should be converted so that they
solely use the metric system to allow international application.

(b) Do you agree with the proposed amendments that are intended to improve the international
applicability of a subset of indusiry disclosure requirements? If not, why not?

(c) Do you agree that the proposed amendments will enable an entity that has used the relevant SASB
Standards in prior periods to continue to provide information consistent with the equivalent disclosures in
prior periods? If not, why not?

SASB standards are not widely used within Australia — see answer to question 3 (b) above.

(d) Do you agree with the proposed industry-based disclosure requirements for financed and facilitated
emissions, or would the cross-industry requirement to disclose Scope 3 emissions (which includes
Category 15: Investments) facilitate adequate disclosure? Why or why not?

(e) Do you agree with the industries classified as ‘carbon-related’ in the proposals for commercial banks
and insurance entities? Why or why not? Are there other industries you would include in this classification?
If so, why?

(f) Do you agree with the proposed requirement to disclose both absolute- and intensity-based financed
emissions? Why or why not?

(g) Do you agree with the proposals to require disclosure of the methodology used to calculate financed
emissions? If not, what would you suggest and why?

(h) Do you agree that an entity be required to use the GHG Protocol Corporate Value Chain (Scope 3)
Accounting and Reporting Standard to provide the proposed disclosures on financed emissions without
the ISSB prescribing a more specific methodology (such as that of the Partnership for Carbon Accounting
Financials (PCAF) Global GHG Accounting & Reporting Standard for the Financial Industry)? If you don’t
agree, what methodology would you suggest and why?



(i) In the proposal for entities in the asset management and custody activities indusiry, does the
disclosure of financed emissions associated with total assets under management provide useful
information for the assessment of the entity's indirect transition risk exposure? Why or why not?

We understand that both Australion and global financial services entities are limited in their ability to
accurately measure, and therefore disclose, financed and facilitated emissions due to a lack of data
availability and methodology gaps. However, we are aware that there are global and domestic
processes underway to try to achieve standardisation. This lack of an industry benchmark makes it
impossible for comparable data to be produced currently. Accordingly, we would support an
appropriately phased in approach.

Further questions on the specifics of the proposed disclosure requirements should be directed to financial
services entities and their respective industry bodies.

Question 12—Costs, benefits and likely effects

(a) Do you have any comments on the likely benefits of implementing the proposals and the likely costs
of implementing them that the ISSB should consider in analysing the likely effects of these proposals?

(b) Do you have any comments on the costs of ongoing application of the proposals that the ISSB should
consider?

As already noted, the costs of infroducing these arrangements in Australia will be significant. Australia
currently lags jurisdictions such as the EU in the collection and reporting of non-financial information.
There will need to be an appropriate transition period to allow for the establishment of systems, the
festing of methodologies and the resolution of skills and workforce shortages to effectively report under
the new ISSB standards.

Further, according to legal advice obtained from Herbert Smith Freehills, the operation of Australian laws
and regulations, mean that Australian directors would be placed at higher liability risk than global
counterparts were the Standards to be adopted under current arrangements. This is because of the
requirement that forward-looking statements be made on reasonable grounds, as well as the operation
of Australia’s public enforcement of directors’ duties and a facilitative class actions environment.

The Exposure Draft contains numerous examples where an entity would be required to make a forward-
looking statement that would be very difficult to satisfy the reasonable grounds standards of Australian
law. We believe that these matters are capable of being resolved at a jurisdictional level and do not
require amendment of the Exposure Draft, however we consider they are important to bring to the ISSB's
aftention as they may hinder Australian market adoption.3

(c) Are there any disclosure requirements included in the Exposure Draft for which the benefits would not
outweigh the costs associated with preparing that information? Why or why noit?

Liability risks will need to be appropriately addressed in the implementation of the proposed Standard. In
particular, we note that some investors have acknowledged the serious risk that legal liability
considerations may undermine effective climate related reporting. In particular, the world's largest
institutional investor, BlackRock, in the context of its recent submission to the SEC's climate disclosure
consultation stated:




Protections from liability: the liability attached to climate-related disclosure should be commensurate with
the evolving nature of that disclosure to encourage rather than discourage higher quality disclosure. We
urge regulators to adopt a liability framework that provides meaningful protection from legal liability for
disclosures provided in good faith while standards continue to evolve, and that gives companies the
flexibility they need to develop their disclosures without imposing a chilling effect [emphasis added].#

It is important to highlight that Blackrock’s comments were made in an US environment with significantly
less disclosure risk than the Australian market (see below).

As already noted, the challenges of infroducing these arrangements in Australia will be significant.
Australia currently lags jurisdictions such as the EU in the collection and reporting of non-financial
information. There will need to be an appropriate transition period to allow for the establishment of
systems, the festing of methodologies and the resolution of skills and workforce shortages to effectively
report under the new ISSB standards.

Further, according to legal advice obtained from Herbert Smith Freehills, the operation of Australian laws
and regulations, mean that Australian directors would be placed at higher liability risk than global
counterparts were the Standards to be adopted under current arrangements. This is because of the
requirement that forward-looking statements be made on reasonable grounds, as well as the operation
of Australia’s public enforcement of directors' duties and a facilitative class actions environment.

The Exposure Draft contains numerous examples where an entity would be required to make a forward-
looking statement that would be very difficult to satisfy the reasonable grounds standards of Australian
law. We believe that these matters are capable of being resolved at a jurisdictional level and do not
require amendment of the Exposure Draft, however we consider they are important to bring to the ISSB's
attention as they may hinder Australian market adoption.s

Question 13—Verifiability and enforceability

Are there any disclosure requirements proposed in the Exposure Draft that would present particular
challenges to verify or to enforce (or that cannot be verified or enforced) by auditors and regulators? If
you have identified any disclosure requirements that present challenges, please provide your reasoning.

There are no particular challenges around verification in the body of the Standard although we note that
there will be assurance challenges around the provision of information from third-parties that, for
example, may be used to calculate an entities Scope 3 emissions.

We are unable to comment on the verifiability of the matters contained in Appendix B, for the reasons set
out in response to Question 3(b).

Question 14—Effective date
(a) Do you think that the effective date of the Exposure Draft should be earlier, later or the same as that of

[draft] IFRS S1 General Requirements for Disclosure of Sustainability-related Financial Information? Why?

As noted, the S1 Exposure Draft presents some greater complexities than S2. Accordingly, the effective
date should either be the same or earlier than S1.

4 BlackRock submission to the SEC: Enhancement and Standardization of Climate-Related Disclosures for Investors (File Number S7-
10-22), 17 June 2022, available here.


https://www.blackrock.com/corporate/literature/publication/sec-enhancement-and-standardization-of-climate-related-disclosures-for-investors-061722.pdf

(b) When the ISSB sets the effective date, how long does this need to be after a final Standard is issued?
Please explain the reason for your answer including specific information about the preparation that will
be required by entities applying the proposals in the Exposure Draft.

There will need to be a fransitional period but in our view this issue is best resolved at a jurisdictional level
taking info account relative maturity levels. In the Australian context, a minimum two to three year
phase-in period may be appropriate.

(c) Do you think that entities could apply any of the disclosure requirements included in the Exposure
Draft earlier than others? (For example, could disclosure requirements related to governance be applied
earlier than those related to the resilience of an entity’s strategy?) If so, which requirements could be
applied earlier and do you believe that some requirements in the Exposure Draft should be required to be
applied earlier than others?

Some of the qualitative disclosures around governance, risk and opportunity are capable of earlier
disclosure than some of the quantitative measures, especially around Scope 3 emissions, or those
involving scenario planning where practice is sfill relatively immature.

Question 15—Digital reporting

Do you have any comments or suggestions relating to the drafting of the Exposure Draft that would
facilitate the development of a Taxonomy and digital reporting (for example, any particular disclosure
requirements that could be difficult to tag digitally)?

No comment.

Question 16—Global baseline

Are there any particular aspects of the proposals in the Exposure Draft that you believe would limit the
ability of IFRS Sustainability Disclosure Standards to be used in this manner? If so, what aspects and why?
What would you suggest instead and why?

See our answer to Question 14 of the S1 Exposure Draft.
Question 17—Other comments
Do you have any other comments on the proposals set out in the Exposure Draft?

No.
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Emmanuel Faber
Chair, International Sustainability Standards Board (ISSB)

Ref: Feedback on Exposure draft IFRS S1 General Requirements for Disclosure of
Sustainability-related Financial Information and IFRS S2 Climate-related Disclosures

The Asia Investor Group on Climate Change (AIGCC) welcomes the opportunity to comment
on the General Requirements Exposure Draft and the Climate Exposure Draft published by
the International Sustainability Standards Board in March 2022.

AIGCC members include over 60 Asian and international institutional investors active in 11
markets with over USD 36 trillion funds under management. AIGCC is also a network partner
of the Investor Agenda, a coalition of seven investor groups - AIGCC, Ceres, Institutional
Investors Group on Climate Change (IIGCC), Investor Group on Climate Change (IGCC), CDP,
Principles for Responsible Investment (PRI) and UNEP Finance Initiative, working
collaboratively on accelerating investor action towards a net-zero emissions economy, as well
as the Asia network partner supporting the Paris Aligned Investor Initiative and the Net Zero
Asset Managers Initiative.

AIGCC supports the development of consistent sustainability reporting standards globally.
While several markets have implemented mandatory disclosure standards, including many
major Asian markets, there is some level of fragmentation in the standards that are being
implemented. It is important now more than ever to develop a comprehensive and globally
interoperable standard for sustainability reporting. Further delays in developing a global
standard for sustainability disclosures will result in increasing costs, risks for the investment
community as well as reporting entities operating internationally, and ultimately result in
difficulties to give effect to the much-needed sustainability transition.

AIGCC strongly supports the work of the ISSB, and the collaboration set up between the ISSB
and the Global Reporting Initiative (GRI) to ensure good international convergence on globally
accepted sustainability disclosure standards. We support the alignment of the ISSB exposure
draft on climate disclosures with the Taskforce on Climate-related Financial Disclosures
(TCFD) recommendations since the TCFD recommendations have already been accepted and
mandated across several major Asian and global markets. We also appreciate ISSB's efforts
to form a working group of jurisdictional representatives to help work closely with regional
governments and regulators on implementation and standardisation of disclosure standards
across regions.

aigcc.net Asia Investor Group on Climate Change
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With this overview in mind, we have the following high-level comments on the General
Requirements Exposure Draft and the Climate Exposure Draft published by ISSB in March
2022:

Firstly, the exposure drafts should be as precise as possible regarding the scope of
information related to sustainability and climate that is being targeted by the standards by
further clarifying definitions and explaining differences between the terms used in the draft
relating to the scope such as ‘significant’, ‘materiality’, etc. Subjective interpretation of these
terms could result in disclosure documents with varying levels of information resulting
ultimately in a failure to develop a standard that is able to elicit the required extent of
essential information from reporting entities.

Secondly, linking the information disclosure on impacts of company on people, planet,
environment, and economy as it relates to enterprise value alone, will be seen as inadequate
by several stakeholders. Disclosure standards should aim to keep up with the growing
information needs of stakeholders that will rely on these sustainability disclosures to make
important decisions regarding investments, regulations, compliance, etc. Easy access to the
necessary information pertaining to the direct impact of corporates on the people, planet and
environment would facilitate faster alleviation of these risks and address related climate
concerns. Investors in Asia are increasingly expecting companies to adopt a double
materiality approach regarding assessing materiality for information disclosure.” Several
investors have mandates that are more holistic, extending beyond creating financial value
alone and will therefore need access to various kinds of non-financial data regarding the
impact of the business on the environment and society to make crucial decisions to support
sustainability and the net zero transition.

We support that ISSB has adopted a ‘building block’ approach to sustainability standards with
the IFRS standards forming the baseline building block through a common global baseline for
climate-related disclosures beyond which other reporting structures that mandate further
disclosure requirements can operate as well. We recommend that ISSB works closely with GRI
and other bodies that are responsible for reporting standards with a double materiality
approach, to ensure seamless interoperability of the ISSB standards with these other
reporting structures. Also recognising that it may take some time for sustainability standards
to reach global consensus regarding its scope, content, and applicability, we recommend that
the reporting entities incorporate a broad stakeholder engagement process as a first step
towards developing an information disclosure document to ensure information matters that
are significant to relevant stakeholders are not overlooked in the final disclosure report.

1 See Responsible Investor article on ‘Almost half of Japanese investors call for double materiality approach
in disclosures - survey' (February 2022) here.

aigcc.net Asia Investor Group on Climate Change
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Disclosure standards in other jurisdictions include the double materiality factor - for example,
the European Financial Reporting Advisory Group'’s draft European Sustainability Reporting
Standards for the Corporate Sustainability Reporting Directive incorporate disclosure
obligations that include entities’ impacts on nature, society, and the climate. Going one step
further, the Corporate Sustainability Due Diligence Directive which operates alongside the
Corporate Sustainability Reporting Directive and requires companies to integrate ESG due
diligence into all their corporate policies, which must be updated annually. This includes
identification of adverse human and environmental impacts in the operation of the company,
its subsidiaries and throughout its value chain and then creation of preventive action plans
with clear timeline. ISSB should aim to use its influence and position to encourage regulators
to progress towards such standards for measuring and enabling action on preventing and
mitigating impacts to nature, society, and climate.

Thirdly, investors’ priority would be to have access to information as soon as possible, to
facilitate investor action. As several reporting entities have expressed concern regarding their
ability to accurately provide forward-looking information, including undertaking scenario
analysis to the extent they are able, it is crucial that they are provided with the required
guidance and tools to be able to comply with these requirements. ISSB should work to
aggregate service providers and data experts that will be able to assist reporting entities with
these reporting requirements. More broadly, while these asks may be seen as challenging for
certain entities, it is crucial that the disclosure requirements do not hold them back from
undertaking the reporting process under the prescribed standard. While scenario analysis
should continue to remain the preferred option to understand the resilience of an entity's
strategy to assess impacts of climate risks, there should be some level of flexibility built in for
a fixed transition term as companies adjust, such as alternative methods or other options.

Fourthly, efforts are underway to provide more clarity on how the current implemented
disclosure standards differ across jurisdictions, specifically for the benefit of international
investors and corporates. While implementing the ISSB standards, to facilitate faster and
easier implementation, the ISSB should aim to elaborate upon how the approach of the ISSB
standards compares and overlap with other sustainability disclosure frameworks that are
widely used in each market.

Fifthly, as recommended by the other Investor Agenda network partners as well, we
recommend that the ISSB incorporates within the climate disclosure requirements, the
disclosure indicators established by the Climate Action 100+ Net Zero Company Benchmark?
and recommended disclosures under the Paris Aligned Investment Initiatives’ Net Zero

2 See Climate Action 100+ Net Zero Company Benchmark here; more details available here.

aigcc.net Asia Investor Group on Climate Change
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Investment Framework?® and the Investor Agenda’s Investor Climate Action Plans expectations
ladder.

In conclusion, AIGCC warmly welcomes the ISSB Exposure Drafts IFRS S1 General
Requirements for Disclosure of Sustainability-related Financial Information and IFRS S2
Climate-related Disclosures as leap forward in ensuring transparent and reliable disclosure
of sustainability and climate-related information.

Please do reach out to us for any further clarification or assistance that we may provide. We
look forward to continued engagement in development of the disclosure standards.

Yours sincerely,

Rebecca Mikula Wright
CEO, Asia Investor Group on Climate Change (AIGCC)

About the Asia Investor Group on Climate Change

The Asia Investor Group on Climate Change (AIGCC) is an initiative to create awareness and encourage
action among Asia’s asset owners and financial institutions about the risks and opportunities
associated with climate change and net zero investing. AIGCC members come from 11 different
markets in Asia and internationally and include asset owners and managers with a combined AUM of
over US$35.8 trillion. https://www.aigcc.net/

Contact Us
E: anjali.viswamohanan@aigcc.net
W: https://www.aigcc.net/

3 See Paris Aligned Investment Initiatives’ Net Zero Investment Framework here.
4 See Investor Climate Action Plans expectations ladder here; guidance available here.

aigcc.net Asia Investor Group on Climate Change
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International Financial Reporting Standards Foundation info@alca.org.au
London, United Kingdom
ABN 80 637 680 310

29 July 2022

Dear International Sustainability Standards Board,

Comments letter: Exposure Draft IFRS S1, General Requirements for Disclosure of
Sustainability-related Financial Information

The Australian Land Conservation Alliance (ALCA) welcomes the opportunity to submit a comment
letter to the International Sustainability Standards Board (ISSB) on its General Requirements Exposure
Draft.

Please note that ALCA is happy for this comment letter to be published in full.

About the Australian Land Conservation Alliance

The Australian Land Conservation Alliance is the peak national body representing organisations that
work to conserve, manage and restore nature on privately managed land in Australia. We represent
our members and supporters to grow the impact, capacity and influence of private land conservation
to achieve a healthy and resilient Australia. Our eleven members are:

e Australian Wildlife Conservancy e Queensland Trust for Nature

e Biodiversity Conservation Trust NSW e South Endeavour Trust

e Bush Heritage Australia e Tasmanian Land Conservancy

e Greening Australia e The Nature Conservancy Australia
e Landcare Australia e Trust for Nature (Victoria)

e Nature Foundation

ALCA land conservation efforts stretch across over 3 million square kilometres with more than 3,000
landholders. We have over 50,000 supporters and our combined annual turnover exceeds $200 million.
Together ALCA and its members address some of the most pressing conservation issues across the
country, including restoring endangered ecosystems, building the protected area estate, tackling
invasive species, expanding private conservation finance and funding and using nature-based solutions
to tackle climate change.

Through their active land management, ALCA member organisations are deeply embedded in regional
communities and economies, providing jobs, securing significant regional investment, and safeguarding
remaining native habitat, with its many positive spillover effects for community, wellbeing and food
security. We seek to demonstrate the role and value of private land conservation as a cornerstone of
the Australian economy.

Some ALCA members are statutory entities; the views expressed in this submission do not necessarily
represent the views of the Government administering those statutory entities.

Protecting and stewarding for nature alca.org.au
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Summary

Whilst the escalating impacts of the climate crisis have taken hold within the global public
consciousness, the parallel crisis facing our natural world is less widely known. And yet, the World
Economic Forum has already declared nature loss “a planetary emergency”’ with four of the top eight
most severe risks on a global scale over the next ten years identified as environmental risks? :

“Humanity has already wiped out 83% of wild mammals and half of all plants and severely
altered three-quarters of ice-free land and two-thirds of marine environments. One million
species are at risk of extinction in the coming decades — a rate tens to hundreds of times higher
than the average over the past 10 million years....

Human societies and economies rely on biodiversity in fundamental ways. ...over half the
world’s total GDP — is moderately or highly dependent on nature and its services.”™

As per the British Government’s Dasgupta Review:

“We are facing a global crisis. We are totally dependent upon the natural world. It supplies us
with every oxygen-laden breath we take and every mouthful of food we eat. But we are currently
damaging it so profoundly that many of its natural systems are now on the verge of
breakdown.™

In our own home country, in 2021, Australian scientists confirmed evidence that 19 of Australia’s
ecosystems are collapsing®.

In short, the global nature crisis requires the urgent attention of Government, business, and civil society
from across the world, and we applaud the efforts and importance of ISSB’s work as part of those global
efforts. ALCA views the mainstreaming of the General Requirements for Disclosure of Sustainability-
related Financial Information — and its subsequent and related standards — as deeply important to
urgently focus the attention, funds, and expertise of human enterprise on stalling and ultimately
reversing the global nature crisis.

ALCA recognises that the General Requirements Exposure Draft is, by its very nature and description,
expressed in general terms rather than at the level of specificity required to fully address the myriad of
elements to the global nature crisis; however, ALCA’s overriding concern is a lack of detail within the
draft standard itself on the definition of sustainability. We are also concerned that there are no
substantive references to biodiversity, ecosystems, or nature.

It is ALCA’s view that directing entities to other sources (as per Clauses 50 through 558) is not a clear
definition for ‘sustainability’ or ‘sustainability-related’ for such an overarching standard.

' See: World Economic Forum, January 2020; https://www.weforum.org/reports/nature-risk-rising-why-the-crisis-
engulfing-nature-matters-for-business-and-the-economy

2 See: World Economic Forum, Global Risks Report 2022;

https://www3.weforum.org/docs/WEF _The Global Risks Report 2022.pdf; the risks are: climate action failure
(1%Y); extreme weather (2"%); biodiversity loss (3'); human environmental damage (7"); natural resource crises
(8th)_

3 See: World Economic Forum, Nature Risk Rising: Why the Crisis Engulfing Nature Matters for Business and the
Economy, January 2020; https://www.weforum.org/reports/the-global-risks-report-2020

4 See: p1, Dasgupta, P. The Economics of Biodiversity: The Dasgupta Review, HM Treasury, Government of the
United Kingdom; https://www.gov.uk/government/publications/final-report-the-economics-of-biodiversity-the-
dasgupta-review

5 See: Bergstrom et. al, ‘Combating ecosystem collapse from the tropics to the Antarctic’, Global Change Biology,
2021; https://onlinelibrary.wiley.com/doi/10.1111/gcb.15539

6 See: https://www.ifrs.org/content/dam/ifrs/project/general-sustainability-related-disclosures/exposure-draft-ifrs-
s1-general-requirements-for-disclosure-of-sustainability-related-financial-information.pdf

Protecting and stewarding for nature alca.org.au
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At a minimum, a non-exhaustive list of what the definition may encompass — such as the sustainability
of the natural world, its biodiversity, or alternatively, staying within the world’s ecological limits — would
be genuinely helpful to users and, more broadly, deeply constructive to the purpose the standards are
intended to realise.

The work of the 1987 Brundtland Commission on sustainable development” and the World Economic
Forum’s, 2020 publication, Nature Risk Rising: Why the Crisis Engulfing Nature Matters for Business
and the Economy? are particularly relevant in articulating potential definitions.

Recommendations

1. The ISSB should consider including a foreword to the standard that articulates the urgent need
and reasons for the ongoing work of the International Sustainability Standards Board, including
for relevant standards; this additional context would be both important and useful to users.

2. The standard should include a clear and overarching definition of ‘sustainability’ or
‘sustainability-related’. This definition should include the sustainability of the natural
environment, with references to concepts such as biodiversity loss, risks of (and from)
biodiversity decline, and/or similar phrasing.

Such a definition would either be addressed within the section on ‘Identifying sustainability-
related risks and opportunities and disclosures’ (clauses 50 through 55) and/or ‘Appendix A:
Defined Terms'.

3. There is currently no reference to the sustainability development goals (SDGs) in the exposure
draft. A reference to the relationship between the IFRS and the SDGs (or any future set of
Goals) may be helpful.

4. The use of the word “planet” in Clause 6¢ is unnecessarily abstract and should be replaced with
“natural environment’.

ALCA looks forward to ongoing engagement with the ISSB to ensure that its standards reflect the
urgency and scale of the global biodiversity crisis and its impacts upon human enterprise and
livelihoods.

If you have questions regarding the submission, please do not hesitate to contact ALCA via
michael@alca.org.au (Mr Michael Cornish, Policy Lead).

Australian Land Conservation Alliance

7 See: Our Common Future: Report of the World Commission on Environment and Development, United Nations,
October 1987; https://sustainabledevelopment.un.org/content/documents/5987our-common-future.pdf

8 See: World Economic Forum, Nature Risk Rising: Why the Crisis Engulfing Nature Matters for Business and the
Economy, January 2020; https://www.weforum.org/reports/the-global-risks-report-2020

Protecting and stewarding for nature alca.org.au
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Copy to: Australian Accounting Standards Board by email: standard@aasb.gov.au

AUSTRALIAN SHAREHOLDERS’ ASSOCIATION — CONSULTATION ON EXPOSURE
DRAFT ON IFRS S1 AND IFRS S2

Dear Board members

The Australian Shareholders’ Association (ASA) represents its members to promote and
safeguard their interests in the Australian equity capital markets. The ASA is an independent
not-for-profit organisation funded by and operating in the interests of its members,
primarily individual and retail investors, self-managed superannuation fund (SMSF) trustees
and investors generally seeking ASA’s representation and support. For context, the
Australian share market has in excess of 6 million retail shareholders, with 35% of the adult
population holding exchange listed investments!. ASA also represents those investors and
shareholders who are not members, but follow the ASA through various means, as our
relevance extends to the broader investor community.

Thank you for the opportunity to submit comments to the International Sustainability
Standards Board (ISSB) on the Exposure Draft on IFRS S1 General Requirements for
Disclosure of Sustainability-related Financial Information ([Draft] IFRS S1) and Exposure
Draft IFRS S2 Climate-related Disclosures ([Draft] IFRS S2) (exposure draft).

We are party to the joint submission by the peak Australian bodies and reiterate our full
support of a global approach to the development of sustainability disclosure standards and
are supportive of the ISSB being the global body to issue these standards.

We value the development of a globally consistent, comparable, reliable, and verifiable
corporate reporting system to provide all stakeholders with a clear and accurate picture of
an organisation’s ability to create sustainable value over time.

1 ASX Australian Investor Study 2020
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We consider it critical that the ISSB and other jurisdictions developing sustainability
standards take a coordinated approach to enhance understanding and comparability of
disclosures for retail shareholders by aligning key definitions, concepts, terminologies, and
metrics on which disclosure requirements are built.

ASA’s ESG focus issue for 2022 is as follows:

We expect companies to incorporate sustainability and ESG strategy, practice and reporting
in an appropriate, effective way using a recognised standard such as Task Force on Climate-
related Financial Disclosures or Global Reporting Initiative. We will review the monitored
companies with an eye for efficient use of company resources and avoidance of
greenwashing, and to assess the impact of remuneration plans on driving a culture of
sustainability.

We expect that the evolution in sustainability reporting will be valuable to aid retail
shareholders long-term investment decisions, and the comparability will enhance efficiency
for companies in meeting disclosure expectations.

For greater detail, please see the joint submission by the peak Australian bodies.

If you have any questions about these comments or other matters, please do not hesitate to
contact me (ceo@asa.asn.au), or Fiona Balzer, Policy & Advocacy Manager
(policy@asa.asn.au).

Yours sincerely
f:f,{//ﬁ leptoowe s C

Rachel Waterhouse
Chief Executive Officer
Australian Shareholders’ Association

T(02)9252 4244 | F(02)90719877
share@asa.asn.au

The Voice Of Retail Shareholders asa.asn.au
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International Sustainability Standards Board
Columbus Building

7 Westferry Circus, Canary Wharf

London, E14 4HD

By email: commentletters@ifrs.org

Consultation on [Draft] IFRS S1 and S2 Climate-related disclosures

The Australian Banking Association (ABA) welcomes the opportunity to provide feedback to the
International Sustainability Standards Board (ISSB) on the Exposure Draft on IFRS S1 General
Requirements for Disclosure of Sustainability-related Financial Information ([Draft] IFRS S1) and
Exposure Draft IFRS S2 Climate-related Disclosures ([Draft] IFRS S2).

Global Baseline

We support a global approach to the development of sustainability disclosure standards through the
ISSB as the global body to issue the standards. Further, the establishment of a global baseline is
critical a coordinated approach be developed which will avoid fragmentation in reporting obligations. To
this end we support the efforts of the ISSB in establishing a working group to enhance compatibility
between global baseline and jurisdictional initiatives.

Climate first approach

We support the climate first approach adopted by the ISSB. We note the ISSB’s intent to align [Draft]
IFRS S2 with the Taskforce on Climate-related Financial Disclosures (TCFD). However, we also see an
opportunity to clarify the reporting obligations within [Draft] IFRS S2; for example, the disclosure of
strategic intent can be problematic in a competitive marketplace.

We see great value in the ISSB issuing a forward workplan (or consulting on a proposed forward
workplan) to enable entities to prepare for future sustainability disclosure requirements.

Implementation pathway

Although some entities have a level of maturity in making sustainability disclosures, the requirement for
such disclosures to be made within financial statements is a significant change. We do not believe it will
be a matter of incorporating current disclosures to a new reporting location. We see several challenges.

There are significant limitations at the present time with sustainability related metrics. Limitations
include data quality, availability, comparability, methodological approaches are nascent and evolving,
financial modelling which reflects sustainability risks are at a very early stage. For example, in banking
there is no accepted damage function to apply towards the assessment of physical climate risk in
lending portfolios.

Presently, much of the work effort in producing extended external reporting is based on manual effort
and non-systematised data feeds. We estimate that significant information systems resources will be
required to develop the systems to support sustainability reporting to the same extent that financial and
account systems support financial reporting.
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Banks are highly dependent on customers reporting of customer scope 1 and 2 emissions for banks to
report accurately on their scope 3 emissions. Such reporting by bank customers and suppliers is
nascent.

The banking sector in Australia is experiencing limitations in human resource availability. This,
combined with the need to upskill bankers to incorporate climate risk into their daily processes, places a
significant burden on all banks but especially the smaller non-D-SIB’s.

Therefore, we recommend phased or transitional approach will be required. The transitional approach
will need to accommodate for delayed banks scope 3 emissions reporting as well as transitional
arrangements for smaller banks.

We do not consider that [Draft] IFRS S2 to have suitable criteria for assurance to a reasonable level.
We strongly suggest an extended phasing for assurance requirements.

Forward-looking statements

The nature of the forward-looking statements envisaged by [Draft] IFRS S1 and [Draft] IFRS S2 may
give rise to liability for misleading and deceptive disclosures under Australian corporations’ law. We
strongly suggest the ISSB standard acknowledge the complexity and limitations of current and forward-
looking metrics in its preamble to the standards. Additionally, we encourage the ISSB to encourage
safe harbor provisions, as per the US Securities and Exchange Commission (SEC).

Detailed responses to questions

Our detailed responses to select questions on the Exposure Drafts are contained in the appendices to
this letter as follows:

Appendix 1 — [Draft] IFRS S1
Appendix 2 — [Draft] IFRS S2
Appendix 3 — [Draft] ED Volume B19 Mortgage Finance
Appendix 4 — [Draft] ED Volume B16 Commercial Banks

We thank the ISSB for your extensive consultation on [Draft] IFRS S1 and [Draft[ IFRS S2 and we
would be pleased to respond to any follow-up questions or clarifications.

Kind regards,

Emma Penzo

Head of Economic Polici
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Appendix 1: [Draft] IFRS S1

Question

ABA Position

Overall approach [ED Para 1]

Q1(a) Does the Exposure Draft state clearly that an entity
would be required to identify and disclose material
information about all of the sustainability-related risks and
opportunities to which the entity is exposed, even if such
risks and opportunities are not addressed by a specific IFRS
Sustainability Disclosure Standard? Why or why not? If not,
how could such a requirement be made clearer?

Q1(c) Is it clear how the proposed requirements set out in the
ED would be applied together with other IFRS Sustainability
Disclosure Standards, Including the [draft] IFRS s2 Climate-
related Disclosures? Why/why not? If not, what aspects of
the proposal are unclear?

The statement is clear in its intention however we note the lack of clarity in
undertaking such disclosures are follows:

o A definition of the term ‘significant’ is required.
e Reference to ‘material in Q1(a):

o the use of the term ‘material information’ suggests that ‘material’
and ‘significant’ are held to be two different concepts. If so, how do
they differ and how are they related. Further, there could be
situations where a significant event may not meet the definition of
materiality, the standard could clarify which would take precedence
for disclosure (i.e. materiality or significant).

e A detailed definition of ‘sustainable’ and ‘sustainability-related’ is required.

e Clarification as to whether the term ‘sustainable’ is intended to cover
matters which are yet to emerge or be identified as a ‘sustainability-related’
matter.

We suggest key terms be identified for global alignments. This includes terms such
as ‘materiality’ and ‘sustainable’ in order that local/national mandated disclosures
also apply the same definition.

It appears S1 is attempting to concurrently set the framework as well as establish
specific requirements.

We suggest:

e S1 be framed as an overarching principles-based framework and S2 (and
subsequent standards) contain the requirements. This approach would
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align with the approach taken by IFRS for the Accounting Standards (for
example consider the relationship of IAS1 and IAS8.

e S1 could provide a guidance note which sets forth through example what
and how such disclosures may be presented.

e Sl incorporate considerations for how it will integrate with other standards,
particularly when considering impact on financial statements.

Q1(d) Do you agree that the requirements proposed in the The ABA does not believe it will be possible for sustainability disclosures to be
ED would provide a suitable basis for auditors and regulators  audited to a ‘reasonable’ level of assurance. This is due to:
to determine whether an entity has complied with the

proposal? If not, what approach do you suggest and why? (a) The nascence of sustainability reporting. Methodologies are in development and

yet to be adopted and embedded. There are significant data issues relating to data
quality, highly manual processes for data access and collection, and data existence.
Econometric and financials models are yet to be developed or existing models are
yet to be adapted to accept methodologies and data. The output of such models are
yet to be incorporated into financial reporting tools and processes.

(b) The complexity of a ‘reasonable assurance’ level of audit will entail extraordinary
costs until there is standardisation in methodology, data, models, and control
environments.

(c) Current sustainability frameworks do not require a reasonable level of assurance
(e.g.: the UN Principles for Responsible Banking (UN PRB))

(d) We note specialist auditors such do not currently have expansive ESG auditing
capabilities. It is our view that auditors themselves will require capability uplift to be
sufficiently trained to provide independent sign-off.

We believe the existence, completeness, and accuracy and valuation assertions will
be the hardest to test for and for which reporting companies provide evidence; this
is exacerbated by the high degree of manual data processing.

On a related matter, we highlight the lack of current experts in sustainability
financial reporting indicating that a period of time will be required to develop
maturity.
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We suggest a phased approach with an initial requirement for agreement upon
procedures or limited assurance. We also suggest securities regulators adopt an
accommodating enforcement posture during the phasing in period.

Objective [ED Para 1-7, Appendix A]

Q2(a) Is the proposed objective of disclosing sustainability- We note the intent of the standards is to reflect financial impact of sustainability
related financial information clear? Why/why not? opportunities and risks on entities and therefore the primary lens through which
these standards are drafted is that of the shareholder and investor.

‘Enterprise value’ (EV) is the correct lens for the shareholder/investor. However,
traditionally entities are obliged to issue sustainability reporting to a much broader
stakeholder group.

We note that other frameworks (e.g., UN PRB) and general sustainability reporting
go beyond sustainability-related financial information, which are not addressed by
the standard. We would encourage greater standardisation in those domains but
appreciate this is not the objective of the ISSB Draft Standard.

Core Content [ED Parall-35]

Q4(a) Are the disclosure objectives for governance, strategy, Governance (paral2):
risk management and metrics and targets clear and The obiectives are clear and approoriate
appropriately defined? Why/why not? ) pprop '
Strategy (para 14):
The objectives are clear but note two additional matters for consideration:
a) Requirement to disclose strategies

Disclosures relating to opportunities and strategies could prejudice customers of the
entity, and it could compromise the execution of the entity’s corporate strategy by
premature signalling of corporate direction to competitors. It is atypical for entities to
reveal their strategies in competitive market economies.
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We note that the SEC in its proposed rule ‘The Enhancement and Standardization
of Climate-Related Disclosures for Investors’ is aligned to this position and does not
oblige the disclosure of opportunities:

‘We are proposing to treat this disclosure as optional to allay
any anti-competitive concerns that might arise from a
requirement to disclose a particular business opportunity’*

Therefore, we suggest that further nuance be considered relating to the disclosure
of confidential and commercially sensitive strategies by limiting strategy disclosures
to approaches to risk mitigation and enabling optionality for any broader disclosures
of strategy and opportunity. There is precedent for such nuance within Australian
corporations’ law. Section 299A(3) of the Corporations Act 2001 (Cth) (link)
provides an exemption where unreasonable prejudice will occur upon disclosure
about future business strategies. The Australian securities regulator, Australian
Securities and Investments Commissions (ASIC) provides guidance for ascertaining
‘unreasonable prejudice in Regulatory Guide RG247 Effective disclosure in an
operating and financial review (link)

b) Time horizons

Greater clarity on short-, medium- and long-term horizons for industries is
suggested. Leaving horizons to the company to decide could result in challenges in
comparability and considerations for financial disclosures. Refer to S2 Q7(a)
response for ABA’s recommended definitions.

Risk management (para 25)

The objectives are clear and appropriate.

Metrics and targets (para 27)

The objectives are clear.

1 https://www.sec.gov/rules/proposed/2022/33-11042.pdf p63
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We support the provision of relief for the first year for comparative information.
Additional release for comparative period information may be required due to the
nature of the information and data; the highly manual processes which will underpin
the disclosures in the initial years; and evolving banking industry methodologies.

Q4(b) Are the disclosure requirements for governance, We note previous comments regarding the need for definitions for ‘sustainability’
strategy, risk management and metrics and targets and ‘sustainability-related’, ‘material’ and ‘significant’ to our response in Q1(a).
appropriate to their stated disclosure objective? Why/why

not?

Governance (paral3):

The requirements are appropriate to their stated disclosure objective.
Strategy (para 15-24):

Refer to our response to Q4(a)

We suggest the standard incorporate more discretion for the scope and detail for
disclosure relating to strategy.

Risk management (para 26):

The definition of the processes to identify sustainability-related risks and
opportunities does not have an appropriately clear scope.

We suggest the standard mandate for an identification process that spans across
the value chain (e.g., upstream, direct operations, downstream / financed activities)
as well as from a double materiality perspective (e.g. impacts to Climate/Nature,
and impacts by Climate/Nature). This will enhance the consistency of how
sustainability-related risks and opportunities are identified.

Metrics and targets (para 27):

We support the reporting of appropriate metrics and targets. However, there are
significant limitations at the present time with sustainability related metrics.
Limitations include data quality, availability, comparability, methodological
approaches are nascent and evolving, financial modelling which reflects
sustainability risks are at a very early stage. For example, in banking there is no
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accepted damage function to apply towards the assessment of physical climate risk
in lending portfolios.

We strongly suggest the ISSB standard acknowledge the complexity and limitations
of current and forward-looking metrics in its preamble to the standards. Additionally,
we encourage the ISSB to encourage safe harbor provisions, as per the US
Securities and Exchange Commission (SEC)2. The ISSB could also recommend the
use of standardised methodologies where appropriate in paragraph 31(c).

Reporting entity [ED Para 37-41]

Q5(a) Do you agree that the sustainability-related financial We support that the reporting should be for the consolidated entity. This would align
information should be required to be provided for the same sustainability-related financial reporting with other accounting standards, and it
reporting entity as the related financial statements? If not, would align with Financial Statement reporting to increase greater integration of the
why? standard.

Connected information [ED para 42-44]

Q6(a). Is the requirement clear on the need for connectivity Refer to our response to Q4(a)
between various sustainability-related risks and

opportunities? Why or why not? Additionally, it is possible that there may be times where there is no direct link

between a risk and opportunities. The entity may take the approach that the way to
diversify a risk is to through unrelated opportunities.

Q6(b). Do you agree with the proposed requirements to Sustainability related risks and opportunities are often expressed in the future (for
identify and explain the connections between sustainability- example for climate risks, projections are made to 2050), whereas financial

related risks and opportunities and information in general reporting is expressed in the present state and is about historical performance. The
purpose financial reporting, including the financial requirement to incorporate forward looking views into the financial statements
statements? Why or why not? If not, what do you propose creates a potential disconnect and may introduce reliability issues.

and why?

We suggest consideration be given to:

e limiting the prospective disclosures of sustainability-related matters to the
short or medium term (for example: 3-5 years). The extended external
reporting could continue to report on the longer-term horizon or the long-

2 Securities and Exchange Commission ‘The Enhancement and Standardization of Climate-Related Disclosures for Investors’ (S7-10-22) p45
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Fair presentation [ED para 45-55]

Q7(b) Do you agree with the sources of guidance to identify
sustainability-related risks and opportunities and related
disclosures? If not, what sources should the entity be
required to consider and why?

Please explain how any alternative sources are consistent
with the proposed objective of disclosing sustainability-
related financial information in the ED.

Materiality [para 56-62]

8(a) Is the definition and application of materiality clear in the
context of sustainability-related financial information?
Why/why not?

3 GRI 101: Foundation 2016 p10 (link)

term horizon could be discussed through qualitative disclosures within the
financial report.

e the audit requirements for future projections as there will be challenges and
limitations which most likely preclude auditors from proving positive
assurance.

Over time, the ISSB sustainability standards should become the “source of truth” for
sustainability related disclosures. The reporting burden on sustainability related
matters needs to be reduced with entities presently reporting under multiple
frameworks. Our view is that as sustainability issues emerge and are identified for
disclosure the ISSB could lead the development of such disclosure requirements.

We appreciate that paragraphs 57-58 articulate characteristics materiality. However,
we note that a definition of material has not been put forward in S1. We suggest that
consideration be given to existing definitions of materiality such as that of the GRI3

We also highlight that materiality of sustainability-related risks and opportunities
may vary based on an organisation’s business model, industry and geography.
Therefore, careful consideration needs to be given to sector and geographical
sustainability issues as standards are developed.

Paragraph 60: we request clarification: does the entity need to disclose that it has
not made specific disclosures as required by the standards due to the fact that risks
identified are not material (i.e., similar to paragraph 62)?


https://www.globalreporting.org/media/55yhvety/gri-101-foundation-2016.pdf#page=%2010
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Paragraph 61 results in too expansive a disclosure obligation. It is not appropriate to
incorporate such a ‘catch all’ requirement given the nascent state of financial
reporting sustainability-related matters and as financiers to the economy this
requirement could be problematic for banks to implement. We have significant
concerns that such requirements obligate the banking sector to become the
‘policeperson’ for entities within their value chain. We suggest deletion of
paragraph 61.

Frequency of reporting [Para 66-71]

Q9. Do you agree with the proposal that the sustainability- We support the disclosure of sustainability-related financial reporting annually.
related financial disclosures would be required to be provided
at the same time as the financial statement to which they
relate? Why/why not?

Whilst it is ideal for the sustainability-related financial disclosures to be provided at
the same time as the financial statement to which they relate, we see this as the
target state and not immediately achievable due to the data challenges, capability,
and assurance concerns. We recognise that the rate of change and maturation will
be substantial over the coming years and will enable concurrent reporting as
envisaged by the standard.

There is some precent for flexibility we would want to preserve — that the period of
the information in the disclosures do not all need to align to same period as the
financial statements to be included in the report. For example, in Australia, many
banks report their GHG information in alignment to government NGER requirements
which is 3 months out of sync with their financial statements and financial reporting
year.

In the UK for the Streamlined Energy and Carbon Reporting requirement, we are
allowed to report on our GHG emissions using an Australian reporting year —
therefore one set of data cut to meet the needs of the local reporting requirements,
as regulator allows some flexibility in terms of the reported data set.

Additionally, we note that presently half-yearly reporting would be subject to the
availability of half-yearly data. Data presently and into the medium-term future will
be static. Therefore, intra-year reporting should only be considered as a future
state. As the future state of data improves by coming on-line and near real-time,
half-yearly updates could be considered. Such intra-year update should only be
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considered in the context of a material change to the most recent annual financial
report.

The lack of data will also challenge the delivery of sustainability reporting concurrent
with financial reporting We suggest the standards accommodate a phasing in
approach. For example, targeting concurrent disclosure for the financial year ending
2030.

Location of information [Para 72-78]

Q10(a) Do you agree with the proposals about the location of We agree that it is beneficial for the reporting entity to be able to choose where to
sustainability-related financial disclosures? Why/why not? disclose the information, and that it should be part of the suite of documents.

Q10(c) Do you agree with the proposal that information We agree and support the removal of duplication. Additionally, consideration may
required by IFRS Sustainability Disclosure Standards can be  also need to be given for auditor use of cross references.

included by cross-reference provided that the information is

available to users of general purpose financial reporting on

the same terms and at the same time as the information to

which it is cross-referenced? Why/ why not?

Q10(d) Is it clear that entities are not required to make We thank the ISSB for their presentation to the ABA where it was made clear that
separate disclosures on each aspect of governance, strategy  the expectation for reporting on governance, strategy, and risk management be
and risk management for individual sustainability-related risks made once. This is because the disclosure is to apply at a whole business level.
and opportunities, but are encouraged to make integrated This level of granularity is not present within the current draft.
disclosures, especially where the relevant sustainability
issues are managed through the same approach and/or in an
integrated way? Why/why not? Additionally, we suggest the ISSB commit to providing status updates similar to
those made by the TCFD. This will enable entities to consider best practice
reporting and will encourage learning and quality uplift of disclosures.

We suggest the requirement could be more specific.

Comparative information, sources of estimation and outcome uncertainty, and errors [Para 63-65, 79-83 and 84-90]

Q11(a) Have these general features been adapted We note that this requirement is very different to current accounting standards.
appropriately into the proposals? If not, what should be Even in the context of financial reporting, distinction is made between ‘error’ and
changed? ‘better estimate’.
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Q11(b) Do you agree that if an entity has a better measure of In respect to statements made in error, we support the requirement to disclose the
a metric reported in the prior year that it should disclose the metric in comparative reports.

X S e
revised metric in its comparatives However, we believe that most of the differences will be because of ‘better’

Q11(c) Do you agree with the proposal that financial data and estimation methods or metrics. The rate of change will be significant in respect to
assumptions within sustainability-related financial disclosures methodology and modelling development and improvement as well as data

be consistent with corresponding financial data and acquisition, quality, and storage creation. These developments may enable more
assumptions used in the entity’s financial statements to the targeted scenario analysis or emissions factors in subsequent reporting periods and
extent possible? Are you aware of any circumstances for therefore could lead to disconnect in metrics from one reporting period to the next.
which this requirement will not be able to be applied? Given the premise that each annual disclosure is made with the best possible

knowledge and tools available at the time, we do not consider it reasonable to
recalculate previous disclosures based on evolved techniques and data.

We suggest the standards include clarifying language to the effect that
resubmissions of past reports based on subsequent improvements to techniques
and data not be required. It should be discretionary for entities to report on
differences in these circumstances.

Statement of compliance [ED Para 91-92]

Q12 Do you agree with this proposal? Why/why not? If not, The most significant issue we see with this proposal is that the forward-looking

what would you suggest and why? statements as envisaged by S1 and S2 may give rise to liability for misleading and
deceptive disclosures. The following is the analysis of the Corporations Committee
of the Business Law Section of the Law Council of Australia:

In the specific Australian context, there is a material risk
that the forward-looking statements required to comply
with ISSB ED S1 and S2 will give rise to liability for
misleading and deceptive conduct under Australian law
(for example, s1041H of the Corporations Act and s18 of
the Australian Consumer Law). If a person makes a
representation as to a future matter and the person does
not have reasonable grounds for making the
representation, the representation is taken to be
misleading (Corporations Act s769C and Australian
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Consumer Law s4). In the case of the Australian
Consumer Law, the maker of the representation is deemed
not to have reasonable grounds unless they adduce
evidence to the contrary.

The risk arises because of the drafting of various
provisions of S1 sand S2. For example, S1, paragraph 79
requires disclosure even when metrics can only be
estimated, stating that “even a high level of measurement
uncertainty would not necessarily prevent such an
estimate from providing useful information. An entity shall
identify metrics it has disclosed that have significant
estimation uncertainty, disclosing the sources and nature
of the estimation uncertainties and the factors affecting the
uncertainties.” In practice, this would require a company to
acknowledge that the forward-looking statement does not
have a reasonable basis. The same issue arises under
paragraph 82, which requires that “When considering
possible outcomes, an entity shall consider all relevant
facts and circumstances, and consider including
information about low probability and high-impact
outcomes”’.

S2 also contains problematic requirements. Paragraph 14
says that “an entity shall disclose information that enables
users of general purpose financial reporting to understand
the effects of significant climate-related risks on its
financial position ... and the anticipated effects over the
short, medium and long term”. These effects are inherently
unknowable. Paragraph 14 goes on to require the entity to
disclose “how it expects its financial position to change
over time, given its strategy to address significant climate-
related risks and opportunities, reflecting its current and
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committed investment plans and their anticipated effects
on its financial position (for example, capital expenditure,
major acquisitions and divestments, joint ventures,
business transformation, innovation, new business areas
and asset retirements)”; and “how it expects its financial
performance to change over time, given its strategy to
address significant climate-related risks and opportunities
(for example, increased revenue from or costs of products
and services aligned with a lower-carbon economy”).

No other current law or accounting standard requires a
company to make these types of speculative forward
looking statements about financial impacts that are
supposed to inform investors but are inherently uncertain.
Indeed, Australian securities laws and ASIC policy
guidance (ASIC Regulatory Guide 170) discourage
statements involving speculation and supposition, as
opposed to information that can be positively
demonstrated to have a reasonable basis and that is
based on reasonable assumptions rather than hypothetical
projections.

The legal requirement for a reasonable basis for these
statements, coupled with the low threshold for shareholder
and other stakeholder class actions in Australia, would
create a material risk of breach and exposure to damages.
If compliance with these standards becomes mandatory in
Australia, these types of forward-looking statements
should be excluded from current legal requirements that
statements in published reports as to future matters have a
reasonable basis — in effect they should be covered by an
explicit “safe harbour” to encourage appropriate good faith
disclosure without fear of litigation.
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We therefore question the assure-ability of such disclosures.

Effective Date ED Appendix B

Q13(a) When the ISSB sets the effective date, how long does Entities will require time to build capacity, systems, and reporting structures. The
this need to be after a final Standard is issued? Please sustainability standards are a substantial addition to current financial reporting
explain the reason for your answer, including specific requirements.

information about the preparation that will be required by
entities applying the proposals, those using the sustainability-
related financial disclosures and others.

We suggest the standards incorporate a phasing approach. For example, some
disclosures may be applicable earlier than others and some entities may be
required earlier than others. We note that the SEC has incorporated a phased
approach to disclosure under its draft rule. Refer to our submission on S2 for
specificity on how such phasing may occur.

We also suggest that it would be helpful for the ISSB standards to acknowledge
mechanisms by which phasing in may occur to generate further alignment in
national implementations and to promote global consistency.

Q13(b) Do you agree with the ISSB providing the proposed We support the proposed relief from disclosing comparatives in the first year of
relief from disclosing comparatives in the first year of application. Additionally, consideration should be given to the likely scenario that an
application? If not, why not? entity may only include some quantitative metrics in the first year and iteratively

increase metrics over the coming years. We suggest that the relief for comparatives
be extended to encompass the implementation phasing schedule.

Also refer to response to Question 4(a).
Global baseline

Q14. Are there any particular aspects of the proposals inthe ~ We strongly support and urge the ISSB to continue its work through the working
Exposure Draft that you believe would limit the ability of IFRS  group to enhance compatibility between global baseline and jurisdictional initiatives.
Sustainability Disclosure Standards to be used in this
manner? If so, what aspects and why? What would you
suggest instead and why?

We suggest that a broader forum of nations be included in this dialogue aligned to
the scope of the Financial Stability Board’s reach.

Costs, benefits and likely effects
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Q16(a) Do you have any comments on the likely benefits of Refer to the ABA response to S2 Q12
implementing the proposals and the likely costs of

implementing them that the ISSB should consider in

analysing the likely effects of these proposals?

Q16(b) Do you have any comments on the costs of ongoing
application of the proposals that the ISSB should consider?

Other comments

Q17. Do you have any other comments on the proposals set  The ABA strongly encourages the ISSB to outline its forward plan to enable entities
out in the ED? to prepare for future development.

The ISSB could consider prioritising a social issue as the next draft standard. Social
issues are complicated and difficult to metricate. There are also differences
between countries; for example, the treatment/issues regulating to First Nations
people within Australia is very different to those of New Zealand, North America and
Africa. Additionally, COVID has very prominently increased the social inequality
between members of society, including workers’ rights and safety in employment.

Appendix 2: [Draft] IFRS S2

Question ABA Position

Objectives of the ED [Paral; BC21-BC22]
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Q1la. Do you agree with the objectives that have been We support the aspiration of the objectives but note the nascent state of climate
established for the ED? reporting.

We suggest the inclusion of a preambular statement acknowledging the nascency
of this reporting and an expectation that it will grow into maturity over the coming
years.

Additionally, we note the objective’s focus on climate related impacts on the entity
(single materiality). We consider that in the future entities could be making
disclosures using the principle of double materiality. That is, the impact the entity
has on the climate as well. The formulation of disclosures based on single
materiality may skew litigation risk faced by preparers because not all risks are
required to be disclosed. Although there is significant complexity in developing
disclosures based on double materiality, there is a proliferation of standards that
have been developed by entities. Therefore, standardisation ought to be
considered.

We suggest that the ISSB issue a statement on its views relating to double
materiality and incorporate double materiality into its forward plan for standard
setting.

Qlc. Do the disclosure requirements set out the in ED meet The standards are written to a ‘one size fits all’ entities approach.
the objectives described in paragraph 1? Why/why not? If

not, what do you propose instead and why? We suggest that the standards could accommodate for disclosure requirements for

small enterprises which may not be resourced to complete accounts to this level of
detail required under the ED.

Governance [Para4-5; BC57-BC63]

Q2. Do you agree with the proposed disclosure requirements  Broadly Agree. However, entities should not be disclosing detailed controls and

for governance processes, controls and procedures used to procedures in a public document. Further, the control environment would broadly be

monitor and manage climate-related risks and opportunities?  covered in the assurance processes. The standard could acknowledge that high

Why or why not? level statements that indicate the presence of controls and procedures would be
acceptable.
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We suggest the standard identify core or minimum objective based disclosures as
broad disclosures will lessen comparability between entities. We also suggest the
standard incorporate a worked example of what is an acceptable level of disclosure.

Identification of climate-related risks and opportunities Para9-11; BC64-BC65; ED Appendix B; ED-B16; ED-B18; ED-B19

Q3a. Are the proposed requirements to identify and to Refer to response to S1 Q1 and Q8
disclose a description of significant climate-related risks and

opportunities sufficiently clear? We suggest clarity for the definition of ‘significant’ and how this term relates to the

concept of materiality. Also suggest greater guidance on the definitions of short,
medium and long term.

Concentrations of climate-related risks and opportunities in an entity’s value chain ED Paral2; BC66-BC-68

Q4a. Do you agree with the proposed disclosure The requirement to report current, anticipated, significant climate-related risks and
requirements about the effects of significant climate-related opportunities on the value chains of banks is problematic for banks. It is unclear to
risks and opportunities on an entity’s business model and what level the value chain of banks ought to be considered.

in?

value chain? We suggest limits to banks financed activities to their customer’s only at this stage.
In terms of requirements to report concentrations, we suggest ranges would be
more appropriate than a single number.

Q4b. Do you agree that the disclosure required about an Agree.
entity’s concentration of climate-related risks and

opportunities should be qualitative rather than quantitative?
Why or why not? If not, what do you recommend and why?

Data unavailability will limit the ability of banks to quantify such risks; robust
gualitative methods should be acceptable in such circumstances. It may be that
qualitatively derived data can be used to supplement quantitative data even where
guantitative date is available.

Transition plans and carbon offsets [Para 13; BC71-85]

Q5a. Do you agree with the proposed disclosure We support the proposal.

i iti ?
requirements for transition plans We note banks commitments to Net Zero Banking Alliance (NZBA) which is an

element of the Glasgow Financial Alliance for Next Zero (GFANZ) will be a key
driver for transition plans.
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Q5b. Are there any additional disclosures related to transition It could be helpful for the entity to include critical assumptions, particularly
plans that are necessary (or some proposed that are not)? If ~ underpinning what will be disclosed under paragraph 13(b)(ii)

S0, please describe those disclosures and explain why they

would (or would not) be necessary.

Q5c. Do you think the proposed carbon offset disclosures will  Carbon offset disclosures will enable understanding of an entity’s approach to

enable users of general-purpose financial reporting to reducing emissions. For example, an entity can rely on offsets but continue to emit
understand an entity’s approach to reducing emissions, the at the same rate without reducing emissions over time or an entity can rely on

role played by carbon offsets and the credibility of those offsets temporarily whilst it operationalises plans to reduce emissions over time. It is
carbon offsets? Why or why not? If not, what do you important for banks to understand how offsets are used in the entity’s transition
recommend and why? plans.

Challenge with the offsets market make it challenging to confirm credibility of the
offset. Offsets can be bespoke, market for offsets is nascent.

We suggest the ISSB reference best practice in voluntary carbon markets such as
the Voluntary Carbon Markets Integrity Initiative, the Oxford Principles, or the
Taskforce on Scaling Voluntary Carbon Markets.

We welcome the ISSB approach to transparent disclosure of the use of carbon
offsets however the ISSB should not be the arbiter of what is a credible offset. We
support the current drafting of paragraph 13(b)(iii)(2)-(3) which specifies the
information requirements on the certification of offsets.

Current and anticipated effects [para 15; BC96-BC100]

Q6a. Do you agree with the proposal that entities shall We support the proposal and note that qualitative data for example counterparty
disclose quantitative information on the current and analysis and deep sectoral analysis, provides an equally valid data source for
anticipated effects of climate-related risks and opportunities company decision making. The examples have been used to illustrate the point, we
unless they are unable to do so, in which case qualitative are not proposing that the ISSB include these examples or specific types of
information shall be provided (see para 14)? gualitative data for disclosure.

Q6b. Do you agree with the proposed disclosure We acknowledge that the TCFD attempted to connect the “narrative with the

requirements for the financial effects of climate-related risks  financial statements”. However, we note that entities are still challenged to do this.
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and opportunities on an entity’s financial performance, We suggest:

financial position and cash flows for the reporting period? If

not, what would you suggest and why? there needs to be clear worked examples and to set the standard for

expectations of such disclosures. For example, in IAS 37 Provisions an
appendix lists some examples of when to recognise a provision.

o the ISSB consider examples of guidance from the IASB and Australian
Accounting Standards Board which may be leveraged in developing its
guidance.

o |ASB Effects of climate-related matters on financial statements
(link)
o AASB’s ‘Climate-related and other emerging risks disclosures’ (link)

e ISSB guidance is required on how to consider these risks in terms of
financial performance across industries. That is, are there key metrics that
should be reviewed? For example, are entities to consider all line items of
the balance sheet and Profit and Loss statement. The absence of such
guidance could lead to challenges in comparability of information which
could leave investors confused when making comparison across the
industry.

¢ As many climate metrics and impacts are forward looking consideration of
how this impact should be reflected is a key matter. For example, should
such disclosures be qualitative?

Q6c. Do you agree with the proposed disclosure We support the short-term and medium-term disclosures on an entity’s position
requirements for the anticipated effects of climate-related however we consider that the long-term is not appropriate.

risks and opportunities on an entity’s financial position and
financial performance over the short, medium, and long
term? If not, what would you suggest and why?

Long-term scenario analysis (greater than 5 years) relies on very significant
assumptions which are not likely to prevail. Long-term scenarios are also subject to
conjecture about what other economic actors may or may not do under assumed
conditions. It is our view that such scenarios do not have a place in the financial
reports of an entity.

We suggest disclosures relating long-term impacts on an entity (e.g., beyond 5
years) be descoped from the financial statements of an entity. Long-term


https://www.ifrs.org/content/dam/ifrs/supporting-implementation/documents/effects-of-climate-related-matters-on-financial-statements.pdf
https://www.aasb.gov.au/admin/file/content102/c3/AASB_AUASB_Joint_Bulletin_Finished.pdf
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projections are better accommodated in the non-financial external extended reports
of entities.

Additionally, greater guidance on proposed inclusions in disclosures would be
helpful to address preparer uncertainty and to drive consistency across the industry.

Climate resilience [para 15; BC86-95]

Q7a. Do you agree that the items listed in para 15(a) reflect We agree with the items listed for short term (1 year) or medium term (1-5 year) but
what users need to understand about the climate resilience of not for the long term.
an entity’s strategy? Why or why not? If not, what do you

suggest instead and why? Refer to our response to Q6 for further detail.

Q7b.i. Do you agree with this proposal? We support the proposal and note that qualitative data, for example counterparty
analysis and deep sectoral analysis, provides an equally valid data source for
company decision making.

Q7b.ii. Do you agree with the proposal that an entity that is Agree.
unable to use climate-related scenario analysis to assess the

climate resilience of its strategy be required to disclose the

reason why?

Q7b.iii. Alternatively, should all entities be required to We question the capacity for smaller organisations to undertake this level of
undertake climate-related scenario analysis to assess climate analysis and suggest that an alternate be developed for these entities.

resilience? . . . . . .
We note the proliferation and inconsistency on the types of scenario analysis to be

If mandatory application were required, would this affect your used. We suggest that a standardisation of scenarios by industry would be helpful.
response to Q14(c) and if so, why?

Q7c. Do you agree with the proposed disclosures about an We agree with the proposal in terms of detail expected to be provided.

N _ . oo
entity’s climate-related scenario analysis We suggest an accompanying reporting guide to this standard which would explain

how the information is to be presented.

Additionally, subject to the requirements of prudential and other regulators, the
ISSB may consider a statement on the frequency with which scenario analysis is to
be updated. For example, once every two years or specific portfolios of banks.
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Q7d. Do you agree with the proposed disclosure about We strongly support the inclusion of alternative techniques.
alternative techniques (for example, qualitative analysis,

single-point forecasts, sensitivity analysis and stress tests)

used for the assessment of the climate resilience of an

entity’s strategy? Why or why not?

Q7e. Do the proposed disclosure requirements appropriately  Refer to our response to Q12.
balance the costs of applying the requirements with the

benefits of information on an entity’s strategic resilience to

climate change? Why/why not? If not, what do you

recommend and why?

Risk management [Para 16-17, BC101-104]

Q8. Do you agree with the proposed disclosure requirements  Refer to response to S1 Question 4.
for the risk management process that an entity uses to

identify, assess and manage climate-related risks and

opportunities? Why/why not? If not, what changes do you

recommend and why?

Cross-industry metric categories and GHG emissions [Para 19-22; BC105-118]

Q9a. The cross-industry requirements are intended to We see challenges with the following core disclosures:
e oo oo o s 4 ISP Scpe 3 Paragraph 21wH0(3) and ()
The accurate calculation of Scope 3 emissions is extremely difficult. Any figures
reported by banks are based on emerging methodologies and therefore subject to
significant qualifying statements. There is significant reluctance amongst banks to
change financial information to be consistent with the standard.

Do you agree with the seven proposed cross-industry metric

categories including their applicability across industries and

business models and their usefulness in the assessment of

enterprise value? Why/why not? If not, what do you suggest

and why? We suggest a staged implementation of the standards with reporting of bank scope
3 emissions in the financial accounts to be deferred to a later date.

Vulnerable asset disclosures (Paragraph 21(b) and (c))
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In respect to the reference to the requirement to disclose the amount and
percentage of vulnerable assets, we suggest clarification is required on whether this
is current vulnerable assets or anticipated vulnerable assets. If current, the
transition risk in the current sense will be challenging to estimate. This complexity
will also exist in the case of making a determination on the extent of physical risk.
For example, when ascribing water stress to a climate peril how would that stress
be attributed to an asset? We suggest additional guidance be provided.

Additionally, we suggest a definition of or a threshold for ‘vulnerable’ is required.

Climate related opportunities (Paragraph 21(d))

It is unclear how this would be measured. Does this requirement refer to current or
potential opportunities? How to measure initiatives within the entity?

Internal carbon price (Paragraph 21(f))

We disagree with the requirement to disclose its internal carbon price. We consider
internal carbon price to be akin to internally derived transfer price. The later is not
disclosed to the market. We question the value add to the users of this information;
additionally, the prescription of an internal carbon price within the standard is overly
prescriptive. Finally, such a requirement creates a disincentive of preparers to use
internal carbon prices.

Remuneration (Paragraph 21(g))

We suggest remuneration disclosures fit better within S1 as an overarching
disclosure requirement.

Q9c. Do you agree that entities should be required to use the
GHG Protocol to define and measure Scope 1, Scope 2, and
Scope 3 emissions? Why/ why not? Should other
methodologies be allowed? Why/why not?

We agree that the GHG Protocol is the globally accepted methodology to categorise
emissions.
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However, the calculation (measurement) of emissions, particularly scope 3 financed
emissions is complex. To this end, note the helpfulness of the emergence of the
standards setting body Partnership for Carbon Accounting Financials (PCAF). And
also note that despite the development of PCAF standards for financed emissions,
there is need to localise the implementation of the methodology to accommodate or
meet national conditions.

Q9d. Do you agree with the proposal that an entity be We question whether this requirement can be met for the following reasons:
required to provide an aggregation of all seven GHGs for
Scope 1, Scope 2, and Scope 3- expressed in CO2
equivalent; or should the disclosures on Scope 1,2 and 3
emissions be disaggregated by constituent GHG (e.qg.,
disclosing CHa4 separately from NO2)?

e Scope 3 is challenging to estimate even at the macro GHG level without the
added complexity of reporting by gas. Whilst reporting at such granularity
may be appropriate for other sectors (e.g., mining or manufacturing) this is
less material for a bank. Further the effort to disclose this level of detail
outweighs the usefulness to decision makers.

e To report accurately, banks rely on the supply chain to define gases at this
level. Banks’ supply chains include third parties that may have less mature
reporting systems in place to track and quantify emissions.

Q9e preamble. Do you agree that entities should be required  The focus should be on the consolidated entity.
to separately disclosure Scope 1 and Scope 2 emissions for:

Q9e.i. the consolidated entity

Q9e.ii for any associates, JVs, unconsolidated subsidiaries, The consolidated accounting group and subsidiaries reporting requirement is new
and affiliates? Why/why not? and challenging to comply with in a cross-border context. It is recommended that
disaggregated disclosure of consolidated entity emissions be optional.

Q9f. Do you agree with the proposed inclusion of absolute We support staged implementation of the requirements of S2 with Scope 3
gross Scope 3 emissions as a cross-industry metric category  emissions deferred to a later stage.

for disclosure by all entities, subject to materiality? If not,
what would you suggest and why?

Targets [Para 23; BC119-122]

We support further clarity on the definition of materiality.

Q10a. Do you agree with the proposed disclosure about Support.

i - 2 2
climate-related targets? Why or why not’ We suggest the ISSB consider disclosures:
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Q10b. Do you think the proposed definition of ‘latest
international agreement in climate change’ is sufficiently
clear? If not, what would you suggest and why?

¢ When targets change and evolve as methodologies and estimates change.

¢ How targets are to be managed if there are significant changes in the
business activities or structure of the entity. Such changes could also be
outside of the entity’s control.

We suggest that the definition is too broad and subject to varied interpretation.

We suggest nominating a more specific group of agreements for example the
agreements of the Conference of the Parties, or the G20.

Industry based requirements [Appendix B, B16, B18, B19; BC130-148

Q11a. Do you agree with the approach taken to revising the
SASB Standards to improve international applicability,
including that it will enable entities to apply the requirements
regardless of jurisdiction without reducing the clarity of the
guidance or substantively altering its meaning? If not, what
alternative approach would you suggest and why?

Q11b. Do you agree with the proposed amendment that are
intended to improve the international applicability of a subset
of industry disclosure requirements? If not, why not?

Q11c. Do you agree that the proposed amendments will
enable an entity that has used the relevant SASB Standards
in prior period to continue to provide information consistent
with the equivalent disclosures in prior periods? Why/why
not?

Agree with maintaining continuity and consistency with SASB is important to
maintain.

However, we see limitations of the way in which the incorporation of the SASB
Standards is planned into [Draft] IFRS S2. These limitations are discussed in the
remainder of Q11.

We note that some industries are yet to be covered by the standards. This is
because SASB is standards development prioritises financially material industries.

We suggest that climate related financial disclosures should be material for all
industries because it will take the efforts of all industries to decarbonise. Therefore,
we strongly urge the ISSB considers how sectors hitherto not covered be including
in the reporting standard.

We agree with the proposal however we suggest ISSB provide further detail relating
to how these disclosures are to be made. For example, where an entity has both
banking and insurance operations, it would be helpful to have guidance on how the
disclosures are to be made and which standards are to apply.

The same issue applies for those entities that that operate across multiple
industries. SASB has issued guidance as to what is material, similarly we suggest
ISSB specify the reporting requirement.
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Q11d. Do you agree with the proposed industry-based There is significant concern with the mandating of the metrics in their current form
disclosure requirements for financed and facilitated for several reasons:

emissions, or would the cross-industry requirement to
disclose Scope 3 emissions (which includes Category 15:
Investments) facilitate adequate disclosure?

e Data access, quality, availability will continue to be a challenge for the
foreseeable future.

e Metrics have not been broadly used it will take some time to implement
these measures.

¢ We do not believe that a case has been made for the utility of all the metrics
proposed. We have experience that although some preparers do issue
required metrics under existing standards, users may not be considering
the data in their decision making. We consider this an unproductive use of
preparers’ limited resources.

We suggest:

e A careful consideration of each metric be undertaken with a focus on the
utility of all the metrics listed in the industry-based requirements

e Phased in approach be applied to the implementation of industry specific
metrics through sequential pilots that are incorporated into the ISSBs
forward plan.

Additional matters requiring clarification:

e The Commercial banks appendix has additional requirement for transition
risk

e Standardised methodologies to account for financed emissions exist
although are incomplete and are evolving. The costs for implementation are
not yet known (See also our response to Q12). We consider it premature to
include Scope 3 financed and facilitated emissions as auditable items.

Q11e. Do you agree with the industries classified as ‘carbon-  We do not believe that the Global Industry Classification Standard (GICS) aligns to
related’ in the proposals for commercial banks and insurance the Australian equivalent (ANZSIC). We suggest the ISSB standard should provide
for the use of jurisdictional codes.
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entities? Why/why not? Are there other industries you would
include in this classification? If so, why?

Q11f. Do you agree with the proposed requirement to Partially agree; we support disclosure by asset class, and then by industry (in
disclose both absolute and intensity-based financed separate tables) but doing both (i.e., a matrix) would be excessive.
emissions?

Q11g. Do you agree with the proposal to require disclosure of We agree; this would be logical and would help cover legal obligations of entities.
the methodology used to calculate financed emissions? If
not, what would you suggest and why?

Q11h. Do you agree that an entity be required to use the We agree provided that such a requirement would not preclude entities from using
GHG Protocol Corporate Value Chain (Scope 3) Accounting PCAF or other prescribed methodologies.

and Reporting Standard to provide the proposed disclosures
on financed emissions without the ISSB prescribing a more
specific methodology (such as PCAF’s Global GHG
Accounting & Reporting Standard for the Financial Industry)?
If you don’t agree, what methodology would you suggest and

We acknowledge that PCAF is aligned to the GHG protocol and that is has emerged
as the dominant standard for financed emissions disclosures. We therefore suggest
the ISSB recommends or prescribes PCAF.

why?

Q11j. Do you agree with the proposed industry-based Refer to responses to Qlla-h

requirements? Why/why not? If not, what do you suggest and

why?

QL11l In noting that the industry classifications are used to We seek clarity as to whether the ISSB’s reference to ‘commercial banks’ intended
establish the applicability of the industry-based disclosure to include Approved Deposit-taking Institutions (ADIs)? For example, there are

requirements, do you have any comments or suggestions on  some international banks operating in Australia that do not hold ADI license in

the industry descriptions that define the activities to which the  Australia although they may hold an equivalent license in another country. An ADI

requirements will apply? Why/why not? If not, what do you license entails stricter/higher regulatory obligations. We suggest the industry

suggest and why? description acknowledge this higher level of regulation. It will be an important
distinction for future sustainability issues around economic and financial system
stability (GSIBs, DSIBs) as well as privacy, governance of data, payment systems.

Costs, benefits, and likely effects [BC 46-48]

Q12a. Do you have any comments on the likely benefits of We note that the capability uplift, systems enhancements, data costs, and other
implementing the proposals and the likely costs of costs will be very significant to the banking sector. As a point of comparison, the
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implementing them that the ISSB should consider in Australian banks’ implementation of the Consumer Data Right (open data) cost the

analysing the likely effects of these proposals? industry over AUD$1billion in four years. The uplift and systems enhancements
requirements of the Consumer Data Right are a fraction of what will be required to
enable banking for efficient and accurate reporting.

Additionally, the recent scenario testing of five banks (the Australia equivalent of
CBES) involved many hundreds of bank staff, some of whom were taken out of their
daily duties to perform the test. Many banks also engaged consultants to support
the work.

Whilst we cannot provide detailed projections for the timeframe for upgrading
capability and systems, we estimate not reaching a steady state for some years. In
the case of climate, banks scope 3 disclosures are heavily dependent on the
robustness of scope 1 and scope 2 disclosures of their customers. In the case of
nature and social issues, the metrication and tracking of metrics is nascent.

We see benefits to the implementation of S2 that include:

e Clearer/transparent information for investors and stakeholders which can
support their decision making

e Consolidation of methodology is a benefit to the industry.
Costs:

¢ S2 will entail significant implementation costs. Implementation costs will be
significant in absolute terms for large entities and significant in relative
terms for smaller entities.

e Accessing the data (when it exists) will also incur costs

e Having the right people with the right skills will take time and will be
expensive given the shortage of such skills in the market.

e The standard requires an uplift in systems and the combining of financial
and nonfinancial data sets to create new data.

e Significant work will be required to develop the enabling tools such that they
complement the banks’ current architecture.
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o We refer the ISSB to the report by the Sustainability Institute regarding the
costs and benefits of climate-related disclosures which estimates issuer
costs at circa US$500,000 per annum (here). We note that this estimation is
likely to be an underestimate for banking given the complex data needs of
banking and the complexity of models. Further this estimate does not
include the greater costs of establishing the systems and people capability.

e  Assurance costs will increase, especially as some of the data will be
challenging to acquire and to then confirm accuracy. From a cost (and
achievability perspective) there is significant cost difference between limited
and reasonable assurance.

To ease the burden of cost on reporting entities, we suggest:

e Support for the need for safe harbour provisions in the context of
misleading and deceptive conduct.

e Consideration be given to the establishment of a ‘pre assurance’ status in
the pre-maturity phase of implementation of S2

¢ Arecommendation to regulators to make known their expectations
regarding the level of assurance for reporting entities.

e Limited assurance on metrics, for example, assurance can involve testing
the accuracy of the definition and not the measure itself. It is within the
ambit of the bank to develop their models and not for the assurer to
determine whether the model is right or wrong.

e Open-source government provided, or validated data would assist banks to
undertake reporting in a standardised way and will limit the efforts required
for assurance.

¢ Phased implementation of the standards which considers the size and
complexity of the entity and the ability to accurately report on Scope 3


https://www.sustainability.com/thinking/costs-and-benefits-of-climate-related-disclosure-activities-by-corporate-issuers-and-institutional-investors/
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emissions (noting the limitations to such reporting to banks as described
throughout this submission).

12b. Do you have any comments on the costs of ongoing We suggest publication of the ISSB’s forward work plan or a consultation on a
application of the proposals that the ISSB should consider? proposed forward plan.

12c. Are there any disclosure requirements included in the
ED for which the benefits would not outweigh the costs
associated with preparing that information?

Verifiability and enforceability IFRS ED S1

Q13. Are there any disclosure requirements proposed inthe  Some assurance professionals have indicated that they intend to audit the models

ED that would present particular challenges to verify or to of banks. We have significant reservations about auditors having the requisite
enforce (or that cannot be verified or enforced) by auditors banking and climate knowledge to be able to validate the assumptions underlying
and regulators? If you have identified any disclosure models.

requirements that present challenges, please provide your

reasoning. For further detail refer to our response to S2 Q12.

Effective date [BC190-BC194; IFRS ED S1]

Q14a. Do you think that the effective date of the ED should We suggest the ISSB take additional time to consider the issues pertaining

be earlier, later or the same as that of [draft] IRFS S1 specifically to climate disclosures and therefore suggest a small delay between
General Requirements for Disclosure of Sustainability-related finalising S1 and S2 may be needed. For further detail refer to our Q14b response.
financial information? Why?

Q14b. When the ISSB sets the effective date, how long does  Refer to response to S1 Q13.
this need to be after a final Standard is issued? Please
explain the reason for your answer including specific
information about the preparations that will be required by
entities applying the proposals in the ED.

There are several complexities which will require resolution for banks to report
under S2. We note that the timing for reporting into the national context is subject to
individual jurisdictions, however, it would be helpful for the S2 standard to
acknowledge the current state of lack of readiness to implement the S2 standards
as though in a mature state. There are several issues the ISSB ought to consider:

e The standard assumes that entities already have the data required to report
on the metrics and this is not always the case.



o . Australian Banking
&y o Association

Question ABA Position

e Itis not the case that metrics are calculated the same by entities of the
same industry within a country. This is exemplified by the New Zealand
implementation with the standard setter, the XRB, has enabled industry
collaboration to develop and access the required data. In Australia
exemptions to the competition laws would possibly be required to achieve
this level of collaboration.

e The envisaged process requires live data feeds which are not yet
achievable.

¢ Banks will need to upscale their human resource capability
o Banks will need to align scenarios for comparability

¢ Banks will need to develop their financial models to accommodate climate
financial risk parameters

e Systems changes may be required to store new climate data

e Systems changes may be required to automate the analysis of exposures
to climate risk. Currently such information is held in systems inaccessible
form and requires manual review of client files.

e Banks are highly dependent on customers reporting of customer scope 1
and 2 emissions for banks to report accurately on their scope 3 emissions.
Such reporting is nascent.

¢ Auditability of the resultant disclosures.
We suggest that:

e new standards will require a two-year process to implement in their
minimum viable product format (and not to be provided to any level of
assurance) and from there to build out the maturity of the systems. The
rollout could be aligned to that adopted by the TCFD which commenced
with the largest entities first.
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Question ABA Position

e as a principle that entities which meet current requirements to produce
general purpose financial statements could be listed for earlier phasing in
irrespective of whether the entity is listed on a securities exchange.

e Scope 3 emissions reporting for banks be delayed for a further two years.

e reporting be done on a full-year basis with interim reporting only required for
material changes from the full-year disclosures.

Global baseline

Q16. Are there any particular aspects of the proposal in the Refer to response in S1 Q14
ED that you believe would limit the ability of IFRS

Sustainability Disclosure Standards to be used in this

manner? If so, what aspects and why? What do you suggest

instead and why?
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Appendix 3: [Draft] ED Volume B19 Mortgage Finance

Subsection ABA Position

Australia presently does not have a commonly accepted national approach to designation/identification of 100-year flood
zones. Without additional guidance on acceptable source of data disclosures will be of variable quality and likely to not
be comparable between lenders. Additionally, the use of number and value of loans in 100-year flood zones will not have
a direct relationship a lender’s current climate risk exposure. Fluvial (riverine floods), pluvial (flash floods and surface
waters) flooding peril coverage is commonly included within general household insurance held as a requirement of
mortgage finance. Disclosure of collateral identified as potentially flood exposed without providing context for insurance
coverage would significantly overstate the risk to mortgage finance providers.

Reporting against this metric in the absence of reliable data would fail to meet the ISSB objective to allow assessment of

Metrics (FN-MF- the effects of significant climate-related risks on enterprise value. The ISSB should consider making disclosure of this
450a.1) metric optional based on the maturity of data available in the region and require contextual information on the impact of
(1) Number and (2) Insurance.

value of mortgage We suggest the following considerations or amendments:

loans in 100-year

flood zones e Industry description needs to be more general.
e Is this metric based on current risk or is it situated as in climate exposure in 100 years? Where is the climate
overlay?
e Consider whether the metric should be 1 in 50 years
e Look at all loans, where located, are they in the zone, what is the # and value — risk now on current portfolio.
e Do you prescribe at a country level the source of the data — this has been removed?
e Metric does not take into consideration insurability of the property
Metrics (FN-MF- This metric appears to be backward looking not forward looking. We suggested clarity in respect to what it is intended to
450a.2) show. For example, is it the intention that entities disclose their provisions for potential future climate related events?
(1) Total expected We further note:

loss and (2) Loss
Given Default (LGD)
attributable to

Can ‘loss given default (and similar metrics) be aligned to the relevant accounting standard? For example,

AASB/IFRS 9.
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mortgage loan o Broadly definitions are the same but suggest it best to reference those standards to avoid potential for confusion.
default and e o

delinquency due to ¢ Inrespect to weather related natural catastrophes we seek clarification on what is in scope.

weather-related ¢ We suggest clarifying whether there is a timeframe requirement for example, losses up to 2030.

natural catastrophes,
by geographic region

Metrics (FN-MF-
450a.3)

Description of how

climate change and We seek clarity from the ISSB’s forward plan as to whether there will be a requirement to consider home lending

qthker environmental  processes with a broader sustainability lens in future standards (for example social risks around affordability).
risks are

incorporated into
mortgage origination
and underwriting
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Appendix 4: [Draft] ED Volume B16 Commercial Banks

Subsection

Discussion

Metrics (FN-CB-1)

(1) Gross exposure
to carbon-related
industries, by
industry, (2) total
gross exposure to all
industries, and (3)
percentage of total
gross exposure for
each carbon-related
industry

Metrics (FN-CB-2)
Percentage of gross
exposure included in
the financed
emissions
calculation

Metrics (FN-CB-3)
For each industry by
asset class: (1)
absolute gross (a)
Scope 1 emissions,
(b) Scope 2
emissions, (c) Scope
3 emissions and (2)

Refer to response to Q1d-h
In addition:

Inclusion of the Homebuilding and Real Estate Management & Development categories will result in double counting of
exposures from embodied emissions in building products (counted in the Construction Materials category), and electricity
(counted in the Electric Utilities, Gas Utilities and Multi Utilities categories). Endeavours should be made to limit double
counting of exposures.

Banking sector has a role in assisting with transparency of sectors across all scopes. It provides a significant benefit to
the market. In the first instance, we suggest a phased approach based on a ‘significance’ threshold by sectoral
emissions factors. Further, we suggest considerations to be applied to calculation using current methodologies.

There is not necessarily a linear relationship between levels of financed emissions and climate transition risks facing
financial institutions. For example, the recent energy commaodity price boom highlights that highly carbon-intensive
energy suppliers can often be resilient in the short term (1-7 years) to transition scenarios due to the low costs
associated with their business and high profit margins. A lender to oil and gas would report high financed emissions but
in the short term would expect a relatively low impact on expected credit losses from climate-related risks within usual
timeframes of general purpose financial reporting. Likewise, a lender to Construction Materials or Homebuilding
categories would not necessarily experience elevated credit losses as these industries are essential in meeting the
resilience challenges of climate change. The ISSB (and local standard setters such as the AASB) should exercise
caution when equating transition risks exposure to simple metrics of Scope 3 emissions.
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gross exposure (i.e.,
financed emissions)

Metrics (FN-CB-4) Refer to comment for FN-CB-4
For each industry by
asset class: (1) gross
emissions intensity
by (a) Scope 1
emissions (b) Scope
2 emissions, and (c)
Scope 3 emissions,
and (2) gross
exposure (i.e.,
financed emissions)

Metrics (FN-CB-5) The technical estimation of financed emissions in Australia is in its infancy with available calculation methods for SME
methodology used to  business activities being inaccurate. Recent supply chain engagement for value chain carbon accounting has found
calculate financed commonly used industry default factors have overestimated actuals by up to 96%. In the absence of accepted
emissions measurement criteria, the inclusion of Scope 3 financed emissions jeopardises the ability of organisations to produce

reliable financial statements. The ISSB (and local standard setter, ASSB) needs to acknowledge the challenges of
financed emissions estimation and allow for a staged approach for regional method development. It is recommended that
initially SME lending is excluded, and commercial lending Scope 3 emissions are limited to Oil, Gas & Consumable
Fuels, and Electric Utilities, Gas Utilities and Multi Utilities.
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Via online submission: The International Sustainability Standards Board (ISSB)

Re: Request for comment on Exposure Drafts: General Sustainability-related Disclosures and Climate-
related Disclosures

AustralianSuper welcomes the opportunity to provide feedback on the ISSB Draft IFRS S1 General Requirements
for Disclosure of Sustainability-related Financial Information and IFRS S2 Climate-related Disclosures.

AustralianSuper is Australia’s largest superannuation fund and is run only to benefit members. Over 2.7 million
Australians are members of AustralianSuper with over $261bn in member assets under management. We are the
custodians of the retirement savings of more than 10% of Australia’s workforce. Our purpose is to ensure
members achieve their best financial position in retirement and in doing so, we always act in members’ best
financial interests. The Fund actively stewards its capital and uses its influence to create long-term value and has
a long-standing position of embedding ESG considerations into its investment decision making to meet this aim.

Climate change is one of the most significant issues facing investors today. Climate-related risks will impact
economies, asset classes and industries, as well as societies and the physical environment. AustralianSuper has
a responsibility to manage the risks and opportunities arising from climate change and climate change has been
identified as a material consideration for the portfolio by the Fund’s Board.

The Fund has committed to managing its investment portfolio to net zero carbon emissions by 2050. The
commitment was made in members’ best financial interests given the risk climate change presents to the Fund’s
long-term investment performance.

Our net zero commitment builds on the actions we are taking to manage the transition and physical risks in the
portfolio and our desire to produce outcomes that create and/or enhance companies’ financial value. These
actions are conducted across four pillars of investment, stewardship, measurement and reporting, and advocacy.

1. General
AustralianSuper welcomes the publication of IFRS S1 General Requirements for Disclosure of Sustainability-
related Financial Information and IFRS S2 Climate-related Disclosures. A global approach to the development of

sustainability disclosure standards will support decision making relating to ESG risks and opportunities

We have provided comment in relation to the implementation of the standards in a submission provided to the
Australian Accounting Standards Board (AASB) which we have included below.

We support the approach that entities will be required to disclose information that is material and gives insight into

an entity’s sustainability-related risks and opportunities that affect enterprise value. We note that the
requirements to consider these impacts over the medium and long term are critical in particular to value creation.
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2. Australian adoption

As an active, long-term investor, AustralianSuper applies a comprehensive approach to managing ESG and
climate risks and opportunities in our portfolio. We believe the implementation of the standards in Australia will
support our investment decision-making and stewardship activities.

The implementation of the ISSB standards in Australia will ensure alignment with global best practice by providing
investors and users of sustainability disclosures with comparable and consistent information. As investors in
domestic and global markets a consistent global set of standards is encouraged and welcomed.

We expect the proposals in Exposure Drafts of IFRS S1 and IFRS S2 will result in useful information for primary
users of general-purpose financial reports.

3. Implementation: Transition period (phase in approach)

We consider that whilst some entities are reasonably mature and prepared for the introduction of these new
disclosure standards, some entities will require time to scale up their expertise and capacity. We consider a
staged/phased in approach to implementation could be appropriate and would be preferable to amending the
international standards for the Australian market. This could allow entities time to scale up capabilities. We
recommended to the AASB that consideration be given to a phased in approach such as initial adoption by large
listed entities for IFRS S1 and high emitting companies for IFRS S2.

We support a phased in approach where disclosures rely on underlying entity reporting such as relating to Scope
3 emissions Category 15: Investments. Data gap allowances for this category of emissions disclosures should
also be considered, factoring in transparency as to what the gaps are, reasons for them and improvements
anticipated in future reporting periods.

4, Timeliness of reporting

We agree in principle that sustainability-related financial disclosures should be provided at the same time as the
financial statements to which they relate.

Additional allowances for disclosure timeframes should be considered where aggregation of underlying
investments is required such as Scope 3 emissions Category 15: Investments.

5. Auditing and Assurance
There is a critical role for independent external assurance to provide credibility to sustainability information.

Given the proposed climate change disclosures include requirements for disclosures of a forward-looking nature,
we welcome jurisdictional consultation and discussions regarding their implementation with jurisdictional bodies
such as the AASB. This could include the expectations and ability of entities to make these disclosures in the
current Australian legal environment, and development of the related scope of assurance.

6. Reporting alignment

As proposed in paragraph 37 of IFRS S1, we support aligning the reporting entity for which sustainability-related
information is provided with the reporting entity preparing related financial statements. It would be helpful if the
final standards explicitly acknowledged that this alignment includes the application of the exception to
consolidation applicable to investment entities contained in IFRS 10 Consolidated Financial Statements.



7. Industry-based disclosure requirements

We support industry-based disclosure requirements. With regards to IFRS S2 Appendix B Industry-based
disclosure requirements, we encourage engagement with industry and further consultation to expand the
industries to ensure fit for purpose definitions and complete coverage.

We note that the ‘Financials’ industry groups in Appendix B include Asset Management but not Asset Owners
such as pension and superannuation funds. Due to the unique nature of pension and superannuation funds with
respect to climate-related risks and opportunities, it is important that industry specific disclosure requirements are
developed for asset owners. We would welcome involvement in this process.

We also note that private asset sectors are not currently captured in the industry groups. We would support
separate consultation to ensure consistency and applicability.

We would also welcome further consultation and engagement relating to the Finance industry disclosure
requirements utilising the Partnership for Carbon Accounting Financials (PCAF) Global GHG Accounting &
Reporting Standard for the Financial Industry.

8. Disclosure — Taskforce on Climate-related Financial Disclosures (TCFD) alignment
We support the alignment of ISSB standards with the Taskforce on Climate-related Financial Disclosures (TCFD)
recommendations, which would allow for building upon current voluntary disclosures and provide for standardised
disclosures as a basis for comparative assessment.

9. Additional feedback

We would be pleased to provide additional information or to discuss our feedback in further detail. If that would be
of assistance, please contact Andrew Gray, Director, ESG & Stewardship (AGray@australiansuper.com).

Yours Sincerely,

Andrew Gray
Director, ESG & Stewardship — AustralianSuper

m C #ijcwm

Matthew Harrington
Chief Financial Officer — AustralianSuper
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Dear Sir, enquiries@aware.com.au

Re: IFRS SUSTAINABILITY DISCLOSURE STANDARDS e
Sustainability must be made core to every entity’s strategy and capital allocation process. As such, Aware
Super supports ISSB’s move to build on the foundational work from established frameworks such as IASB,
Greenhouse Gas Protocol and Task Force on Climate-related Financial Disclosures (TCFD), in developing a
set of global standards to baseline comparable disclosure of sustainability-related financial information.

In principle, we support ACSI's submission and make our own submission reinforcing a number of key
points including where there is further clarification/challenge required to support the adoption of these
standards to the Australian jurisdiction, and in particular, financial services industry.

As an institutional investor and custodian of the retirement savings of more than 1.1 million everyday
Australians representing approximately $150 billion, any information about sustainability that is material
to a decision on capital allocation, enables us to thoughtfully consider the impact sustainability-related
issues has on financial prospects, position and performance of reporting entities, and in turn, our
members’ future.

The challenges ahead lie in how we as an unlisted company, consider the implications of the ISSB draft
standards on our own financial information systems and reporting practices, and the maturity of our own
sustainability controls and procedures across other internal functions, not just investments.

About Aware Super

Aware Super has been the fund for people who value the community since 1992 and we're now one of
Australia’s largest funds and continuing to grow. Our members include teachers, nurses, public servants,
and emergency services officers—work in roles that support our community, and they expect us to do the
same by investing in ways that do well for them, and good for all.

ISSB and the Draft Standards
Aware Super welcomes the creation of the ISSB and the Draft Standards. As an institutional investor with
over $150bn in funds under management, we recognise that:

e ESG performance is financially material for long-term investors. However, the short-term
outlook of many in the investment system means that present market prices do not always
capture these risks and opportunities.

o Markets do not always operate in the interest of long-term investors and their
beneficiaries. Fiduciary investors have an opportunity and a responsibility to engage with policy
makers to better align the operation of the financial system with the interest of the beneficiaries.

As long-term investors, we need information on investee companies’ sustainability risks and
opportunities, their approach to managing these risks and opportunities, including the relevant
performance metrics. Such information is used by us in risk assessment, stewardship activity and
investment decisions. As we invest across global markets, there is a strong appetite for consistency and

Aware Super Pty Ltd ABN 11118 202 672 AFSL 293340 is the trustee of Aware Super ABN 53 226 460 365
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comparability in the approach to disclosure. Therefore, we welcome the establishment of the ISSB and
the development of Draft Standards, and we are pleased to be able to provide our feedback.

Overall, we welcome the Draft Standards, and our view is that they are sufficiently comprehensive, while
maintaining flexibility for organisations to disclose only on the issues that are material to them.

Aware Super welcomes the harmonisation and the detailed and integrated approach.

Consistent with existing Australian requirements

The approach set out in the Draft Standards requiring disclosure of material information about
sustainability risks is consistent with existing requirements that apply to listed companies in Australia. In
particular, a listed company in Australia is required by the Corporations Act to include in its directors’
report information that shareholders would reasonably require to make an informed assessment of the
entity’s operations, financial position, business strategies and prospects for future financial years.’

Relevant regulatory guidance? effectively requires a company to makes disclosure of material business
risks, which include environmental, social and governance (ESG) risks, where those risks could affect the
entity’s achievement of its financial performance or outcomes, taking into account the nature and
business of the entity and its business strategy. Therefore, effectively listed companies have an existing
requirement to discuss material ESG risks in their annual disclosures.

Many companies already disclose material sustainability risks. In addition to fulfilling the legal
requirements outlined above, many companies also prepare additional disclosures, such as a sustainability
report, or other similar disclosures. ACSI, our ESG research provider in Australia has, since 2008,
conducted research into the disclosure practices of ASX listed companies in respect of ESG reporting.
Their research shows that in 2021, 140 of the ASX200 companies were rated ‘detailed’ or ‘comprehensive’
disclosers?, indicating that these companies are likely to be better placed to disclose in accordance the
Draft Standards.

Notwithstanding the existing requirements in Australia, we welcome the framework proposed by the ISSB
as it aims to drive a more consistent, comparable and detailed approach to disclosure.

Aware Super supports the materiality definition and recommends increased focus on the long-
term

We support the definition of materiality proposed and the implicit statement that sustainability risks and
opportunities are financially material. We recommend that the Draft Standards should explicitly state this
fact, and increase the references to long-term perspectives.

In the context of the materiality discussion, we caution against promoting a false distinction between
investors and the interests of other stakeholders. Over the long-term, where entities have effective and
mutually beneficial relationships with their stakeholders, they are more likely to be successful. This
approach was very well articulated by Justice Hayne in the Australian Financial Services Royal
Commissions when he said:

The longer the period of reference, the more likely it is that the interests of shareholders, customers,
employees and all associated with any corporation will be seen as converging on the corporation’s
continued long-term financial advantage. And long-term financial advantage will more likely follow
if the entity conducts its business according to proper standards, treats its employees well and seeks

" Corporations Act (Cth) 2001 section 299A(1)
2 ASIC Regulatory Guide 247 paragraphs 61-64

3 ACSI ESG Reporting 2021 https://acsi.org.au/wp-content/uploads/2022/07/1ACSI-ESG-Reporting-Trends-in-the-
ASX200-JUN22-.pdf
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to provide financial results to shareholders that, in the long run, are better than other investments of
broadly similar risk*.

Accordingly, we support the materiality definition proposed, however we recommend that the Draft
Standards promote sufficient consideration of sustainability risks that are present over the long-term.
While the Draft IFRS S1 does incorporate reference to the long-term, there is opportunity to strengthen
the Standard in this respect. We suggest that guidance be provided that encourages appropriate long-
term approach, specifies appropriate time frames and that preparers clearly disclose how they interpret
short, medium and longer-term time frames.

We recommend that differences between the term ‘significant’ and ‘material’ be clarified.

Interaction with other sustainability standards

We are aware of comments from some across the market suggesting that Draft IFRS S1 is broadly drafted,
with concerns that it appears to require reporting entities to reference a wide variety of existing standards
and practises (such as the SASB Standards, the CDSB Framework application guidance and the
sustainability related risks and opportunities identified by entities that operate in the same industry of
geography as set out paragraph 51) to identify risk.

Our view is that the Draft IFRS S1 is clear that reporting entities should apply judgement to identify
material sustainability related financial information and that entities do not need to provide a specific
disclosure that would otherwise be required by another Sustainability Disclosure Standard if the
information is not material. This is the case even if the Standard sets out specific requirements or
describes them as minimum requirements. We consider that it could be interpreted that Draft IFRS S1
merely references sources a reporting entity can refer to in order to understand the types of risks it might
consider for assessment, rather than mandating disclosure. Nonetheless, we recommend that the ISSB
provide further clarification on this point.

Aware Super supports clear statements on measurement uncertainty that provide comfort to
entities in respect of forward-looking statements.

With the growth and focus across the market on sustainability issues, there have also been concerns
raised by preparers in respect of forward-looking statements. Such concerns have been helpfully
addressed in Australia within existing regulatory guidance, which makes it clear that preparers are unlikely
to be found liable for misleading or deceptive forward-looking statements provided the statements are
properly framed, they have a reasonable basis (which includes good governance at board level to sign off
the statements) and there is ongoing compliance with disclosure obligations when circumstances change.

The statements in the Draft IFRS S1 on sources of estimation and outcome uncertainty (paragraphs 79-83)
are consistent with the Australian regulatory guidance in this respect, as those sections in the Draft
Standard outline the use of reasonable estimates and require disclosure of the sources and nature of
estimation uncertainty. Paragraph 83 also requires disclosure of information about the assumptions a
preparer makes about the future as well as disclosure of sources of significant uncertainty, where there is
significant outcome uncertainty. Our view is that this is consistent with the Australian approach that
requires proper framing of forward-looking statements so that they are not considered to be misleading.
It makes sense that when considering whether a statement is misleading that the statement be
considered in its entirety. Disclosures that are properly framed, with relevant qualifications clear, and
methodology outlined, so as to fully inform the reader of material information, significantly reduce the
risk of being found misleading. They are capable of being supported with a reasonable basis, when
considered in their entirety, and there are many relevant examples across the market. We therefore

4 Justice Hayne in the Final Report of the Royal Commission into Misconduct in the Banking, Superannuation and Fi-
nancial Services Industry, February 2019 Volume 1 at page 403
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support the statements in Draft IFRS S1 that encourage disclosure on estimation and outcome
uncertainty.

Together these provisions appropriately balance investors’ needs for appropriate disclosure of material
sustainability risks, (for which preparers should remain accountable), with the inherent uncertainty of
forward-looking information. In this respect, this reflects existing practice, with many Australian listed
companies currently making and managing such forward-looking statements in disclosures such as TCFD
reports and other climate change-related reporting. In the context of financial reporting, many
organisations currently rely on forward looking assumptions when considering asset valuations or
provisioning.

Our view is that a safe harbour for disclosures made under the Draft Standards is not necessary or
appropriate. As outlined above, there are sufficient protections where disclosures are appropriately
framed and have a reasonable basis. Investors need comfort that there is appropriate accountability for
disclosures that are made. Nonetheless, investors do not expect preparers to predict the unpredictable,
but instead make realistic and properly articulated disclosures that have a reasonable basis. Additional
regulatory guidance on what constitutes a reasonable basis, or examples of appropriate framing may be
helpful. In addition, an appropriate transition time frames would support preparers to put in place
systems and processes to support their disclosures.

Aware Super recommends adoption of the Standards in Australia

Current examples of good practice within listed companies in Australia provide a sound basis for adoption
of the Draft Standards. Nonetheless, there will need to be appropriate transition arrangements for those
areas of the market that are less mature, or to allow service providers (such as auditors) to scale up
expertise to match expected demand. Accordingly, we would recommend a phase in period of two to
three years to develop the systems and expertise necessary. Furthermore, as outlined above, our view is
that a safe harbour is unnecessary (whether transitional or otherwise), instead transition periods will allow
entities to appropriately prepare for adoption of the Draft Standards.

Yours sincerely,

/r

Deanne Stewart
Chief Executive Officer
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Dear Mr Faber
BCSD Australia Submission: ISSB [Draft] IFRS S1 & IFRS2 General Requirements for Disclosure

The Business Council for Sustainable Development (BCSD) Australia welcomes the opportunity to comment on
International Financial Reporting Standards (IFRS) S1 General Requirements for Disclosure of Sustainability-
related Financial Information and IFRS sustainability disclosure standard — IFRS S2 Climate-related disclosures.
As the Australian Network Partner of the World Business Council for Sustainable Development (WBCSD), BCSD
Australia brings together Australian businesses (public and private; large, SME), government, philanthropy and
academia. We work together with CEOs, CFOs, and CSOs to accelerate the system transformations needed for a
net zero, nature positive, and more equitable future.

We strongly support the aims and objectives of the United Nations Sustainable Development Goals (SDGs)
which seek to address the world’s most urgent economic, environmental and social challenges. As a universal
agreement to work towards a better and more sustainable future, the SDGs closely align with our purpose —
making successful companies by making them more sustainable.

Context
It is currently an exciting time in the world of setting standards for sustainability reporting. It is also a complex
and confusing one.

We recognise that the formation of the International Sustainability Standards Board (ISSB) represents the start
of a journey for the International Financial Reporting Standards Foundation (IFRS Foundation) and the users of
IFRS. The Exposure Drafts for IFRS S1 General Requirements for Disclosure of Sustainability-related Financial
Information and IFRS S2 Climate-related disclosures represent a milestone in advancing the management of
sustainability issues.

The Proposals & Standards Architecture
The ISSB proposals are to form the structure within which jurisdiction-specific disclosure regimes are
elaborated.

Developed in the wake of the COP26 conference in October 2021, and in response to requests from G20 leaders
and the International Organization of Securities Commissions (I0SCO) (among others), the ISSB’s proposed
sustainability disclosure standards mark the first major steps in creating alignment between differing
sustainability disclosure regimes and helping meet investor information needs on sustainability-related risks and
opportunities.

The publication of these exposure drafts is a historic achievement and that climate and wider sustainability and
ESG data is to an increasing extent being used for capital allocation decisions, and therefore, needs to lead the
way on being as reliable and comparable as financial reporting. Perhaps more-so.

BCSD Australia the national body representing forward-thinking companies and organisations that are working towards the transition to a sustainable
the World Business Council for

Australia. Our mission is to accelerate this transition by making sustainable business more successful. BCSD Aust
Sustainable Development’s Australian Network Partner, the world’s leading CEO-led organization for sustainability and business.



In this context, the range of information that could be relevant for the purposes of determining enterprise value
is broader than just the information contained in financial statements.

Reporting entities will need also to disclose societal and environmental impacts, to the extent that they
influence a primary user's assessment of that entity’s enterprise value (and so affect the returns to providers of
financial capital).

This approach can be distinguished from:

(a) broad-based corporate disclosure obligations regarding sustainability matters which aim to meet the needs
of multiple stakeholders (often based on jurisdiction-specific requirements); and

(b) traditional financial reporting which requires a user to base their assessment of enterprise value on historical
monetary data.

We applaud the ISSB’s stated intention to consolidate and build on existing reporting frameworks and this can
be seen in the proposed architecture of the standards. As Emmanuel Faber, Chair of the ISSB, has said that the
draft standards are “fully building upon the recommendations of the Task Force on Climate-related Financial
Disclosures (TCFD), and they also incorporate industry-specific requirements based on the SASB Standards.”

Strengthening the Standards

This covering letter takes the opportunity to summarise eight key recommendations of general application that
have emerged through our reading of IFRS. In considering the architecture of the ISSB’s proposed sustainability
disclosure standards we

Recommend consideration of the following matters.

o Definitions: More clearly define what constitutes a “significant” sustainability-related risk. The
significance of the sustainability-related risks forms the basis for disclosure. To many, this is relatively
new. Recommend the general sustainability standard could more clearly articulate how companies can
determine if a particular risk is “significant” in the context of business model, strategy and cash flows,
access to finance and cost of capital. Concepts used by WBCSD and COSQ’s supplemental guidance for
applying enterprise risk management to ESG-related risks should be helpful.

e Time horizons: There is probably a need to further clarify the time horizons to consider for “enterprise
value.” Companies request more prescriptive approaches to disclosing activities that could have a
(long-term) impact on enterprise value. Companies will need more detail about users' expectations on
the time horizons for assessing sustainability-related risks and opportunities. Consider clearly state
that companies must disclose information on long-term ESG developments that could reasonably and
materially impact the balance sheet or P&L should sustainability risks and/or opportunities materialize,
while identifying exactly what is meant by short, medium and long term.

o lllustrative guidance: The exposure drafts contain elements that require further clarification. For
example, "significant risks and opportunities" and "time horizons," as outlined above. Consider
supplementing the standards with additional illustrative guidance on determining significant
sustainability risks and opportunities. We believe it could be helpful to issue further illustrative
guidance in these and other areas to help companies understand what constitutes a sustainability-
related risk and/or what may be material in the context of time horizons and enterprise value. WBCSD
has developed guidance on various practices related to sustainability-related financial disclosure,
including risk management, scenario analysis and assurance. We hope that the ISSB will draw on or
refer to these resources to support companies with processes that support high quality disclosure.

e Use of the SASB industry-specific standards. Recommend a similar rigorous approach and process for
industry-specific metrics, while considering emerging and developing economies. For example, WBCSD



welcomes the use of the SASB industry-specific standards, but encourages the ISSB to undergo its due
process for the necessary revisions, as these standards were developed under a process and
framework that are not identical with the ISSB's. The appropriate revision of the SASB standards will
ensure that they are expanded in scope and made applicable internationally.

Phase-in period. Companies support aligning the sustainability reporting period to the timing of the
financial statements. That said, many companies will need time to invest in the data systems and
technology to ensure the quality and availability of information is not compromised. This is especially
true for large multinational companies and conglomerates. Recommend a transition phase of up to
three years where the reporting period can differ between the financial and sustainability information
would help companies prepare.

Alignment; Insist on stronger, clearly aligned approaches between international and jurisdictional
efforts — specifically on alignment of terminology. We welcome the establishment of the ISSB working
group to enhance compatibility between the global baseline and the jurisdictional initiatives. In our
view, it is imperative to align from key concepts down to the terminology between the standards,
including the GRI and EU standards. Different terminology and concepts are confusing to preparers and
reduces the quality and comparability of information.

The European Financial Reporting Advisory Group (EFRAG) is working to establish the reporting
standards for the European Union’s Corporate Sustainability Reporting Directive (CSRD). The Global
Reporting Initiative (GRI) had been supporting this work and more recently announced a collaboration
with the ISSB.

Both proposed standards require consideration of the SASB Standards, which identify the sustainability
disclosure topics most relevant to enterprise value for a typical business in each of 77 different
industries.

So, while we understand that the intention is for each standard to be complementary to the others in
order to minimise duplicate disclosure. Critical is that the general requirements standard should deal
“only with holistic and common disclosure requirements, removing duplication and leaving topic-
specific requirements to the specific disclosure topic standards.

The ISSB is seeking to embed SASB’s industry-based approach into its process and, notably, in an
upcoming organisational change, the Value Reporting Foundation (which hosts the SASB Standards)
will be consolidated into the IFRS Foundation, following formal approval by the respective governing
boards in June.

We do wish to note to the fact that the SASB Standards are notably US-centric. The ISSB acknowledges
that this is a potential issue, so we welcome that it is taking on the leadership of a project to improve
the international applicability of the SASB Standards.

Critically the SASB Standards are based largely on research into the US market and contain multiple
references to US-specific regulations. We would caution that until the ISSB’s work on international
applicability is complete, the SASB Standards should only constitute non-mandatory guidance where an
IFRS Sustainability Disclosure Standard for a specific topic does not yet exist.

Building Capacity: WBCSD has extensive experience in providing feedback and best practice on
sustainability risk and reporting frameworks, including directly to the Taskforce on Climate related
Financial Disclosures (TCFD). WBCSD members have worked on TCFD interpretation and
implementation for several years through our Preparer Forum initiatives for priority non-financial



sectors: Autos, Electric Utilities, , Construction & Building Materials, Chemicals, Oil & Gas. Consider
establishing an official Preparer Forum to aid the uptake of the standards as a global baseline. WBCSD
and its CFO Network would welcome the opportunity to discuss how this experience may be of use to
the ISSB in implementing its final set of standards.

e Urgency: BCSD Australia also respectfully requests that the ISSB moves quickly to develop additional
standards for other ESG topics, for instance, on social elements. Entities are likely to identify material
topics for which an ISSB standard does not yet exist. Having ready-made standards for the most likely
additional topics will ensure that entities can report in line with the ISSB’s expectations. Providing a
clear workplan of the topics and approaches that the ISSB will consider will help entities to prepare
accordingly. It is important that the diligent but perhaps at times confusion array of many NGOs
currently working on standards for sustainability reporting is not simply replaced by a world of
confusion from different government-backed organizations doing the same thing.

In Appendix 1 we have responded below to each of the 17 consultation questions relating to IFRS S1 & IFRS S2.

In Conclusion
The ISSB proposals should be seen in the context of a wider, transnational push to establish a set of global
sustainability standards.

While the EU will mandate the standards developed by EFRAG through the CSRD, the ISSB will depend upon
governments requiring their use. The tension with the EU is obvious. There might eventually need to be some
form of the “Norwalk Agreement” (a convergence project, the “Norwalk Agreement,” was between the FASB
and IASB in 2002 and was heralded as a much-needed step towards harmonization).

However this happens, work should be done to get as close as possible to a global set of standards for
sustainability reporting. But it is important to be realistic about the effort, difficulties, and time it will take to
accomplish this goal. Which will never be achieved in the purist sense. Just as is the case for current financial
reporting standards.

At the end of the day, the overall aim is to bridge the divide between conventional financial disclosures and ISSB
sustainability disclosures, so that they can in combination paint the full picture in relation to enterprise value.

We applaud the work of the IFRS towards this end.

Please note that this consultation response was released in the name of BCSD Australia. It does not mean that
every member company agrees with every word.

Andrew Petersen
CEO | Business Council for Sustainable Development Australia
andrew.petersen@bcsda.org.au | 0412 545 994




Appendix 1

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

Question 1 - Overall Approach
Industry standards as part of the overall approach

a) Does the Exposure Draft state clearly that an entity would be required to identify and disclose material information about all of the sustainability-related risks and

opportunities to which the entity is exposed, even if such risks and opportunities are not addressed by a specific IFRS Sustainability Disclosure Standard? Why or why not? If
not, how could such a requirement be made clearer?

Notes and supports that fact that the Basis for Conclusions to the draft Standard refers to the Brundtland Report’s definition of ‘sustainable development’ and to the UN’s
definitions of sustainability, its sustainable development goals and international policy pronouncements [BC30].
Recommends (a) for the sake of clarity include a definition of ‘sustainability’ in the Standard itself, including going beyond sustainability-related risks and opportunities, specifically
outlining key elements related to how a company approaches such risks and opportunities. These include: their management, their governance, strategy to address them, and
targets/metrics to track progress over time. We note that both the SASB and GRI adopt the Brundtland Report definition: “meeting the needs of the present without compromising
the ability of future generations to meet their own needs”; and/or (b) providing a non-exhaustive list of matters that would be expected to fall within the bounds of sustainable
development.
Believe that the Exposure Draft states clearly that entities would be “required to identify and disclose material information about all of the sustainability-related risks and
opportunities to which the entity is exposed, even if such risks and opportunities are not addressed by a specific IFRS Sustainability Disclosure Standard.”
Recommend that the ISSB should seek to provide greater clarity on the definition of ‘sustainability related financial information’, including going beyond sustainability-related risks
and opportunities, specifically outlining key elements related to how a company approaches such risks and opportunities. These include: their management, their governance,
strategy to address them, and targets/metrics to track progress over time.
Note that as the ISSB will be developing more topic-specific standards over time, some entities will develop their disclosures in line with the existing guidance for topics not
covered by an IFRS Sustainability Disclosure Standard, to then have to reform their approach to reporting on the topic once the new standard is released.
Consider how the ISSB can help manage issuers’ reporting burden in such instances, for example by providing a clear workplan of the topics and approaches that will be taken to
them in a timely manner.

b) Do you agree that the proposed requirements set out in the Exposure Draft meet its proposed objective (paragraph 1)? Why or why not?
Believe that the disclosure requirements set out in the Exposure Draft make good progress towards meeting the objectives described in paragraph one.
Recommend the exposure draft could be further strengthened through the following:
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e the standard more clearly articulates how companies can determine if a particular risk is “significant” in the context business model, strategy and cash flows, access to
finance and cost of capital. To many organizations, the significance of the sustainability-related risks forming the basis for disclosure is relatively new, even for climate-
related risk. Consider concepts used by WBCSD and COSO’s supplemental guidance for applying enterprise risk management to ESG-related risks.

e To many organizations, determining which aspects of climate-related risks and opportunities are relevant to enterprise value may be a relatively new exercise. Suggest
additional guidance to help build users’ understanding at an earlier stage of making such disclosures, in particular providing more prescriptive approaches to disclosing
activities that could have a (long-term) impact on enterprise value. Consider, for example, clearly stating that companies must disclose information on long-term ESG
developments that could reasonably and materially impact the balance sheet or P&L should sustainability risks and/or opportunities materialize.

e Recommend providing opportunities to explain the rationale and reasoning behind identifying a particular sustainability risk as materially relevant.

e Recommend, in line with the ISSB's building blocks approach, including clear avenues for companies to (voluntarily) explain how they are going above minimum
requirements for managing enterprise value assessment.

e Believe that there are some practical challenges for the standards to achieve their stated objective. For example, it may not be possible for companies listed in the US to
include the proposed disclosures in their regulated filings, as they may not meet the materiality definition already used in US financial reporting. To accommodate such
considerations for relevant companies, Consider developing guidance for the voluntary application of the standards.

c) Is it clear how the proposed requirements in the Exposure Draft would be applied together with other IFRS Sustainability Disclosure Standards, including the [draft] IFRS S2
Climate-related Disclosures? Why or why not? If not, what aspects of the proposals are unclear?

Agree It is clear how the proposed requirements in the Exposure Draft would be applied together with other IFRS Sustainability Disclosure Standards, including the [draft] IFRS S2
Climate-related Disclosures.

Note that as the standards further develop, ensuring there is no duplication across the standards, and ensuring that information sits in the most appropriate standard (general or
topic specific) will be crucial.

Recommend that supplementing the standards with additional illustrative guidance on how issuers can apply IFRS S1 with other IFRS Sustainability Disclosure Standards, and how
the two should relate, would support issuers in effectively applying the standards and meeting the needs of users.

d) Do you agree that the requirements proposed in the Exposure Draft would provide a suitable basis for auditors and regulators to determine whether an entity has complied with
the proposals? If not, what approach do you suggest and why?

Believe that, clear, specific, measurable information that is quantitative as far as possible will be the most suitable for auditors and regulators to confirm compliance.

Consider that there should be room for qualitative expansion. The standards need to ensure all elements of a typical assurance requirement, process and guidance are covered in
the standard, for example scope, sustainability topic identification, availability of criteria, internal controls, evidence, assertion, misstatements, qualitative and, to the extent
possible, be forward looking. The IAASB has developed meaningful guidance on ISAE 3000 and the ISSB should engage with the IAASB to develop a strong working relationship to
leverage existing guidance on assurance and to ensure the compatibility of the standards with assurance practices.

Consider a phased approach to the introduction of verification requirements, for example phasing in a limited assurance requirement before requiring reasonable assurance.
Recommend Before the incorporation of SASB standards, the ISSB needs to review the SASB metrics and disclosures for relevance and consistency with the objectives of IFRS S1,
and appropriateness in light of the cost and effort to produce them and commercial sensitivities, which includes avoiding penalising entities for their innovation. Avoiding
commercial sensitivities can, for example, help prevent entities being penalised for being innovative.




Question 2 — Objective

a) Is the proposed objective of disclosing sustainability-related financial information clear? Why or why not?

Believe that the proposed objective of disclosing sustainability-related financial information is clear.

Recommend more detail around what constitutes sustainability-related financial information as it would be helpful. The ISSB could do this by emphasizing that sustainability-
related financial information should be specific to an entity and determined by an assessment of what is material to the specific entity.

Recommend further illustrative guidance or pointing to existing frameworks for materiality assessments could be particularly useful.

Recommend exploring the views of the investor community to ensure they agree that the information outlined would support them in their approaches to company valuation and
therefore fits the overall objective — perhaps, for example, by dissecting comments from the UN PRI.

b) Is the definition of ‘sustainability-related financial information’ clear (see Appendix A)? Why or why not? If not, do you have any suggestions for improving the definition to make
it clearer?

Recommend that the definition of ‘sustainability-related financial information’ be strengthened by outlining key elements related to how a company approaches sustainability-
related risks and opportunities. These include: their management and governance, strategy to address them, and targets/metrics to track progress over time.

Recommend the final draft could also provide a definition for ‘risks’ and ‘opportunities’, which could help preparers and auditors in implementing the standards.

Recommend what is ‘significant’ and what is ‘material’ could be better defined.

Recommend the definition provided for ‘sustainability-related financial information’ could be further strengthened by providing examples.

Question 3 - Scope

Do you agree that the proposals in the Exposure Draft could be used by entities that prepare their general purpose financial statements in accordance with any jurisdiction’s GAAP
(rather than only those prepared in accordance with IFRS Accounting Standards)? If not, why not?

Welcome the establishment of the ISSB working group to enhance compatibility between the global baseline and the jurisdictional initiatives.

Consider it is imperative to align from key concepts down to the terminology between the standards, including the GRI standards. Different terminology and concepts are
confusing to preparers and reduces the quality and comparability of information.

Consider the proposals in the Exposure Draft could be used by entities that prepare their reporting in according with GAAP.

Recommend the connection of the narrative reporting requirements across different jurisdictions be reviewed to ensure compatibility.

Note that it may not be possible for companies listed in the US to include the proposed disclosures in their regulated filings, as they may not meet the materiality definition already
used in US financial reporting.

Consider developing guidance for the voluntary application of the standards.

Recommend more guidance on what ‘reasonably affect enterprise value’ means.

Note that in Australia, the Australian Accounting Standards and Interpretations are issued by the Australian Accounting Standard Board (AASB). These standards are the Australian
equivalents to IFRS Accounting Standards and are required to be applied by many reporting entities. It is expected that the proposals in the Exposure Draft could be used by an
entity preparing general purpose financial statements in accordance with Australian Accounting Standards. Australia follows a two-tier financial reporting approach, where entities
are not required to comply with full Australian Accounting Standards (i.e. Tier 1) are required to prepare their financial statements in accordance with Australian Accounting
Standards - Simplified Disclosures (ie Tier 2).




Recommend therefore It will be important to ensure that there is formal engagement with other jurisdictional representatives and standard setters that are not currently
represented by the working group in order to help avoid any current or possible future incompatibilities that might complicate the application of the requirements.

Question 4 - core content

a) Are the disclosure objectives for governance, strategy, risk management and metrics and targets clear and appropriately defined? Why or why not?

Believe that the disclosure objectives for governance and metrics and targets are clear and appropriately defined.

Consider the strategy objective also include an understanding of the impact of sustainability-related risks and opportunities on the business model, business strategy and financial
position.

Recommend clarity needs to be provided on the identification of opportunities in risk management processes versus the identification of opportunities in other strategy processes.
Consider review application guidance for applying Enterprise Risk Management processes to ESG-related risks and opportunities, as outlined by COSO and WBCSD.

b) Are the disclosure requirements for governance, strategy, risk management and metrics and targets appropriate to their stated disclosure objective? Why or why not?

Believe the disclosure requirements for risk management are appropriate for their stated disclosure objectives.

Note that many of these reporting requirements will be consistent year-on-year for issuers.

Recommend the reporting of governance and risk management processes are placed on a company’s website and that this page can be hyperlinked from the report. The company
could then use the report to outline any changes to these processes in the reporting period or confirm that there have been no changes.

Strategy

e Emphasize sustainability-related opportunities, transition planning, and company-level transformation.

e Recommend clarity on disclosure requirements related to product and service development, innovation and knowledge-based assets. These would help the standards
further link to enterprise value, in terms of the growth of sustainable products and services, company investment planning, and profit margins from associated activities.

Metrics

e Recommend the metrics outlined require classification, as well as further detail of their connection to their financial, operational and risk-related objectives.

e Welcome the use of the SASB standards.

e Encourage the ISSB to undergo its due process for the necessary revisions of the SASB standards as they were developed under a process and framework that are not
identical with those of the ISSB. The appropriate revision of the SASB standards will ensure that they are expanded in scope and made applicable internationally. For
example, the SASB standards could more comprehensively cover the full scope of risks and opportunities present. At present, metrics focus largely on operational
considerations such as energy use, emissions, water use and waste management. Key topics, pertinent to climate risks and opportunities that will impact enterprise value,
such as the transition of products and services, the development of new technologies and investments in low carbon solutions are not yet fully developed. Likewise,
aspects related to an organization’s climate adaptation and resilience are also not comprehensively addressed in the standards.

e Suggest that the guidance for metrics is re-framed to provide a hierarchy of information sources. Such a hierarchy should help ensure consistency and quality of disclosure
across reporting entities.

Governance

e Note it will be important for the ISSB to avoid duplication in reporting and governance structures where the entity already has an integrated model to managing

sustainability-related risks within its existing governance structure.




e Recommend the ISSB could clarify additional requirements to unpack how the board considers, uses and acts on relevant information - including the tradeoffs they
consider, and their relevant skills and competencies in making such considerations.

e Recommend that while the exposure draft makes reference to how the board considers information related to strategy, it should also extend to how the board considers
information related to disclosure, decisions made and actions taken. Additional information on how the board evaluates the effectiveness of policies and processes would
also be relevant, particularly in relation to their oversight of risk management, monitoring and controls. All these aspects may also require additional guidance from the
ISSB to ensure relevance and usefulness of the information disclosed.

Question 5 - Reporting entity

a) Do you agree that the sustainability-related financial information should be required to be provided for the same reporting entity as the related financial statements? If not, why?
Agree with the ambition that the reporting entity for sustainability-related financial information should be the same as those of the related financial statements, with some
reservations about the practical challenges.

Note that there is a high degree of overlap between a company’s sustainability impact and the financial materiality of sustainability issues. However, WBCSD research shows that
there is currently a strong misalignment in sustainability issues reported in the sustainability report versus in the annual risk statements. As such, there will inevitably be challenges
in ensuring alignment between information reported in the regulated filings and in sustainability reports, particularly in the early stages of adopting the standards. Therefore,
companies request additional time of not more than three years, to invest in the systems needed to meet the requirement.

Companies also request the flexibility to clearly explain cases where they are unable to provide sustainability-related financial information for the same entity as the related
financial statements, including why they are unable to do so, and outlining actions to be able to meet the requirements of the standards. For example, some entities will include in
the financial report information for organizations and partners where they have a significant stake, but no operational control. With no operational control, companies have
limited influence over the data-collection processes of these organizations, including a limited ability to compel the organizations to provide data for sustainability reporting.
Consider that the ISSB could allow companies to follow the operational control principle of the GHG Protocol in their reporting, including clearly stating where the information
provided is not on the same entity/entities as in financial reporting.

b) Is the requirement to disclose information about sustainability-related risks and opportunities related to activities, interactions and relationships, and to the use of resources
along its value chain, clear and capable of consistent application? Why or why not? If not, what further requirements or guidance would be necessary and why?

Believe that this is an important inclusion in the standards, as sustainability risks and opportunities are often concentrated in the value chain, rather than under an entity’s direct
control.

Consider it may be challenging in the beginning for companies to collect such information across its value chain from the stakeholders in the value chain. In particular, companies
with complex value chains may find it challenging to fulfill reporting requirements, as smaller partners may not be able or willing to supply the required information, for the
reasons stated above (Question 5a).

Alternatively Consider introducing a threshold for value-chain partner reporting to be included, ensuring that partners who materially affect enterprise value and/or are under the
entity’s operational control are included.

Recommend the ISSB provides more guidance to ensure the information disclosed by companies is specific and relevant to enterprise value creation, potentially considering
additional voluntary mechanisms for additional disclosure that may be decision useful.

Encourage greater clarity about the scope and expectation for risk and opportunities related to relationships and value chains and make this information as quantitative as possible
while keeping in mind that risks and opportunities will vary by sector and jurisdiction.




¢) Do you agree with the proposed requirement for identifying the related financial statements? Why or why not?

Agree with the proposed requirement. Creating interconnectivity between the sustainability disclosure and the financial disclosure will help ensure the two are aligned and used
together — creating ease of information sharing for the preparers and the users. The approach strengthens the connections between sustainability, finance and governance
functions within companies.

Recommend that the ISSB and the IASB continue to stay in close contact to ensure ease of identification across the sustainability and financial reports.

Recommend, given that the proposed requirement is very broad, guidance is needed on how to assess and report significant sustainability-related risks and opportunities across a
value chain in a consistent manner across entities.

Question 6 - connected information

(a) Is the requirement clear on the need for connectivity between various sustainability-related risks and opportunities? Why or why not?

Agree that clear connections should be made, and the need for connectivity between sustainability related risks and opportunities across governance, strategy, risk, opportunities
and metrics/targets is clear.

Recommend additional guidance on how to make and communicate those connections within the report.

Welcome the opportunity to provide additional input as to how to draw relevant connections and communicate them appropriately.

(b) Do you agree with the proposed requirements to identify and explain the connections between sustainability-related risks and opportunities and information in general purpose
financial reporting, including the financial statements? Why or why not? If not, what do you propose and why?

Agree that it is important to identify and explain the connections between sustainability related risks and opportunities and information in general purpose financial reporting,
including the financial statements.

Recommend the ISSB provides extra information on the nature, extent and specificity of the disclosures it seeks for this element of the standard, for example, in partnership with
the IASB.

Question 7 - fair representation

(a) Is the proposal to present fairly the sustainability-related risks and opportunities to which the entity is exposed, including the aggregation of information, clear? Why or why not?
Welcome that the ISSB draws on concepts from financial reporting.

Strongly supportive of fair representation in sustainability.

Believe that further explanation of how additional concepts could or should be applied to sustainability, for example through guidance and specific illustrative examples.

(b) Do you agree with the sources of guidance to identify sustainability-related risks and opportunities and related disclosures? If not, what sources should the entity be required to
consider and why? Please explain how any alternative sources are consistent with the proposed objective of disclosing sustainability-related financial information in the Exposure
Draft.

Welcome the fact that the exposure draft builds upon existing standards.




Encourage the ISSB to undergo its due process for the necessary revisions of the SASB standards, as they were developed under a process and framework that are not identical
with those of the ISSB. The appropriate revision of the SASB standards will ensure that they are expanded in scope and made applicable internationally. For example, the SASB
standards could more comprehensively cover the full scope of risks and opportunities.

Recommend provide background on faithful representation in the Sustainability Standards similar to that in the IASB’s Conceptual Framework for Financial Reporting. There could
be benefit in establishing a conceptual framework for sustainability reporting. We consider this would help place the requirements in context.

Question 8 - materiality

a) Is the definition and application of materiality clear in the context of sustainability-related financial information? Why or why not?
Welcome that the definition and application of materiality in the context of sustainability-related financial information is clear.
Recommend the standards could be elaborated further to strengthen them and support companies as they implement the standards.

e  First, the standards could benefit from requiring companies to outline specific information on the materiality thresholds (qualitative/quantitative) they have used to
determine whether something is material - this includes the time horizons that have been chosen. Consider the standards provide more guidance on assessing
appropriate time horizons (such as linking to investment horizons and adaptability of the business model).

e Secondly, consider more specific information should be given on pre-defined time horizons, for example explicitly requiring companies to consider sustainability risks and
opportunities over the short-, medium- and long-term, and/or it should require companies to outline the time horizon they have used to assess whether a topic is
material.

e Finally, consider more guidance for companies on the scope of the definition of enterprise value when assessing materiality and how it is assessed, for example in relation
to the performance of capital, equity risk profile, drivers of shareholder and intangible value.

[ ]

b) Do you consider that the proposed definition and application of materiality will capture the breadth of sustainability-related risks and opportunities relevant to the enterprise
value of a specific entity, including over time? Why or why not?

At present the standards allow for a company to determine what is or is not material. This provides significant autonomy to an entity to determine which risks and opportunities
are relevant to its enterprise value. This could potentially allow companies to not cover certain sustainability-related risks and opportunities which investors would consider to be
material.

Ensuring significant levels of transparency on how a company determines what is material is essential to reducing this risk, allowing users of information to assess the reliability
and credibility of its outcomes.

Consider clarification of the time horizons. Companies are requesting more prescriptive approaches to disclosing activities that could have a (long-term) impact on enterprise
value. This includes the time horizons that have been chosen and the standards could provide more guidance for assessing appropriate time horizons (such as linking it to
investment horizons and adaptability of the business model).

c) Is the Exposure Draft and related lllustrative Guidance useful for identifying material sustainability-related financial information? Why or why not? If not, what additional
guidance is needed and why?

Believe that the Exposure Draft and Illustrative Guidance are useful in covering how to use existing standards to identify material sustainability-related financial information.
Consider additional guidance would also be helpful. The extent to which companies include a lens of financial materiality in their existing sustainability materiality assessments
varies significantly. As such, for some companies there will be a steep learning curve and change of practice to adopt the standards.




Believe that further explanation of how a financial lens could apply to sustainability-related risks and opportunities over time would aid companies in undertaking assessments of
materiality with a clear financial lens. Over time, that guidance and illustrative examples of applying the ISSB materiality lens alongside materiality requirements from other
jurisdictions (e.g., US, EU) would also help preparers better implement the ISSB requirements alongside their other reporting obligations.

d) Do you agree with the proposal to relieve an entity from disclosing information otherwise required by the Exposure Draft if local laws or regulations prohibit the entity from
disclosing that information? Why or why not? If not, why?

Agree with this proposal. Companies should explain which local laws or regulations prohibit such disclosure, but should not be exposed to undue legal risk through adherence with
the standards.

Note it will be important for the ISSB not to create a “get out” clause for companies reticent to publish sustainability-related financial information. One suggestion as stated above
could be to provide a voluntary disclosure mechanism for companies that want to disclose decision-useful information where jurisdictional rules and norms may be prohibitive.

Question 9 - Frequency of reporting

Do you agree with the proposal that the sustainability-related financial disclosures would be required to be provided at the same time as the financial statements to which they
relate? Why or why not?

Support the ambition of aligning the sustainability reporting period and disclosures to the timing of the financial statements.

Clarify that disclosures are to be produced annually, and not as part of the interim statements, as there has been some confusion among members.

Support aligning with the financial statement timing, for many companies, reporting sustainability-related financial disclosures at the same time as the financial statements will
require a significant adjustment. WBCSD’s Reporting Matters publication, an annual review of our member companies’ sustainability and integrated reports, found that 40% of
members combine financial and non-financial information, suggesting it will be a new exercise for many companies.

Note that many companies will need time to invest in the data systems and technology to ensure the quality and availability of information isn’t compromised. A transition phase
of not more than three years where the reporting period can differ between the financial and sustainability information would help companies adequately prepare.

Question 10 - location of information

a) Do you agree with the proposals about the location of sustainability-related financial disclosures? Why or why not?

Agree with the proposals and rationale for the location of sustainability-related financial disclosures, keeping in mind jurisdictional constraints for certain companies (see Question
8d). The proposals should provide flexibility around the location of sustainability disclosures, including the use of cross-referencing, which would help avoid duplication. For
example, the Australian Securities Exchange’s corporate governance disclosures can be presented either in an entity’s annual report or on its website provided they are clearly
cross-referenced from the annual report and presented and centrally located on, or accessible from, a ‘corporate governance’ website landing page.

Consider developing guidance/best practice case studies to demonstrate how companies have effectively implemented the standards, and communicated their information in an
effective and coherent manner.

Consider illustrative guidance to help users understand where to find the information they may be looking for. It is common practice for companies to generate indexes/mapping
linked to specific sustainability standards (e.g., SASB indexes, GRI indexes) to highlight where a user can find the necessary information related to a standard. We expect companies
to adopt similar practices with the IFRS Sustainability Disclosure Standards. This could also be the focus of eventual ISSB guidance/case studies, and

Welcome the opportunity to support.




b) Are you aware of any jurisdiction-specific requirements that would make it difficult for an entity to provide the information required by the Exposure Draft despite the proposals
on location?

We are not aware of such jurisdictional requirements beyond those discussed, for example, in the answer to Question 8d.

¢) Do you agree with the proposal that information required by IFRS Sustainability Disclosure Standards can be included by cross-reference provided that the information is available
to users of general purpose financial reporting on the same terms and at the same time as the information to which it is cross-referenced? Why or why not?

Agree with the proposal.

d) Is it clear that entities are not required to make separate disclosures on each aspect of governance, strategy and risk management for individual sustainability-related risks and
opportunities, but are encouraged to make integrated disclosures, especially where the relevant sustainability issues are managed through the same approach and/or in an
integrated way? Why or why not?

It is clear that entities are not required to make separate disclosures on each aspect of governance, strategy and risk management for individual sustainability-related risks and
opportunities but are encouraged to make integrated disclosures. However, we also believe that this will not always match the reality of how entities structure the governance,
strategy and risk management of individual sustainability risks and opportunities. The governance, strategy and risk management approach may be different for climate as
opposed to future topics that may be covered in forthcoming IFRS Sustainability Disclosure Standards (e.g., if human rights and labour standards or data privacy standards were to
be developed).

Consider that the standards should ensure that the overall governance, strategy and risk management framework is understood, as well as for the specific topics.

Question 11 - Comparative information, sources of estimation and outcome uncertainty, and errors

(a) Have these general features been adapted appropriately into the proposals? If not, what should be changed?

Agree that the provisions on comparative information, sources of estimation and outcome uncertainty, and errors are adequate and have been adopted appropriately in the
Exposure Drafts.

(b) Do you agree that if an entity has a better measure of a metric reported in the prior year that it should disclose the revised metric in its comparatives?

Agree with the principle that better measures of a metric should also be disclosed in the comparatives, noting however, that this may be impossible or difficult to the extent that
this would result in non-reliable comparative data.

Suggest asking for such explanation. in Particular further guidance is provided in the Standard to illustrate more clearly the circumstances in which restatement is required.

(c) Do you agree with the proposal that financial data and assumptions within sustainability-related financial disclosures be consistent with corresponding financial data and
assumptions used in the entity’s financial statements to the extent possible? Are you aware of any circumstances for which this requirement will not be able to be applied?
Agree

Question 12 - Statement of compliance
Do you agree with this proposal? Why or why not? If not, what would you suggest and why?




Support the proposed approach and note it is consistent with the application and compliance regime for IFRS Standards in Australia and other IFRS jurisdictions.

Agree that companies should explain which local laws or regulations prohibit disclosure and should not be exposed to undue legal risk through adherence with the standards.
Note that due to the inherent uncertainty of future events, forward looking statements carry a higher risk of breaching Australian laws prohibiting misleading and deceptive
conduct. Accordingly, reporting entities in Australia may look to qualify particular disclosures in order to be able to assert compliance with IFRS Sustainability Disclosure Standards.
Note it will be important for the ISSB not to create a “get out” clause for companies reticent to publish sustainability-related financial information.

Consider, for example, creating a voluntary disclosure mechanism for companies operating in such jurisdictions (see Question 8d).

Question 13 - Effective date

a) When the ISSB sets the effective date, how long does this need to be after a final Standard is issued? Please explain the reason for your answer, including specific information
about the preparation that will be required by entities applying the proposals, those using the sustainability-related financial disclosures and others.

b) Do you agree with the I1SSB providing the proposed relief from disclosing comparatives in the first year of application? If not, why not?

Encourage developing and issuing the [Draft] standards should be completed as soon as feasible. Many companies will need time to invest in the data systems and technology to
ensure the quality and availability of information isn’t compromised. A transition phase of not more than three years where the reporting period can differ between the financial
and sustainability information would help companies adequately prepare. Additionally, flexibility may need to be built in depending on jurisdictional rules and boundaries, as some
companies may be located in jurisdictions where the local authorities determine the effective date.

Support the application of the proposals with at least a three-year gap between the final Standards and the commencement date.

Agree that companies should not have to disclose comparative information in the first year of application.

Question 14 - Global baseline

Are there any particular aspects of the proposals in the Exposure Draft that you believe would limit the ability of IFRS Sustainability Disclosure Standards to be used in this manner?
If so, what aspects and why? What would you suggest instead and why?

Welcome the establishment of the ISSB working group to enhance compatibility between the global baseline and the jurisdictional initiatives.

Note that many entities in Australia reporting existing sustainability frameworks and therefore it is critical that the comprehensive global baseline also provides entities with clarity
about how the Standards interact and overlap with broader sustainability disclosures frameworks, such as the GRI.

Support the ISSB as a global baseline. In our view, it is imperative to align from key concepts down to the terminology between the standards, including the GRI standards.
Different terminology and concepts are confusing to preparers and reduces the quality and comparability of information.

Note that the establishment of a Preparer Forum to get practical feedback from the companies would also aid the uptake of the standards as a global baseline. WBCSD members
would welcome the opportunity to support and to discuss further.




Question 15 - Digital reporting

The ISSB plans to prioritise enabling digital consumption of sustainability-related financial information prepared in accordance with IFRS Sustainability Disclosure Standards from
the outset of its work. The primary benefit of digital consumption as compared to paper-based consumption is improved accessibility, enabling easier extraction and comparison of
information. To facilitate digital consumption of information provided in accordance with IFRS Sustainability Disclosure Standards, an IFRS Sustainability Disclosures Taxonomy is
being developed by the IFRS Foundation. The Exposure Draft and [draft] IFRS S2 Climate-related Disclosures Standards are the sources for the Taxonomy.

It is intended that a staff draft of the Taxonomy will be published shortly after the release of the Exposure Draft, accompanied by a staff paper which will include an overview of the
essential proposals for the Taxonomy. At a later date, an Exposure Draft of Taxonomy proposals is planned to be published by the ISSB for public consultation.

Do you have any comments or suggestions relating to the drafting of the Exposure Draft that would facilitate the development of a Taxonomy and digital reporting (for example,
any particular disclosure requirements that could be difficult to tag digitally)?

Support initiatives to enable digital reporting.

The development of a taxonomy will provide critical input in building understanding and ensuring comparability of information. As with other elements of the standard
development, ensuring international compatibility and applicability will be essential, as will ensuring that the ISSB’s taxonomy forms the foundation of other taxonomy-
development initiatives. If there is not international alignment in the development of taxonomies, we risk the creation of fragmentation and confusion for issuers and users alike.
Likewise, the alignment of digital reporting and digital tagging initiatives will be crucial globally to avoid creating undue burden on entities and ensuring comparability and
applicability across jurisdictions. For example, the European Commission’s Corporate Sustainability Reporting Directive will require companies to digitally “tag” all reported
information for it to become machine-readable and feed into the European single access point envisaged in the capital markets union action plan. This is intended to deliver
improved accessibility, enabling easier extraction and comparison of information.

Recommend that the ISSB takes a central role in ensuring alignment, harmonization and compatibility across digital reporting requirements.

Question 16 - Costs, benefits, and likely benefits

(a) Do you have any comments on the likely benefits of implementing the proposals and the likely costs of implementing them that the ISSB should consider in

analysing the likely effects of these proposals?

While there may be associated costs in the implementation of new standards, in terms of resource deployment and implementation of new systems to meet the requirements, the
consolidation of reporting standards into one global baseline focused on enterprise value should also reduce the overall reporting burden on companies while providing the most
decision-useful information to capital market actors.
For this to become a reality, the ISSB must insist on stronger, clearly aligned approaches between international and jurisdictional efforts — specifically on alignment of terminology.
Welcome the establishment of the ISSB working group to enhance compatibility between the global baseline and the jurisdictional initiatives. Differentiating terminology and
concepts is confusing to preparers, increases the reporting burden and reduces the quality and comparability of information.
We also believe that pushing for greater transparency can drive the management of climate related risks and opportunities, enhancing business performance and representing a
significant overall benefit to companies.
Companies proactively undertaking long-term strategic transitions can benefit by providing quantitative rationale to justify the need for initial investments through these
disclosures and thereby gaining access to capital.




A 2022 survey of US companies conducted by the Sustainability Institute by Environmental Resources Management (ERM) for Ceres and Persefoni assessed a broad range of
corporate costs connected to climate-related disclosure activities. The survey found that on average corporate issuers are spending $533,000 annually on climate-related
disclosure.

Along with discussions of costs, the survey asked respondents to rate the potential benefits of climate-related disclosures and impact assessments. For issuer respondents, the
highest ranked benefit was better performance in meeting sustainability, climate, ESG, and SDG goals, followed by better access to data capable of enhancing corporate strategy.
Some issuers also cited “lower cost of capital” as a benefit, and a correlation was found between spending more on overall climate-related disclosure and recognizing a lower cost
of capital.

Note that ample time needs to be allowed to develop sound relevant disclosure requirements to help ensure they are not subject to frequent change that would create further
costs.

Question 17 - Other comments
None




IFRS sustainability disclosure standard — IFRS S2 Climate related disclosures

Opening Comments
Whilst the ISSB, SEC and EFRAG proposals deal with similar issues, they have differences and similarities in certain areas, some of which are highlighted below.

1. TCFD
Both the EFRAG and ISSB exposure drafts strongly align with TCFD recommendations based on pillars of Governance, Strategy, Risk Management, and Metrics & Targets. SEC’s
climate disclosure proposal broadly aligns with the four pillars and 11 recommended disclosures, and in some circumstances requires additional disclosure on top of TCFD
guidance.

1. Scope 1, 2 and 3 greenhouse gas emissions
All proposals require disclosure of scopes 1 and 2 greenhouse gas emissions. Scope 3 emissions are required by the ISSB and EFRAG proposals and are required by the SEC if
Scope 3 emissions are material or if the company has set reduction targets that include Scope 3 emissions.

1. Assurance
Both the SEC and ESRS require assurances on varying timeframes, with the SEC phasing in assurance beginning with limited assurance and then moving up to reasonable
assurance for Scope 1 and 2 Emissions. IOSCO, which will endorse the final ISBB standards is coordinating efforts with International Auditing and Assurance Standards Board
(IAASB) and International Ethics Standards Board for Accountants (IESBA) to accelerate the development of assurance standards for sustainability.

Question 1—Objective of the Exposure Draft

a) Do you agree with the objective that has been established for the Exposure Draft? Why or why not?

b) Does the objective focus on the information that would enable users of general-purpose financial reporting to assess the effects of climate-related risks and opportunities on
enterprise value?

¢) Do the disclosure requirements set out in the Exposure Draft meet the objectives described in paragraph 1? Why or why not? If not, what do you propose instead and why?
Agree with the objective that has been established for the Exposure Draft, and that the objective focuses on information that would enable users of general-purpose financial
reporting to assess the effects of climate-related risks and opportunities on enterprise value.

Believe the draft disclosure requirements make good progress towards meeting the objectives described in paragraph one.

Recommend the exposure draft could be further strengthened through the following:

e more clearly expanding guidance to include other aspects of risk, including transition risks or regulatory risks - for example, by aligning to the greatest extent possible to
the TCFD framework. The exposure draft focuses largely on physical risks.

e To many organizations, the significance of the sustainability-related risks forming the basis for disclosure is relatively new, even for climate-related risk. Recommend
that the standard more clearly articulates how companies can determine if a particular risk is “significant” in the context of business model, strategy and cash flows,
access to finance and cost of capital.

e Consider concepts used by WBCSD and COSO’s supplemental guidance for applying enterprise risk management to ESG-related risks.

e To many organizations, determining what aspects of climate-related risks and opportunities are relevant to enterprise value may be a relatively new exercise. Suggest
additional guidance is provided on this to help build users’ understanding at an earlier stage of making such disclosures, in particular providing more prescriptive



approaches to disclosing activities that could have a (long-term) impact on enterprise value. Consider, for example, clearly stating that companies must disclose
information on long-term ESG developments that could reasonably and materially impact the balance sheet or P&L should sustainability risks and/or opportunities
materialize.

e Recommend, in line with the ISSB's building blocks approach, including clear avenues for companies to (voluntarily) explain how they are going above minimum
requirements for managing enterprise value assessment, or if their jurisdiction prevents them from disclosure.

Question 2—Governance

Do you agree with the proposed disclosure requirements for governance processes, controls and procedures used to monitor and manage climate-related risks and opportunities?
Why or why not?

Agrees with the proposed disclosure requirements for governance processes, controls and procedures.

Recommend that these could be further developed to ensure they fully serve their purpose.

Further requirements could be made to understand how the board considers, uses and acts on relevant information, the tradeoffs they consider, and their relevant skills and
competencies in making such considerations. While the exposure draft makes reference to how the board considers information related to strategy, recommend it should also
extend to how the board considers information related to disclosure, and decisions made and actions taken. Recommend further information on how the board evaluates the
effectiveness of policies and processes would also be relevant, particularly in relation to their oversight of risk management, monitoring and controls. Consider all these aspects
may also require additional guidance from the ISSB to ensure relevance and usefulness of the information disclosed.

Agree with the need to avoid duplication in reporting and governance structures where the entity already has an integrated model to managing sustainability-related risks
within its existing governance structure.

Note that many of the proposed reporting requirements will be consistent year-on-year for issuers, making the utility of providing an annual update on them in a report
questionable.

Recommend that this static reporting will be disclosed on the company’s website, as they most likely will not change from year to year, and then the company can hyperlink
from the report. The company could then use the report to outline any changes in the reporting period, or confirm that there have been no changes.

Question 3—Identification of climate-related risks and opportunities

a) Are the proposed requirements to identify and to disclose a description of significant climate related risks and opportunities sufficiently clear? Why or why not?

Believe that the proposed requirements are sufficiently clear.

Welcome and appreciate the use and alignment with the TCFD framework as this will go a long way to ensuring consistency across approaches globally. TCFD is relevant for
understanding a company’s approach to climate-related risks and opportunities, the related performance and its resilience. The TCFD framework was built with strong input
from both investors and preparers. Believe the TCFD to be a decision-useful tool for investors, and that it is also relevant and feasible for preparers.

Recommend further clarification of the time horizons to consider for “enterprise value.” As stated above, businesses seek more prescriptive approaches to disclosing activities
that could have a (long-term) impact on enterprise value.

Recommend that the standard more clearly articulate how companies can determine if a particular risk is “significant” in the context of business model, strategy, cash flows,
access to finance and cost of capital.



b) Do you agree with the proposed requirement to consider the applicability of disclosure topics (defined in the industry requirements) in the identification and description of
climate-related risks and opportunities? Why or why not? Do you believe that this will lead to improved relevance and comparability of disclosures? Why or why not? Are there
any additional requirements that may improve the relevance and comparability of such disclosures? If so, what would you suggest and why?
Welcome the fact that the exposure draft builds upon existing standards.
Encourage the ISSB to undergo its due process for the necessary revisions of the SASB standards, as they were developed under a process and framework that are not identical
with those of the ISSB. The appropriate revision of the SASB standards will ensure that they are expanded in scope and made applicable internationally.
Consider the SASB standards could more comprehensively cover the full scope of risks and opportunities present. In the current draft, metrics focus largely on operational
considerations such as energy use, emissions, water use, waste management. Key topics, pertinent to climate risks and opportunities that will impact enterprise value, such as
the transition of products and services, the development of new technologies and investments in low carbon solutions are not yet fully developed. Likewise, aspects related to
an organization’s climate adaptation and resilience are also not comprehensively addressed in the standards.
Recommend that in addition to the risks and opportunities that each company itself “reasonably expects” to be consequential, include illustrative guidance or reference to
globally accepted risks related to climate change. This could be in the form a set of minimum physical or transition related factors that must be considered, for example impacts
from extreme weather or chronic weather changes, changes in commodity price or demand, or changes in/introduction of carbon taxes.
Welcome the opportunity to support the effort to create illustrative guidance, as we have extensive experience in this space. To date, 30 leading WBCSD members have worked
on TCFD interpretation and implementation for several years through our Preparer Forum initiatives for priority non-financial sectors: Autos, Electric Utilities, Food, Ag, Forest,
Construction & Building Materials, Chemicals, Qil & Gas. The outputs from the Preparer Forums provide an in-depth description of climate-related financial disclosure among
leading companies with a range of examples and commentary on challenges and opportunities. Highlights include:

e Integration of climate-related risks into enterprise risk management and governance processes

e Evidence of strategic responses to the low-carbon transition and pursuit of opportunities

e Climate-related business resilience reflecting shocks and stressors, effects, response & transformation

e |llustrative scenario analysis processes and key quantitative parameters and assumptions
e Value-chain and sectoral insights on climate-related risks and opportunities
e |llustrative climate-related metrics, progressing from operational to financial

e User perspectives from credit and equity analysts
Note that WBCSD members also recently developed a suite of scenario analysis resources providing a common, transparent approach to the use of climate scenarios to support
strategic resilience assessment, exploring transition pathways, dependencies and uncertainty across a range of possible temperature and energy system outcomes.

Question 4—Concentrations of climate-related risks and opportunities in an entity’s value chain

a) Do you agree with the proposed disclosure requirements about the effects of significant climate related risks and opportunities on an entity’s business model and value chain?
Why or why not?

Agree with the need to include disclosures about the effects of significant climate-related risks and opportunities on both an entity’s business model and value chain. No
organization will be in control of all its climate-related risks and opportunities, and thus these risks and opportunities cannot be considered in isolation of the value chain in
order for users of information to understand the impacts on enterprise value creation.



b) Do you agree that the disclosure required about an entity’s concentration of climate-related risks and opportunities should be qualitative rather than quantitative? Why or why
not? If not, what do you recommend and why?

Agree that there are complexities in quantifying an entity’s concentration of climate-related risks and opportunities across the value chain. In particular, it could be challenging
to quantify this in a manner that will also support the creation of globally relevant, comparable data that can be used to help determine enterprise value. Notwithstanding these
challenges, where companies are able to provide relevant and robust quantitative data that helps users determine enterprise value, the standards should encourage them to do
so.

Recommend that make an understanding of the concentration of climate risks and opportunities identified across the value chains of various entities comparable, additional
information on the way the value chain is being defined would be a useful addition to the standard. The GHG Protocol’s Corporate Value Chain (Scope 3) Accounting and
Reporting Standard provides useful guidance for carbon emissions that are a risk to companies. This could be useful to the ISSB as a model for other climate risks.

Consider that Companies may also need sufficient time and flexibility to disclose Scope 3 emissions on a progressive basis, for example, similar to the guidance proposed by the
US SEC in its proposed climate disclosure rule.

Question 5—Transition plans and carbon offsets
a) Do you agree with the proposed disclosure requirements for transition plans? Why or why not?
Agree with the proposed disclosure requirements for transition plans as a crucial element of understanding enterprise value.

b) Are there any additional disclosures related to transition plans that are necessary (or some proposed that are not)? If so, please describe those disclosures and explain why
they would (or would not) be necessary.

Believe that there are a number of established and ongoing initiatives that already outline guidance on transition planning and disclosure, including the work of the TCFD,
GFANZ's efforts to establish a global baseline for net-zero transition planning, and the UK Transition Planning Taskforce. It is essential to ensure alignment with these initiatives
to ensure consistency across global standards.

Note that some specific elements of the transition plans are covered in different areas of the standards (e.g. metrics and targets).

Consider the role of shorter-term interim targets, and understanding progress against them, is crucial in understanding the extent to which an entity is delivering against its
transition plan and therefore in understanding how well it is managing its climate-related risks and opportunities.

Consider that interim targets and progress against them are therefore also a useful indicator of long-term enterprise value, and their role could be further emphasized in the
requirements on transition plans and/or targets and metrics.

¢) Do you think the proposed carbon offset disclosures will enable users of general-purpose financial reporting to understand an entity’s approach to reducing emissions, the role
played by carbon offsets and the credibility of those carbon offsets? Why or why not? If not, what do you recommend and why?

To achieve a real net-zero global economy, the primary objective is to reduce carbon emissions in a company’s operations and value chain.

Believe that offsets should be the last resort option after mitigation as far as possible. Therefore, the amounts of carbon offsets and the source of these would be relevant
information for investors to assess over time whether an entity is likely to be able to deliver its transition plan.

The GHG Protocol land sector and removal guidance (in development) provides the accounting and reporting requirements for corporates on natural and technological carbon
removals. The draft will soon go through pilot testing to be published in Q2/Q3 2023.



The Land sector and Removal Guidance complements the Corporate and Scope 3 standards, and underpins the SBTi NZ standard by providing the required principles,
requirements and guidance for the companies to account for their removal activities.

Believe several of the above metrics could be included in the ultimate IFRS standard.

Support, in any possible manner, e.g. through sharing the pilot testing draft and updating the IFRS with the development of the guidance.

In certain cases, offsets will be in the form of carbon removals and so the registrant should disclose the amount of carbon removal represented by the credit.

Believe there is a need to introduce metrics to assess the quality of credits. The GHG Protocol land sector and removal guidance (in development) recommends:

"Ensure that any credited GHG reductions or removals adhere to the following quality 