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LEARNING OBJECTIVES

Understand the
ISSB Standards




LEARNING OBJECTIVES

Understand how
to use the ISSB
standards




LEARNING OBJECTIVES

|dentifying what
steps can be taken
to develop a
disclosure plan




MODULE 2: ALIGN

What do companies have to
disclose to align with the

global baseline in IFRS S1 and
S2? How can additional

reporting landscape evolved?
disclosures be integrated to
eet geographical, sectoral and

T l regulatory requirements?
Sustainable

Considering location, efficienc Stock Exchanges Identifying, evaluating, and
and user confidence when integrating sustainability-
disclosing in general-purpose related risks and opportunities
financial reports

MODULE 1: PREPARE

What is the case for and
purpose of sustainability
reporting? How has the

MODULE 4: COMMUNICATE MODULE 3: IMPLEMENT




Duration: Topic:
3.5 hours opic.

20 minutes Welcome & introductions
40 minutes Module 1 — Prepare

40 minutes Module 2 — Align part 1

5 minutes Brief stretch break

35 minutes Module 2 — Align part 2
35 minutes Module 3 — Implement

30 minutes Module 4 - Communicate

5 minutes Homework and additional resources
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Financial Disclosures
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Disclaimer

The IFRS Foundation does not endorse any opinion, idea, information, approach,
use case and/or solution mentioned or referred to in the examples featured. Any
content owned or produced by third parties in this course should not be
considered as representative of the views or the official position of the IFRS
Foundation.




MODULE 1

Building a solid
foundation of
knowledge

|
||||||

P



PREPARE

PURPOSE The case for and market drivers of
sustainability reporting
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Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

1. What are your reasons for
disclosing sustainability-related

information?
(Select all that apply)

Regulatory requirements

Sharing management’s objectives

Societal expectations

Investor interest

Other (indicate in the chat)

We are not disclosing sustainability-related
information yet




Growth in investor commitments
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https://www.unpri.org/annual-report-2023

Individual investor interest in ESG

information

Top drivers globally for rising interest in sustainable investing

Percent of respondents ‘significantly’ or ‘somewhat more’ interested in sustainable investing due to the issue listed, over the last 12 months.

Driver for rising interest in sustainable investment of those investors | %

most interested in sustainable investing interested
1 Financial performance of sustainable investments 74%
2 New climate science findings 1%
3 Market dynamics and broader economic performance 69%
4 Inflation 69%
5 Legislation limiting ESG considerations in investments 64%

Morgan Stanley Sustainable Signals: Individual Investor survey =



https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/MSInstituteforSustainableInvesting-SustainableSignals-Individuals-2024.pdf

Effects on financial performance

Changes in revenue mix or total revenue

For example, a change in demand for products and services due to shifts
iIn consumer preferences, or changes in production capacity from input
disruption or impacts on workforce management and planning, etc.

Changes in expenditures

For example, changes in operating costs, R&D expenditures required,
costs associated with deploying new practices and processes, changes
in production costs, changes in workforce costs, etc.



Effects on financial position

= Changes to assets and/or liabilities

For example, changes to portfolio value, equity or liabilities or changes in
carrying amount of assets from write-offs, asset impairment, early
retirement of existing assets, acquisition of new assets, or re-pricing of
assets, etc.

= Changes to financing and the cost of capital

For example, changes to financing structures, insurance premiums,
capital availabllity, etc.

Further resources
® |FRS Foundation Educational Material on the effects of climate-related matters on financial statements
® ESMA — The Heat is On: Disclosures of Climate-Related Matters in the Financial Statements
® Recent IFRS Foundation C&A educational materials
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https://cdn.ifrs.org/content/dam/ifrs/supporting-implementation/documents/effects-of-climate-related-matters-on-financial-statements.pdf?la=en
https://www.esma.europa.eu/sites/default/files/2023-10/ESMA32-1283113657-1041_Report_-_Disclosures_of_Climate_Related_Matters_in_the_Financial_Statements.pdf
https://www.ifrs.org/supporting-implementation/supporting-materials-for-ifrs-sustainability-disclosure-standards/ifrs-s1-and-ifrs-s2/webcasts-current-and-anticipated-financial-effects/

Example of financial effects

QUANTIFICATION
RISK MAIN IMPACT BUSINESS SEGMENT
€0-€50M €50M-€100M >€100M

REGULATORY Increase exposure to environmental litigation EDP group (mainly EDPR) AGG:RISK
AND LEGAL Changes in product regulation SMT:RISK

Loss of revenue due to
MARKET new competitors Egg Rg,;)roup (mainly Generation and AGG:RISK

Effect of additional environmental measures on SMT:RISK

market price variables

Failure to follow up/delay in adopting new technolo-

gies EDP group (mainly Generationand ~ AGG:RISK
TECHNOLOGICAL ‘ EDPR) '

Devaluation/replacement of assets due to techno- SMT:RISK

logical obsolescence

Stakeholders’ concerns regarding the company's

path to climate transition .
REPUTATONAL o . EDP group RGBS

Implementation failures of environmental measures SMT:RISK

or market positioning regarding the new climate re-
ality

30
Example source: EDP 2023 Annual Integrated Report pages 43 - 52



https://www.edp.com/en/2023-annual-integrated-report

Risk categories
I Economic

I Environmental
I Geopolitical

I Societal

I Technological

World Economic Forum Global Risk Report 2024
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Misinformation and disinformation
Extreme weather
Societal polarization
Cyber insecurity
Interstate armed conflict

Lack of economic opportunity

Involuntary migration

Economic downturn

Global risks ranked by severity over the short and long term

"Please estimate the likely impact (severity) of the following risks over a 2-year and 10-year period."
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Extreme weather events

Critical change to Earth systems
Biodiversity loss and ecosystem collapse
resource shortages
Misinformation and disinformation
Adverse outcomes of Al technologies
Involuntary migration

Cyber insecurity

Societal polarization


https://www3.weforum.org/docs/WEF_The_Global_Risks_Report_2024.pdf

Connections between risks

Censorship and surveillance

Intrastate violence .
Involuntary migration e . o2 ;
i Misinformation and disinformation

Natural resource shortages Erosion of human rights
Ciitical disAEe ‘ Adverse outcomes of
Earth systems Terrorist attacks @ .f@ner technologies
.\Technological power

concentration

Biodiversity loss and
ecosystem collapse

. Interstate armed conflict

Pollution @ ® Extreme \Cyber insecurity
weather events Societal
@ Non-weather related natural disasters polarization Adverse outcomes

' . Disruptions to of Al technologies

Infectious Chronic health critical infrastructure
diseases conditions
Biological, chemical | IV :
’ nsufficient infrastructure and services
or nuclear hazards o .
Disruptions toa systemical_ly ‘ Lack of economic opportunity
important supply chain Labour shortages @

Concentration of . Geoeconomic confrontation
strategic resources

‘ Inflation
Economic downturn ‘
/. @ Dbt . Illicit economic activity

Asset bubble bursts Unemployment

Nodes Edges
Risk influence Relative influence
High High . |
Risk categories
Medium Medium 9
Low Low ® ctconomic @ Environmental @ Geopolitical @ Societal @ Technological

Source: World Economic Forum Global Risks Perception Survey 2023-2024 3 2

World Economic Forum Global Risk Report 2024



https://www3.weforum.org/docs/WEF_The_Global_Risks_Report_2024.pdf

PREPARE

The evolution of sustainability-related
financial disclosures

33



Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

2. What frameworks are you

currently using?
(Select all that apply)

. CDP (formerly Carbon Disclosure Project)
Global Reporting Initiative (GRI)
Integrated Reporting
Sustainability Accounting Standards Board
(SASB)

. Task force on climate-related financial
disclosures (TCFD)

UN Global Compact (UNGC)
Others (indicate in the chat)
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Adoption monitored by
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Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

3. Companies who disclose using the
TCFD recommendations automatically
comply with the ISSB Standards.

a. True
b. False




Moving from TCFD to ISSB

TCFD culminated in 07/2023 and the IFRS Foundation has now assumed responsibility of TCFD monitoring
(see news item here)

B3 FRS

Sustainability

uuuuuuuu

Comparison = In some cases, IFRS S2 uses different wording to capture the
IFRS S2 Climate-related Disclosures same information as the TCFD;

with the TCFD Recommendations

= |[FRS S2 requires more detailed information that is in line with the
TCFD; and

» |[FRS S2 provides some additional requirements and guidance.

Find the Comparison document here o


https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/ifrs-s2-comparison-tcfd-july2023.pdf
https://www.ifrs.org/news-and-events/news/2023/07/foundation-welcomes-tcfd-responsibilities-from-2024/

Structure of the IFRS Foundation

Public accountability

IFRS Foundation Monitoring Board

IFRS Foundation Trustees

Governance, strategy, oversight

Ind dent standard-setti International Accounting International Sustainability
At i  Standards Board (IASB) Standards Board (ISSB)

IFRS Interpretations Committee
(IFRIC)

38



ISSB objectives

Develop standards for a global baseline of sustainability disclosures

Meet the information needs of investors

Enable companies to provide comprehensive sustainability information to
global capital markets

Facilitate interoperability with disclosures that are jurisdiction-specific
and/or aimed at broader stakeholder groups

39



Setting a global baseline

Additional building block can be added to meet:

= Jurisdiction-specific requirements

= Broader multi-stakeholder needs

ISSB Standards

= A comprehensive foundation of disclosures for global jurisdictional adoption

= Common language for comparable, decision-useful disclosures

» Designed to meet investor needs across global capital markets

40



ISSB

provide
comprehensive
global baseline
through Standards

e

IOSCO

endorses ISSB
Standards

recommending
adoption

Audit
standard-
setters

enhance and
develop assurance
standards

T

Jurisdictions

require by adopting
the Standards

| G

Market
participants

voluntarily opt to
apply the Standards

41



PREPARE

GLOBAL .
BASELINE An overview of IFRS S1 and S2

42



Important terms

Sustainability-Related Financial Information - Information about a company’s
sustainability-related risks and opportunities that is useful to primary users of general-
purpose financial reports in making decisions about providing resources to the company
(IFRS S1.1).

Sustainability-Related Risks & Opportunities—Those risks and opportunities that
could reasonably be expected to affect the company’s prospects i.e.: cash flows, access
to finance or cost of capital over the short, medium or long term (IFRS S1.3).

General Purpose Financial Reports— Sustainability-related financial disclosures
could be included in a company’s management commentary or a similar report when it
forms part of an company’s general purpose financial reports.

43



Core content areas

RISK METRICS &

P J \ MANAG TAR
= Governing Body » Risks & Opportunities = Processes for = Metrics
= Effects on risk
= Management a) business model & management = Targets
supply chain, = Qverall risk
b) strategy profile

c) financial & cash

flows
= Resilience

o N\ RN J “/




B3 |FRS

Sustainability

June 2023
IFRS S1
IFRS® Sustainability Disclosure Standard

General Requirements for Disclosure of
Sustainability-related Financial Information

International Sustainability Standards Board

Requires material information about sustainability-related risks and
opportunities with the financial statements to meet investor information
needs

Applies Task Force on Climate-related Financial Disclosures
(TCFD) architecture

Requires industry-specific disclosures

Refers to sources to help companies identify sustainability-related
risks and opportunities and information beyond climate (IFRS S2)

Can be used with any accounting requirements (GAAP)

45



IFRS S2: Climate-related disclosures¢

EE3IFRS

Sustainability

IFRS S2

IFRS” Sustainability Disclosure Standard

Climate-related Disclosures

International Sustainability Standards Board

Incorporates the TCFD recommendations

To meet investor information needs, IFRS S2:

is used in accordance with IFRS S1

requires disclosure of material information about climate-related

risks and opportunities, including physical and transition risks

requires industry-specific disclosures — supported by

accompanying guidance built on SASB Standards

46



IFRS S1 and S2 together

IFRS S2 is to be applied in accordance with IFRS S1 because S1:

EEIFRS /FR = Establishes important conceptual foundations, e.g.: connected

Sustainability

RS s1 oy information, value chains
IFRS® Sustain lFR

= Provides important guidance on the assessment of materiality

= Sets out the qualitative characteristics of the information to be
provided, e.g.: relevant and faithful representation

= Sets out requirements and concepts for reporting, for example:
= the reporting company
= timing and location of reporting

= connections and comparative information in reporting

47




Conceptual Foundations

Fair presentation: A complete set of sustainability-related financial disclosures should
fairly present all sustainability-related risks and opportunities that could reasonably
affect the company's prospects

Reporting company: The reporting company for sustainability-related financial
disclosures to be the same as the reporting company for the general purpose financial
statements.

Connected information: IFRS S1 asks for information that enables understanding of

the connections between — N
= sustainability-related risks and opportunities

= disclosures on core content
= sustainability-related financial disclosures and financial

statements

48



EXA M P L E Capital allocation towards pathways and solutions

Decarbonisation is embedded in our annual investment and prioritisation .
processes. All investment decisions consider the quantity of GHG emissions ConneCtl(_)n b_etween
associated with the project, the cost per tonne of CO.-e associated with the decarbonization and net
project and the alignment with the Group pathways to a net zero trajectory. zero strategy and
investment decisions

Connected information

In FY2023, we spent US$122 million on initiatives associated with
operational GHG emission reductions, together with value chain GHG
emission reductions in areas such as steelmaking and shipping, and BHP
Ventures investments. This figure does not include the operating expenditure
associated with renewable electricity arrangements established at a number
of our operated assets, which collectively represented the main source of
operational GHG emission abatement for BHP in FY2023.

From FY2024 to FY2030, we expect to spend around US$4 billion (nominal
value) on operational decarbonisation, with plans reflecting an annual capital
allocation of between approximately US$250 million and approximately Connection to
US$950 million per year over the next five years. future spending

On current assumptions, the overall portfolio of decarbonisation projects plans and targets
to support achievement of our medium-term target is expected to deliver
a positive net present value (NPV) for the Group, while to date, most
implemented projects have delivered a positive or neutral NPV.

BHP Ventures also continues to build a portfolio of investments to help
accelerate innovation in the mining industry through assessment and
execution of additional investments across emerging technology areas,
including long-duration energy storage solutions, diesel displacement and
carbon dioxide removal.

k For more information on our range of investments to drive
decarbonisation and sustainable growth refer to

bhp.com/about/our-businesses/ventures

Example source: BHP Annual Report 2023 pg. 47 49



https://www.bhp.com/investors/annual-reporting/annual-report-2023

Materiality

= An company shall disclose material information about the sustainability-related risks and
opportunities that could reasonably be expected to affect the company’s prospects.

= |nformation is material if omitting, misstating or obscuring that information could
reasonably be expected to influence decisions that primary users of general purpose
financial reports make on the basis of those reports

= Primary users of general purpose financial reports are existing and potential investors,
lenders and other creditors

50



Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

4. What information should be
considered for connected

information?
(Select all that apply)

Connections between:
a. Governance, strategy, risk
management and metrics & targets
b. Sustainability-related financial
disclosures and financial statements
. Sustainability-related risks and
opportunities




Additional guidance

i ko

Application Guidance Accompanying Guidance Educational materials
Guidance, sometimes Guidance issued alongside a Separate materials developed
presented as an appendix to Standard to assist companies, to help companies apply the
a Standard. This is just a demonstrating how the Standards

question of location — this requirements in the Standard

material is still a required could be applied often using

piece of the standard examples (non mandatory)

Published with the Standards. Published over time to meet
preparer needs.
/ / i



Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

5. Water is a vital input to your
business, but the ISSB Standards

do not currently have a specific
standard on water. What do you do:

a. Do not disclose anything about
water.
b. Consult the sources of guidance
listed by ISSB.
. Engage a consultancy to help.
. Copy your competitors' reporting.




Module 1 Summary

Start by understanding the benefits of improved disclosure

There can be important benefits externally (ie investors interest) and internally (ie enhanced
resilience and strategy) from applying the ISSB Standards

Use the ISSB Standards as the baseline — build on top of that

ISSB Standards represent a global baseline for sustainability related financial disclosure that
simplifies the landscape and provides a comprehensive foundation of disclosure that
allows other building blocks of information to be added on top of ISSB

Be clear who your audience is

ISSB Standards plus guidance are designed to meet the needs of primary users of general-
purpose financial reports and follow the core principles of financial disclosures including fair
presentation and connected information.
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MODULE 2

Setting the direction:
Applying the ISSB
standards & integrating
additional disclosures




APPLYING THE
STANDARDS

ADDITIONAL
DISCLOSURES

58
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Core content

@ O O O

= Governing Body

= Management




Questions to evaluate

Questions pertaining to the reporting company’s governance, that can help identify key information that can
assist a company to meet some of the disclosure requirements:

= Which Board and Management bodies or committees are responsible for sustainability and climate-
related risks and opportunities?

= What are their skills and competencies? (How is this determined?)

= What processes and controls do they use for managing risks and opportunities?

= How and when do they get informed about risks and opportunities?

= \What are their roles and responsibilities?

= What sort of decisions do they make and what targets do they set based on risks and opportunities?

= How are related performance metrics included in remuneration policies?

Note: Avoid unnecessary duplication

Find a summary of requirements in the SSE Gap Analysis Checklist here 61


http://www.sseinitiative.org/publication/gap-analysis-tool

Example source: AIB Group plc AFR Dec 2022, pg. 32

AIB Group Board

Board Audit Committee [

EXAMPLE

Governance model
Sustainable Business

Group Risk
Committee

First Line of Defence*

* Updates in liie with framework governance and reporting req@irements
**ESG and mdterial risk updates and reporting requirements
(Note: Arrowsfindicate information flow only)

Advisory Committee

Executive Comm ttee

Group Sustainab lity
Committee

Management

Group Disclosur »
Committee

Second Line of Defence**

o Group Internal
Audit

Ensures that risks within the Group
are appropriately identified,
reported, assessed, managed and
controlled, including key strategic
and operational risk issues. Scope
of committee includes ESG risks,
including climate risk.

Supports the Group’s sustainable
business strategy which includes
the development and safeguarding
of the Group’s social license to
operate, plus sustainability
disclosures outside of annual
report.

Oversees the quality and integrity
of the Group’s accounting policies,
financial and narrative reporting,
non-financial disclosures and
disclosure practices, internal
control framework and audit.

62


https://aib.ie/content/dam/frontdoor/investorrelations/docs/resultscentre/annualreport/2022/AIB-Group-plc-AFR-dec-2022.pdf

Example source: Toyota sustainability Data Book 2023, pg. 37

EXAMPLE

Governance model

Governance

a) Board’s Oversight of Climate-related Risks and Opportunities

m At Toyota, to ensure effective strategy formulation and implementation in line with latest
societal trends, important climate-related issues, if arise, are reported to the Board of
Directors.

Role of the Board H ®m The Board of Directors conducts the following duties:
¢ Deliberate and supervise strategies, major action plans, and business plans.

e Monitor the progress toward qualitative and quantitative targets addressing climate
issues.

B Monitoring is performed in consideration of the financial impact of the following risks/
opportunities, which may turn into climate-related issues:

* Risks/opportunities related to products, such as fuel efficiency/emission regulations.
* Risks/opportunities related to low-carbon technology development.

What it has done to inform strategy }'—bl These governance mechanisms are used in formulating long-term strategy, including the

Toyota Environmental Challenge 2050, and in formulating and reviewing the medium- to

‘ long-term targets and action plans.

Actions taken, including investment Hl Cases of decisions made at the Board of Directors Meeting in 2022

~ * Reported on and approved the identification of carbon neutrality (CN) as a key matter in
relation to climate change and the development of a plan to transition to CN by 2050.

e The Board of Directors decided by resolution the level of battery-related investment in
order to secure the number of batteries which serve as a pacemaker to expand its line of
BEVs.

63


https://global.toyota/pages/global_toyota/sustainability/report/sdb/sdb23_en.pdf

Core content

- -~ 4

= Risks & Opportunities

» Effects on
a) business model &
supply chain,
b) strategy
c) financial & cash

flows

= Resilience
64



Questions to evaluate

Questions pertaining to the reporting company’s sustainability-related risks and opportunities, that can help
identify key information that can assist a company to meet some of the disclosure requirements:

What risks and opportunities that could reasonably be expected to affect a company’s
prospects have been identified?

Over what time horizons (short, medium or long term) is that effect expected to occur?

= [fitis a climate-related risk, is it a physical or transition risk?

Has the Industry-based Guidance on implementing IFRS S2 been utilized?

Find a summary of requirements in the SSE Gap Analysis Checklist here

65


http://www.sseinitiative.org/publication/gap-analysis-tool

Example of risk identification

Strategic priorities Top 15 Group risks

[,,.Jm l"r.u/’/TSff

Why we exist
Creating enduring
value beyond
mining

N
\O

7€ valye and e
" Portfolio of 35°

Example Source: Gold Fields Limited Integrated Annual Report 2023 pg. 26

Risk mitigation priorities

Prioritising asset optimisation and growth

Reducing costs and enhancing revenue through production increases
Reviewing and upgrading our safety systems and programmes

Developing a high-performance culture

Driving inclusivity of contractor employees

Executing business plans and implementing business improvement initiatives

Protecting operational technology and infrastructure critical to our sustainability

Driving constructive engagement with host governments

Pursuing our 2030 ESG targets

Prioritising host community procurement, employment and social development
Adopting and implementing a comprehensive Decarbonisation Strategy

Implementing regional water management plans

Completing project construction and ramping-up production
Evaluating value-accretive opportunities to grow our portfolio

Managing JV partnerships in line with developed protocols



https://www.goldfields.com/pdf/investors/integrated-annual-reports/2023/iar-2023-interactive.pdf

Time horizons

! ]
f /9 "’l ’; P
Ed W

27 24

Cash flow, investment Planning horizons for Assessment periods used Life of assets
and business cycles strategic decision-making by investors

and capital allocation

« Time horizons are company specific and may include industry specific
characteristics

* You don't have to stick to one time horizon. It depends what you are trying to
strategise for and why — see for example Three Horizons Framework 67



https://training.itcilo.org/delta/Foresight/3-Horizons.pdf

Questions to evaluate

Questions pertaining to the current and anticipated effects of the sustainability-related risks and opportunities,
that can help identify key information that can assist a company to meet some of the disclosure requirements:

= What are the current and anticipated effects of those risks and opportunities on the company’s

business model and value chain, strategy and decision making, and financial position, performance and

cash flows?

= What type of effect is expected and where will that effect take place?

= What is the actual and planned response to the effects identified?

Find a summary of requirements in the SSE Gap Analysis Checklist here 68


http://www.sseinitiative.org/publication/gap-analysis-tool

Example

Effects on the business
model and value chain

Our transformation along the value chain

Energy

Renewable energy,’
low-emission hydrogen,
combined heat and
power generation

Raw materials

Renewable and recycled raw
materials, raw materials based
on the use of CO,

Infrastructure

Network expansion and
infrastructure for the
transportation of hydrogen
and CO;

Suppliers

Sustainability evaluations,
Supplier CO, Management
Program

Customer-focused
production

Minimized
transportation routes

Optimized
Verbund structures

Efficient
value chains

Digitalization and
automation

Efficient processes®

Operational excellence

Energy and resource-
efficient processes

Emission-free

steam generation

Electrified processes,

energy recovery

Pioneering
technologies

Emission-free and
low-emission processes®

Key technologies:

batteries,” polymers,

biotechnology

Circular economy

New material cycles and
recycling technologies

Solutions for a
sustainable future

Low-emission,
innovative products
(pioneers, contributors)®

Climate-smart mobility;
healthy, affordable food;
efficient construction

Business models

Digitalized and circular
approaches

Services

Transparency (product carbon
footprint, corporate carbon
footprint), take-back systems

Selected

projects in the
2023 reporting
year For more

information,
see page 105

1 Inauguration of the
Hollandse Kust Zuid
offshore wind farm

2 New supercomputer

Quriosity with increased
computing power

For more information,
see page 30

Example Source: BASE Report 2023 p. 27

3 Electrically heated

steam cracker furnaces:

demonstration plant
close to completion
For more information,
see page 107

4 Battery materials and

recycling: our investment in
Schwarzheide, Germany

For more information,
see page 32

5 Innovation driver: new
Sustainable Solution
Steering method
For more information,
see page 48

69


https://report.basf.com/2023/en/services/downloads.html

Qualitative and quantitative

disclosures

When reporting the effects of sustainability-related risks and opportunities on a company’s current and

anticipated financial performance, financial position and cash flows:

= A company is required to disclose both quantitative (a single amount or a range) and qualitative

information

= A company can provide qualitative rather than quantitative information when:

The financial effects of the risk or opportunity are not separately identifiable
There is a high level of measurement uncertainty
For anticipated effects, quantitative information would not be commensurate with the

company's skills, expertise and resources

70



Example source: Unilever Annual Report, pages 50-51

EXAMPLE

financial effects

Potential financial impact on
profit in the year (€bn)®

Financial quantification of assessed risks and opportunities

deep
moisture

prm——_——"

Delivering sustainable
business performance

Unilever Annual Report
and Accounts 2022

1. Carbon tax and voluntary carbon
removal costs

We quantified how high prices from
carbon regulations and voluntary offset
markets for our upstream Scope 3
emissions might impact our raw and
packaging materials costs, our
distribution costs and the neutralisation
of our residual emissions post-2039.

Absolute zero Scope 1 and 2 emissions
by 2030

Scope 3 emissions exclude consumer p -3.2 B9 -6.1
use emissions

Carbon price would reach 245 USD/
tonne by 2050, rising more aggressively

in early years in a proactive scenario

The price of carbon offsetting would

reach 65 USD/ tonne by 2050 i -2.4 -4.8 -6.1
Offsetting 100% of emissions on and

after 2039

5. Extreme weather (temperature)
impact on crop yields

We quantified how extreme weather
events such as sustained high
temperatures could impact crop output
and therefore sourcing costs across key
commodities.

= By 2050, in a reactive scenario, extreme

= By 2050, in a proactive scenario,

extreme weather would increase
prices by: p -0.3 -0.8 =1
=« Palm: ~12%; Commodities and food

ingredients: ~14%

weather would increase prices by:
= Palm: ~18%; Commodities and fogfd
ingredients: ~21% r -0.4 1.1 -28

If proactive approach is If reactive approach is

taken to managing
climate change

taken to managing
climate change



https://www.unilever.com/files/92ui5egz/production/0daddecec3fdde4d47d907689fe19e040aab9c58.pdf

Questions to evaluate

Questions pertaining to the resilience of organizational strategy and business model to sustainability
risks, that can help identify key information that can assist a company to meet some of the disclosure
requirements:

= What is the company’s capacity to adjust to the uncertainties arising from sustainability-
related risks (and how this is determined)?
= How is a scenario analysis already being used (or going to be used) to assess climate

resilience?

Find a summary of requirements in the SSE Gap Analysis Checklist here 72


http://www.sseinitiative.org/publication/gap-analysis-tool

Example

Strategy and decision
making

Sales in 2030

Long-term sustainable,
profitable growth

Stora Enso has a long and rich history dating back to 1288. Our unique history has
supported our survival, proactiveness and adaptability over the centuries. This has
nurtured a deep-down business culture which can manage market fluctuations,
build on modernisation and innovation, and provide solutions to current demands in
the market. In recent years, we have been through a comprehensive transformation
process, proactively repositioning our business from largely a pulp and paper
company to a global renewable materials company, ensuring our future for many
more years to come. Sustainability trends underpin our opportunity for long-term,
sustainable, profitable growth, and today our products are mitigating the climate
challenge, providing us with new opportunities.
T Our strategy is to drive the green transition
by accelerating our growth in renewable
packaging, sustainable building solutions,
and biomaterials innovations, while
staying within the planetary boundaries.
We do that through advancing our leading
market positions in high-margin products,
Current and anticipated strong and competitive assets, best-in-

: class industry competence and control
changes to business of the renewable resource wood. We are

model committed to ambitious science-based
targets, on areas where we have the biggest
environmental impact. These segments
involve a higher degree of innovations and
value added products which will further
future proof our business and strengthen
our competitiveness.

Climate change and resource scarcity
affect the environment as well as economies
and society as a whole. There is strong
pressure to maximise the efficient use of raw

. P8

Example source: Stora Enso Annual Report 2022

©® Growth
businesses 80%
Other 20%

materials and to make the value chains circular.
As a result of our new strategic direction,

Stora Enso is and will be a more efficient and
less cyclical company. Our focus, resources
and investments are allocated where we have
the best business opportunities for profitable
growth, with leading market positions and
strong competitiveness. Most of our products
and solutions are renewable and circular,

and the CO, they replace and store, helps to
mitigate climate change. Our forest assets
create a solid and valuable foundation for

our business. They deliver growing value that
provides Stora Enso with a solid balance sheet,
and potential new ancillary revenue streams
from wood-based solutions for sustainable

wind and solar power as well as carbon credits.
Our forests are also an important source of raw
material which provides us with competitive
wood supply, giving us tactical flexibility,
synergies, and value.


https://www.storaenso.com/-/media/documents/download-center/documents/annual-reports/2022/storaenso_annual_report_2022.pdf

Example source: Solvay 2022 Annual Integrated Report, page 205

Exa m p I e 3.8.1. Transition risks

Scenario analysis

In 2022, we revised our scenario analysis under the following scope:

Scenario Analysis + Transition risks.

- Focusing on the three most exposed business units, based on total emissions (Scope 1, 2 and 3) and exposure to climate sensitive markets, like
automotive and buildings: Soda Ash, Specialty Polymers and Novecare. These three GBUs represent 52% of Solvay's 2021 sales.

- Two International Energy Agency (IEA) scenarios: 1.5°C Scenario (IEA Net Zero Emissions Scenario 2021) and 3°C Scenario (IEA Stated Policy Scenario
2021).

- Using a leading audit, tax and consulting services company’s tool for climate scenario analyses.

- Assumptions of price and cost changes, volume changes and adaptation potential (cost pass-through) were taken from the consultant's models. This
included price trajectories up to 2050 for oil, coal, gas, CO2, electricity and energy usage in transport, in our own operations and upstream.

- Analysis of the market dynamics and identification of the essential characteristics of individual sites was based on the consultant and Solvay sector and

climate expertise, considering products sold in main markets, namely construction, packaging, automotive, oil and gas, home and personal care, food

and feed, and electronics.

The main conclusions of the scenario analysis were:

- The soda ash business relies highly on a competitive price advantage. Since prices for raw materials and our own operations will increase in a 1.5°C
scenario, the scenario analysis concluded that, in the absence of cost pass-through measures, the contribution margin could decrease by up to 16%,
while additional demand for glass for energy efficient buildings would drive overall profit and sales. Sales could increase to €2.4 billion in the 1.5°C
scenario and to €2.1 billion in the 3°C scenario, by 2050.

- The specialty polymers business has the most significant opportunities in a 1.5°C world. Products are expensive and resilient to cost increases and the
demand for most customer segments would increase. Focusing on increasing production capacities for this GBU should be prioritized in a 1.5°C world.
Sales could increase to €4.7 billion in the 1.5°C scenario and to €4.3 billion in the 3°C scenario, by 2050.

- Novecare faces risks relating to vegetable oil imports. This is because vegetable oils from palm oil and other alternatives are highly CO, emissions
and water intensive. Shifting to sustainable alternatives is expensive, but it may result in a reputation boost for Solvay and decrease costs for these
alternatives in the long run. Novecare has the highest weighted CO, intensity in their supply chain. This should be monitored and suppliers should be

engaged to reduce Scope 3 emissions. Sales could increase to €2 billion by 2050 in both scenarios. 74


https://www.solvay.com/sites/g/files/srpend221/files/2023-05/solvay-2022-annual-integrated-report.pdf

Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

6. A company may choose to disclose
only qualitative information and/or
combined quantitative information
about current and anticipated

financial effects when:
(Select all that apply)

a. The company cannot separate the effects of
a climate-related risk or opportunity from
other effects.

There is a high level of measurement
uncertainty.

The quantitative information sheds a negative
light on the company.
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Disclosure requirements in IFRS S2 are broadly consistent with TCFD except, IFRS S2:

® Requires a company to refer to and consider the applicability of industry-based disclosure topics.

®  Requires more detailed information on where in business model and value chain risks and opportunities are concentrated.

® Requires more detailed information on effects of climate-related risks and opportunities

"  Sets out criteria for when quantitative and qualitative information is required for disclosure of current and anticipated financial
effects.

" Requires use of all reasonable and supportable information that is available at the reporting date without undue cost or effort and
the use of an approach that is commensurate with the company’s circumstances for specific requirements.

" Does not specify the particular scenarios for climate-related scenario analysis.

®  Requires additional information regarding resiliency.

Review the full comparison document of IFRS S2 and TCFD here. 77


https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/ifrs-s2-comparison-tcfd-july2023.pdf

S, ST T e TRl | S
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An aspect of the company’s overall strategy that includes targets, actions or resources for the
transition towards a lower-carbon economy, including, for example GHG emissions reductions plans.

Align (internally) with strategy, business case and business motivation and decarbonization levers most economically and technologically feasible
for the company

Align (externally) goals with science, including net zero pledges, climate neutrality goals and Paris aligned commitments

Set long term goals with clear mitigation and adaptation activities and targets and interim milestones

Be transparent about dependencies, risks, challenges of executing the transition plan and explain how residual and unabated GHG emissions will

be treated
®  Follow sector specific pathways

®  Consider how the Transition Plan will be evaluated and give it the hallmarks of credibility
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Real-economy
Transition Plans

The Transition
Plan Disclosures
Landscape

Further depth
& detall for
preparers &

Real

economy
|
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Sectoral Pathways for
Financial Institutions

Financial Sectoral
institutions pathways
J

Pathway expectations

Transttion Plan
Taskforce

Disclosure /
Framework ~—#

Transition
pathway
disclosure
framework
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Core content

RISK

MANAGEMENT

= Processes for
risk
management

= Qverall risk
profile




Questions to evaluate

Questions pertaining a reporting company’s risk management processes of sustainability-related risks and
opportunities, that can help identify key information that can assist a company to meet some of the disclosure
requirements:

= What processes and policies are being used to identify, assess, prioritise and monitor
sustainability-related risks?

= What processes and policies are being used to identify, assess, prioritise and monitor
sustainability-related opportunities?

= How is sustainability risk & opportunity management integrated into the company’s overall

risk management process?

Find a summary of requirements in the SSE Gap Analysis Checklist here 82


http://www.sseinitiative.org/publication/gap-analysis-tool




Disclosure requirements in IFRS S2 are broadly consistent with TCFD except,

IFRS S2 requires:

= More detailed information about the input parameters used to identify risks,
whether and how a climate-related scenario analysis is used to inform risk
identification, and whether risk management processes have changed

= Additional disclosures on the processes used to identify, assess, prioritise
and monitor opportunities, and how this is integrated into and informs the
company’s overall risks management process

Review the full comparison document of IFRS S2 and TCFD here. 84


https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/ifrs-s2-comparison-tcfd-july2023.pdf

Types of Risk Examples Financial effects
Transition Risks = Increased pricing of GHG emissions = cash flows,

= Enhanced reporting obligations = access to finance
= Policy & Legal = EXxposure to litigation = cost of capital
= Technology = Cost of transition to lower-emission = over the short,
= Market technologies medium and long
= Reputation = Changing customer behavior term

= Uncertainty in market signals
Physical Risks = |ncreased cost of raw materials

=  Stigmatization of sector
= Acute = [ncreased severity of extreme weather
= Chronic events

= Changing weather patterns
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Types of
Opportunities

= Resource
Efficiency

= Energy Source

= Products and
Services

= Markets

= Resilience

2 e
.

T

....
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Examples

= Improving resource efficiency across value
chain

= Use of lower-emission sources of energy

= Use of supportive policy incentives

= Use of new technologies

= Development of low emission goods/
services

= Access to new markets

= Differentiating against competitors

= Resource substitution/ diversification

Financial effects

= cash flows,

= access to finance

= cost of capital

= over the short,
medium and long
term
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Example

Risks and opportunity
assesment

Weather in 2019

Major storms which cost
aviation an estimated
€2.2billion
in 2019 in terms of en-route
delays, are expected to
increase in intensity.

Bad weather forced airlines to fly
Tm extra km
burning
6,000 tonnes extra fuel

producing

19,000 tonnes extra CO:2

Current acute risks and
impacts

Example source: NATS Transition Plan: 5 Year Plan, page 15

Weather in 2050

Extreme weather is predicted
to drive these numbers up, with
horizontal flight inefficiency on
days when storms account for over
50% of air traffic flow management
delays expected to
worsen by 0.5%.

That's an extra

57,000 tonnes of COz/yr

increasing every 1,000 nautical
mile flight by roughly 40 nautical
miles further driving up the cost
to airlines, passengers and their
carbon footprint.

66% of coastal/low-lying airports
are at an increased risk of flooding
in the event of a storm surge.

Future acute risks and
impacts

Reducing flight durations

Future flight operations will also
be modified by climate change
with jet streams reducing many
transatlantic flight durations both
eastbound and westbound.

This will have positive effects
on flight times, fuel burn and
emissions, and could yield
possible saving of

55,000 tonnes of fuel
per year by 2050
¢.175,000 tonnes of CO-

The outcome of chronic
changes may be positive in

some respects, but strategy
will need to respond
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Core content

, METRICS &
J J J TARGETS

= Metrics

= Targets




Questions to evaluate

Questions pertaining to the metrics used by a reporting company, that can help identify key information that can
assist a company to meet some of the disclosure requirements:

= What metrics are being used to measure and monitor sustainability-related risks and
opportunities?

= What metrics specifically relate to climate-related risks and opportunities?

= What industry-based metrics are being used?

= How are these metrics defined and calculated?

= How is performance tracked, using these metrics?

Find a summary of requirements in the SSE Gap Analysis Checklist here 89


http://www.sseinitiative.org/publication/gap-analysis-tool

Metrics considerations

Metrics must:

= Enable primary users to understand the company’s performance on sustainability-related risks
and opportunities

= Be reported by an applicable IFRS Sustainability Disclosure Standard — e.g. IFRS S2

= Include metrics the company uses

= Be associated with industry-specific business models, activities and common features

= Be consistent over time

Metrics can:

= Be taken from a source other than ISSB Standards

= Be developed by the company

= Be associated with the industry-specific business models, activities and common features (an
company shall refer to and consider the applicability of the metrics associated with the
disclosure topics included in the SASB Standards)
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Questions to evaluate

Questions pertaining to the targets used by a reporting company, that can help identify key information that can
assist a company to meet some of the disclosure requirements:

= Are targets set by the company or by law or regulation?

= Are the targets used qualitative or quantitative?

= What is the associated metric used to set the target? (also see questions on metrics)
= Qver what period of time do the targets apply and what base period is being used?

= What milestones and interim targets are being set to track progress?

= Have there been any revisions to the target since the last reporting period?

Find a summary of requirements in the SSE Gap Analysis Checklist here 91


http://www.sseinitiative.org/publication/gap-analysis-tool

Example

Linking strategy, targets and
assumptions

Decarbonization strategy

Decarbonization is at the heart of the Company’s climate action
strategy, aiming to have a leadership position within the steel
industry in terms of target-setting, performance and disclosure.
In 2021, ArcelorMittal set out a clear roadmap for achieving
medium-term 2030 COze targets with an anticipated gross
investment of approximately $10 billion, and its commitment to
achieve net-zero steelmaking globally by 2050.

The Company'’s target is to reduce carbon emissions intensity
by 25% alobally and by 35% in Europe by 2030. Both targets

cover Scopes 1 and 2 for steel and mining per tonne of crude
steel.

(definitions: GHG intensity - the average GHG emitted in the production of one
tonne of crude steel. It includes emissions from all the processes invoived in the
production of an ‘average’ tonne of steel, scope 1 and 2.

Scope 1: process CO,e emissions from steel + CO, from mining + CH4 from
mining. Scope 2: indirect emissions from ‘net’ purchased electricity + electricity
purchased at mining sites.)

Assumptions behind targets
To set the ArcelorMittal's target, the Company has made a key
set of assumptions:

d.

The cost of green hydrogen will become increasingly
competitive over the next decade but will still require
government support in ArcelorMittal’s countries of
operation

Carbon capture, utilization and storage ("CCUS")
infrastructure will take time to be built at scale. While
Europe is expected to take the lead, CCUS
infrastructure has the potential to expand quickly in the
US and Canada — providing some potential upside to
the business’ assumptions

Different regions of the world will continue to move at
very different paces and the level of climate ambition
will differ between jurisdictions at any given time

The introduction of climate-friendly policies in other
regions will be 5-10 years behind Europe and the US

As it has been reported, 2060 may not be a realistic
net-zero target for developing economies, which may
mean emissions do not peak until 2030.

Example source: ArcelorMittal’s 2022 Annual Report, pg. 60&61

92


https://corporate.arcelormittal.com/media/obsd1lud/annual-report-2022.pdf

Example

Linking strategy, targets and
assumptions

The waterfall chart 2030-2050 breakdown is for illustrative purposes only

Scope 1 Scope 2 Scope 1 Scope 2 Offsetting Carbon
removal
Carbon inthe
atmosphere
<
e
Energy ‘ ..
transformation o ‘
Incressed
B Scrap use
B 2. 3. 4 ; - Sourcing Cart
Announced Announced Further Canada Further Sourcing C clean od
projects -  projects - projects in projectsin  clean electricit QU
Innovative Smart development development electricity Offsetting
in Europe D residual
emissions
ABC ABC ABC . ¢
.2, o . 2, CCS with
steelmaking
as carbon
removal
2018 2030 2050
va Net-zero v
’ L)’
A. Steelmaking transformation (footrprint change, energy efficiency, pellets)
B. Energy transformation (CCUS, hydrogen, bioenergy)
C. Increased scrap use
D. Sourcing clean electricity
E. Offsetting residual emissions

Example source: ArcelorMittal’s 2022 Annual Report, pg. 62
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Disclosure requirements in IFRS S2 are broadly consistent with TCFD except, IFRS S2:

Requires disclosure of industry-based metrics

Requires additional disclosures related to a company’s GHG emissions

Sets out a Scope 3 measurement framework to provide guidance for preparing Scope 3 GHG emissions disclosures.

Does not explicitly require a company to disaggregate its GHG emissions disclosures by the constituent gases, however IFRS S1 includes requirements

on disaggregation that would result in the disclosure of the constituent gases being required if such disaggregation provides material information.

Disclosure requirements in IFRS S2 are broadly consistent with TCFD except, IFRS S2:

Review the full comparison document of IFRS S2 and TCFD here.

Requires disclosures about how the latest international agreement on climate change has informed the target and whether the target has been
validated by a third party
Requires disclosure of more detailed information on GHG emissions targets

Includes additional requirements on the approach to setting and reviewing each target, and how it monitors progress against each target
95


https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/ifrs-s2-comparison-tcfd-july2023.pdf

Companies shall disclose (measured in accordance with the GHG Protocol Corporate Standard):

Scope 1: direct emissions

Scope 2: indirect emissions from the generation of purchased energy consumed by the company

Scope 3: all other indirect emissions that occur in the company’s value chain

Whether an internal carbon price is used for decision making

Any climate-related considerations for executive remuneration
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Example

GHG metrics

GHG emissions

breakdown by source

GHG emissions

breakdown by type

"0

Our carbon footprint | &3

Total direct GHG
emissions Scope 1
(MtCO,, )

516 53.1

Total indirect GHG

emissions Scope 2
(MtCO,, )

Total indirect GHG

emissions Scope 3
(MtCO,, )

705

© 2021 ® 2022

Total GHG emissions
(MtCOZeq)

132.9
125.8

Value chain Generation Trading Networks End customers Other

Global 4}3 [ N Real Estate

Business Lines nﬁ E’ ﬂf & N and others
GHGScopel | 100 2 3e 4 50 6°

_dlrect Generation Other SF, losses Aucxiliary Offices Company
emissions | from thermal in the motors in fleet
(MtCO 2eq) sources networks networks
5071 52.11
0.11 0.11 0.21 0.22

0.01 001 0.07 0.08

Source: Enel, 2022 Sustainability Report, pg. 148
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https://www.enel.com/investors/sustainability

Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

7. What is the objective of

metrics?:

(Select all that apply)

To enable report users to:

a. Understand performance in relation
to company’s sustainability-related
risks and opportunities.

. Understand progress towards any
targets.

. Understand the company’s
assumptions for the future.




ADDITIONAL
DISCLOSURES

Integrating other disclosure requirements that
companies may be required to comply with

~
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Building on the baseline

5[ @) beg S2o

Listing Policy Industry Other
requirements objectives standards stakeholders
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Jurisdictional consultations

Jurisdictional progress towards the adoption or other use of ISSB Standards

Americas Asia / Oceania EMEA
Bolivia Australia European Union
Brazil Bangladesh Kenya
Canada China Nigeria
Costa Rica Chinese Taipei Turkiye
Hong Kong SAR UK
Japan
Malaysia
Pakistan
Philippines
Singapore
South Korea
Sri Lanka
A list of ongoing and completed jurisdiction consultations on sustainability-related disclosures is available: 101

www.ifrs.org/ifrs-sustainability-disclosure-standards-around-the-world/jurisdiction-consultations-on-sustainability-related-disclosures



http://www.ifrs.org/ifrs-sustainability-disclosure-standards-around-the-world/jurisdiction-consultations-on-sustainability-related-disclosures

Strategic relationships support

interoperability

= CDP - ISSB’s climate standard is the foundational baseline for CDP’s climate disclosure

= GHG Protocol — governance arrangements so that the ISSB is actively engaged in
updates to the GHG Protocol Corporate Standard

=  GRI - seeks to deliver full interoperability through jointly identifying and aligning common
disclosures to deliver a seamless sustainability reporting system

= Transition Plan Taskforce (TPT) — the IFRS Foundation will assume responsibility for
TPT’s disclosure-specific materials

» Taskforce on Nature-related Financial Disclosures (TNFD) — ISSB will consider how
to build upon the recommendations of the TNFD to meet investors' information needs
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ISSB and GRI

mmmmmmmm

Interoperabiity considerations for GRI and IFRS Foundation are committed to jointly
emissions when applying . . . .

GRI Standards and ISSB Standards identify and align common disclosures that
address information needs under the distinct scopes
and purposes of respective standards, for both

thematic and sector-based standard-setting

Contents

Analysis of requirements in GRI 305 and IFRS S2 related to GHG emissions 24
Mapping of requirements in GRI 305 and IFRS S2 related to GHG emissions 512

Introduction

This document illustrates the areas of interoperability between GRI 305: Emissions 2016
(GRI 305) and IFRS S2 Climate-related Disclosures (IFRS S2) that a company should consider
when measuring and disclosing Scope 1, Scope 2 and Scope 3 greenhouse gas (GHG)

ions in with both 2
This document is not a 4 of the i in GRI 305 and
IFRS S2. When applying GRI or ISSB Standards, preparers must refer to the GRI and ISSB
Standards respectively, including their respective definitions of materiality.

= GRI and IFRS Foundation published analysis and
mapping for disclosing Scope 1, Scope 2 and Scope
3 GHG emissions with both GRI and IFRS S2

= Collaboration to deliver full interoperability,
starting with GRI 101 Biodiversity Standard and
ISSB’s project on Biodiversity, Ecosystems

1 Ths not analyse required to provide disclosures on
GHG emissions.
Al S r d apply to all types of
ISSB Star refer to preparers. This document uses ‘company as an umbrela term.

B and Eco system Services
c . EEJIFRS = |FRS Foundation a convening partner of GRI’s

Sustainability Innovation Lab in Singapore
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ESRS and ISSB

B FRS

Sustainability

IFRS Sustainability

Disclosure Standards: High degree of
alignment in
Additional requirements climate-related

(eg financed emissions) disclosures*

* To read more on this, view the newly released ESRS-ISSB Standards Interoperability Guidance here.

ESRS:

Additional requirements for
stakeholders interested in
impacts (that do not create risks
or opportunities for a company’s
prospects) and information that,
if missing or obscured, is not
reasonably expected to affect
investor decisions
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Integrated Reporting (1)

The Integrated Reporting Framework and the requirements in
B REPORTING. IFRS S1 and IFRS S2 are complementary tools for investor-
focused communications

=  When used together with the ISSB Standards, the Integrated

Pr Reporting Framework can support a holistic view of the value
JransiHoMto creation process and provide a more complete picture of how
Integrated reporting value is created over time while meeting investor needs for
= material, comparable, consistent and reliable information on
sustainability and climate-related information on risks and
opportunities

= We have shown that there is clear fit between the disclosure
requirements in IFRS S1, IFRS S2 and the IR Framework through:
o Dedicated FAQs
o A mapping tool

o A getting started guide to Integrated Reporting
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Integrated Reporting (2)

How to apply the Integrated
Reporting Framework with IFRS S1
and IFRS S2: A mapping tool

This table maps IFRS S1 and IFRS S2 core content disclosure requirements to the Integrated Reporting Framework
content elements, showing one possible way to incorporate IFRS S1 and IFRS S2 disclosures within an integrated
report. Thus the mapping does not capture all disclosures required by IFRS S1 and IFRS S2

To comply with ISSB Standards, an entity must comply with the requirements as set out in IFRS S1 and IFRS S2. An
entity cannot rely on this mapping tool as the basis for compliance with ISSB Standards. For more information and
resources, visit the ISSB knowledge hub and disclaimer.

IFRS S1 and IFRS S2 are complementary
standards to integrated reporting

—> they can help populating an integrated report with
material and comparable standardised disclosures for users
- IFRS S1 and IFRS S2 can help to strengthen the quality
of integrated reports by potentially filling in some of the
current reporting gaps

Experienced integrated reporting adopters, like the
ones in South Africa, are well positioned to be the
frontrunners in the voluntary adoption of IFRS
S1 and IFRS S2

Integrated thinking remains a critical enabler for
the adoption of integrated reporting, IFRS S1 and
IFRS S2
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Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

8. My disclosure objectives
should consider...

a. The ISSB Standards only.
o}

The ISSB Standards and regulatory
requirements.

. Just regulatory requirements.

d. The ISSB Standards, regulatory

requirements and other sources of
guidance.




Module 2 Summary

Connectivity is key

While disclosure is based around core content areas (governance,
strategy, risk management and metrics & targets), it's important to
remember the connections between them and ensure the same
assumptions are being used to the extent possible throughout

Baseline + building blocks

Additional disclosures can be made in the general purpose financial report,
beyond that required by S1 and S2, including to satisfy wider
stakeholders and regulatory requirements. The key is to not obscure
information provided to meet the requirements of S1 and S2.
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MODULE 3

The backbone of
effective disclosure —
processes and
practices




IMPLEMENT

IDENTIEY |dentifying sustainability-related risks and
opportunities
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Identifying sustainablility-related risks

and opportunities

Generally, risks and opportunities come from interactions between the company and its:

Stakeholders Society Natural
with whom it works in which it resources upon
and serves operates which it draws

08 4 ®

Together, the company and the resources and relationships throughout its value chain form
an interdependent system in which the company operates.
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Connecting the dots

The resources and relationships that a company depends on and affects can take various
forms, such as natural, manufactured, intellectual, human, social or financial.

These can be:
= internal—such as the ability to attract and retain talent
= external—such as relationships with suppliers, distributors and customers

IFRS S1 provides examples illustrating the close relationship between the value a company
creates, preserves or erodes for others and its own ability to succeed and achieve its goals.
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MEGATRENDS

Global macrotrends inform and influence
Yara's market megatrends

Example

Identlfylng rISkS’ Startlng Growing and i.ncreasingly Geopolitical and trade uncertainty

W Ith m e g atre n d S R glObal population = Covid-19 and war in Ukraine bringing uncertainty to the globalization and

= Sustained and continued global population growth, with biggest future trade flows, with likely slow-down in globalization

magnitude in developing countries, driving growth in consumer demand
= Increasing importance of resource security across food, energy, and other

= Changing demographic structures, with growing urban population critical resources

MEGATRENDS

Opportunities and risks from the megatrends

Megatrends present new opportunities we can actively pursue, as well as risks we need to mitigate.

rket and value chain

© ©lg m

Zero waste Agri and Digitalization
and circular food industry
economy integration

Opportunities Risks

Shifts towards sustainability and transparency, where our crop nutrition Regulatory changes, consumer demand for sustainability, and optimized
offerings provide a good starting point for finding solutions fertilizer use can lead to lower fertilizer demand growth

Digital tools to enable new market channels and reduce the yield gap = Environmental costs and taxes can increase costs
through farmer connectivity

Physical climate change risks to our operations and customers

Mainstream adoption of clean ammonia and hydrogen

Reduction in demand, commoditization, and increased price competition
Focus on soil health, water use, and biodiversity, where optimal fertilizer can challenge premium fertilizer margins
use has a positive impact

Competitive landscape can be disrupted

New monetization opportunities from increased data access

Increased uncertainty around the competitive position of our European
production

Example source: Yara Integrated Report 2022, Pg’s 17 and 19 116
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Example of identifying opportunities

Potential implications of climate change for Neste

Net Zero World
Description Rapid and radical emissions reductions glob-
ally to meet Net Zero emissions by 2050 and
imit global warming to 1.5 °C, buiding on the
IEA Net Zaro 2060 Scenario.

The accelerated global demand for renewable
and circular products providas Naste opportu
nitkes to leverage global reach, axpand 10 new
markets, and oplimize across raw matenals,
countries and customer sectors

Risks Accalerated global demand for renewable and
circular products and a supportive regulatory
landscape may present transition risks related
to stringent competition for key raw materials
and in entering new markets.

Indicative financial
impact to Neste

Example source: Neste Annual Report 2023, Pg. 59

Net Zero EU and
North Amenrica by 2050

Advanced economies demonstrating strong
climate action while developing economies
follow slower action, consistent with a 2 °C
trajectory, building on the IEA Announced
Pladges Scenano.

Continued demand growth n renewable and
circular solutions; regulatory markets sup
ported by voluntary climate ambitions

ldentified transition risks are related to regu

lation limiting the competitivenass of renew

ablke fuels or narrowing the eligibdity of key raw
matarials. A steep decline of demand for fos-
sil fuel could also be seen as a transttion risk
for Neste's current business. Risks related to
accelerated alternative technology develop-
ment have also been identified.

Base case

Compromised
climate targets

Failure to take climate action leads to the con-
tinuation of the current trends, causing global
warming of 2.5 °C to 3 °C or more by the end
of the century. The scenario is partly built on
the IEA Stated Policies Scenano.

Modast demand growth in renewable prod
ucts due to lass favorable reguiatory frame
work givas room for differentiation and senving
selected voluntary markets efficiantly.

Modest demand growth in renewable prod
ucts due to less favorable regulatory frame
work gives scope for differentiation and serv-
ing selected voluntary markets efficiently.

Slightly negative
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Proportionality Mechanisms

In applying specific requirements, a company is required to use all reasonable and supportable
information that is available at the reporting date without undue cost or effort

Reasonable and supportable information is information that:

= |s specific to the company

= takes account of the external environment

= includes information about past events, current conditions and forecasts

= in some cases, is specified by IFRS Sustainability Disclosure Standards
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IMPLEMENT

Evaluating the risks and opportunities and
testing resilience

119



Use climate-related scenario analysis to assess your climate resilience

—|) Climate resilience assessment Inputs and key assumptions
D:l = |mplications of climate change for = Use relevant scenarios, and
the company’s strategy and provide information about
g business model; and \ scenarios selected; and
= Company’s financial & = Provide information on
operational capacity to assumptions used.

adjust/adapt over short, medium
and long term.
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Scenario Analysis
Alignment Example source: CEMEX, 2022 Integrated Report, p. 258

STRATEGY EFFECTIVENESS: RISKS AND OPPORTUNITIES

RISKS PROBABILITY IMPACT PROBABILITY IMPACT PROBABILITY IMPACT

LOW MED HIGH LOW MED HIGH LOW MED HIGH LOW MED HIGH LOW MED HIGH LOW MED HIGH

Reduced market demand for higher-carbon products/
commodities

Physical: Increased business interruption and damage across
operations and supply chains with consequences for input
costs, revenues, asset values, and insurance claims

Increased input/operating costs for high carbon activities
under regulated markets (even threats to securing license to
operate)

Risk of stranded assets: plants that cannot be easily
upgraded and close to end of their lifetime

OPPORTUNITIES

Increased demand for energy-efficient, lower-carbon
products and services

New technologies available at competitive cost that
disrupt markets

Access to competitive energy sources (AF cost)

Opportunity to enhance reputation and brand value


https://www.cemex.com/documents/d/cemex/integratedreport2022

Future events and uncertain

outcomes

When judging whether information about possible future events with uncertain outcomes is material, a
company is required to consider:

= All pertinent facts and circumstances that could affect possible outcomes;

= Potential effects on the amount, timing and uncertainty of the company’s future cash flows over the
short, medium and long term;

= Low-probability and high-impact outcomes;
= The effect of potential risks individually and in aggregate; and
= Materiality judgements — reassess at each reporting date.

= Scenario analysis is a useful tool for considering the range of future uncertainties and evaluating

materiality and resilience accordingly. Resources that could help include the WBCSD Scenario
Catalogue
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IMPLEMENT

INTEGRATE Development of new processes and
integration of new considerations
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Considerations when creating or

adjusting processes

A company’s management should assess existing systems and processes or determine whether
new systems and processes are needed. Management may consider:

= Gap analysis —check for gaps in existing systems and processes;

= Suitability — evaluate existing processes for identifying sustainability-related risks and opportunities;
= Prioritisation criteria — for example, likelihood, impact, vulnerability, speed of onset;

= Controls — evaluate existing internal risk controls;

= Contributors — for example, departments with relevant processes and expertise to contribute;

= Interconnections between different internal and external factors; and

= Uncertainties from sustainability-related risks and opportunities.

Source: WBCSD ESG Disclosure Handbook 124
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Using a disclosure plan

By developing a disclosure plan as a stand-alone strategy or as
part of a wider disclosure strategy, you can:

= Take control of your narrative

=  Support internal collaboration, knowledge sharing and cross-functional team
discussions with staff

= Create a reference point and audit trail, including where and how judgements have
been made
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Example

Developing a disclosure
plan

1.1 INTRODUCTION

Our Basis of Reporting (BoR) sets out the basis under which we
report on the environmental and social impacts of our business
activities, covering the period 1 January 2022 to 31 December
2022. It provides information on the approach and scope used
for data collection and verification of ESG performance data

as published in our Annual Report 2022, ESG Report 2022

and ESG Databook 2022, including mandatory Greenhouse
Gas (GHG) emissions and our annual voluntary non-financial
reporting.

Our primary environmental disclosures are reported on a
location based methodology, albeit in certain disclosures
we also provide market based figures for transparency.

Example source: Hammerson ESG Databook 2022 page 7 —
https://www.hammerson.com/sites/hammerson-corp/files/hammerson-corp/sustainability/reporting-benchmarking/esg-db-22.pdf

PRESENTATION OF INFORMATION

MANDATORY GHG DISCLOSURES

We have reported mandatory GHG emissions since 2008. These are
calculated on an absolute 100% asset basis for all properties under the
Group's management plus our corporate offices.

2022 emissions are available on page 27 of our Annual Report 2022
and Section 2 of this ESG Databook 2022.

PROPORTIONALLY CONSOLIDATED DISCLOSURES

The Group's property portfolio comprises properties that are either
wholly owned or co-owned with third parties. The Group evaluates
the performance of its portfolio for internal management purposes

by aggregating its share of results for properties under the Group's
management based on the proportionally ownership of each property.

This Is the basis of environmental reporting adopted for our Net Zero
pathway and 2021 Sustainability Linked Bond.

PREMIUM OUTLETS

Our reporting excludes the Group's premium outlet property interests
held through the investment In Value Retall (and also prior to 2020,
VIA Outlets). These interests are excluded as these are independently
managed and financed by their third party owners. This approach Is
consistent with our approach for disclosing the Group's financial and
operational performance.

VOLUNTARY NON-FINANCIAL DISCLOSURES

Our ESG Report 2022 and ESG Databook 2022 meets the core requirements
of Global Reporting Initiative (GRI) standards and the EPRA Sustainability
Best Practice. Any relevant tables throughout the Databook are labelled with
the appropriate reference and the GRI symbol.

Our GRI index provides the full index of where relevant information
can be found.
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Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

9. Is a disclosure plan is
required by the IFRS
Sustainability Disclosure
Standards?

a. Yes, you must disclose your plan.
b. No, but it's a very helpful tool!




Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

10. A disclosure plan can

help a company to:
(Select all that apply)

a. Take control of its narrative within
general purpose financial reports.

b. Support collaboration, knowledge-
sharing and cross-functional team
discussions.

. Act as a reference point and audit
trail for disclosure preparation.

. Skip full disclosure as prescribed by
the ISSB.




Module 3 Summary

Connections are key (within and outside a company)

Risks and opportunities come from interactions between the company and its
stakeholders, society and nature. These interactions will connect to multiple
sections of disclosures and should be connected appropriately.

Use consistent assumptions

When evaluating risks and opportunities through tools like scenario analysis, make
sure that the assumptions you use are consistent to the extent possible throughout
the organization.

Don’t start from scratch

You may already be collecting the data you need, but for another purpose. If you are
not, you may be able to use existing processes and adapt them to the new needs.




MODULE 4

\ Communicating with
-4 Investors — what, where

and how



COMMUNICATION




Holistic reporting package

INVESTOR FOCUSED MULTI- STAKEHOLDER
FOCUSED

e (GBzE:.... | IERIFRS
accounting 1 STANDARDS BOARDe J

Accounting

Sustainability-related S
\fi(ncial reporting P I FR STANDARDS
Sustainability
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Potential areas of focus for primary \

UsSers

Generally, investors may want to understand:

Effects of environmental degradation and social challenges on inputs of resources to the business,
key relationships, and risks and opportunities

Whether and how the company is managing sustainability-related risks and opportunities
What types of assets the company holds and whether they are at risk of becoming stranded

How the governance body takes account of sustainability-related risks and opportunities when
designing strategy and making decisions

How resilient the company is to possible future risks in different scenarios.
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What is material information?

ISSB indicates that information is material if omitting,
misstating or obscuring it could reasonably be expected to
influence investor decisions.

= Consider the characteristics of the investors and the company’s own circumstances.

= Different investors can have different and sometimes conflicting information needs. Sustainability-
related financial disclosures are intended to meet the common information needs of investors.
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Test of materiality

Making materiality judgements

= |s the information material in the context of the company’s sustainability-related financial
disclosures taken as a whole?

= Have you considered both quantitative and qualitative factors?
= Have you considered the potential effect of future events on the company’s future cash flows?

= Have you considered the range of possible outcomes and the likelihood of the possible outcomes?

Adapted from IFRS Sustainability Disclosure Standards. 139



When disclosing material sustainability-related financial information:

= Make it clearly identifiable [and do not obscure it]
= Use clear language
= Avoid scattering material information about a particular issue across disclosures

= Provide additional (non-material) information only if necessary — but distinguish additional
information from material information

Note: No need to disclose information if it is not material (IFRS S1.B25)
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Example

Materiality analysis

Materiality map

3.3 Materiality analysis

We identify the Environmental, Social and Governance topics which we believe have the
greatest impact on our business and the greatest level of concern to stakeholders along our
value chain, for instance patient safety and quality. We do this through a multi-stakeholder
process. Assessing these topics enables us to prioritize and focus upon the most material
topics and effectively address these in our policies, programs and targets. We do this with
reference to the GRI standard and identify and assess impacts on an ongoing basis, for
example through discussions with our customers, suppliers, investors, employees, peer
companies, social partners, regulators, NGOs, and academics. We also conduct a benchmark
exercise, carry out trend analysis and run media searches to provide input for our materiality
analysis. GRI has not yet published a sector standard for the healthcare industry. Philips’
impact on society at large is covered through our Lives Improved metric and the
Environmental Profit & Loss account, as well as a number of other KPIs addressed in
Environmental, Social and Governance, starting on page 45.

External importance

\ high Employee well-being, health &.safety Innovation & research

L ]
Public health risks
Big data, Al & privacy 4p

Fair & inclusive workplace @ Talent & development @

Responsible & resilient supply chains @

Climate change |l Product responsilﬁty & safety

Business ethi neral Business Princi
M siness ethics & General Business Principles 4p

- Sustainable value creation
Energy efficiency |l

Geopolitical events 4p Governance 4p

Circular economy |l

Employee rights @ Access to (quality & affordable) care

W Water stewardship

Investor relations & public affairs 4p

| 0 Competition & market access
Natural capital @ Employment practices

. . Waste managemem

@ Social inclusion & engagement

B Pollution
@ Community support
high

»
»

’ Responsible tax practices

M Environmental topics @ Social topics 4 Governance topics

Example source: Phillips” Annual Report 2022, pg. 14

Internal importance

Similar to 2021, we used an evidence-based approach to materiality analysis, powered by a
third-party Al-based application. The application allows automated sifting and analysis of
millions of data points from publicly available sources, including corporate reports,
mandatory regulations and voluntary initiatives, as well as news. In our 2022 materiality
analysis, we identified a list of topics that are material to our businesses. With this data-
driven approach to materiality analysis we have incorporated a wider range of data and
stakeholders than was ever possible before and managed to get an evidence-based
perspective on regulatory, strategic and reputational risks and opportunities. Topics were
prioritized through a survey sent to a large and diverse set of internal and external
stakeholders, combined with input from the application.

Public health risks emerged as a new material topic in 2020, as a result of the COVID-19
pandemic, and it was assessed as a material topic in 2022 as well.

Changes in 2022

On the external importance axis, the most significant increases compared to 2021 were
Sustainable value creation, Geopolitical events, Responsible and Resilient Supply Chains,
Talent & development, and Energy efficiency. On the internal importance axis, there were
significant increases on Pollution, Governance, Access to (quality and affordable) care,
Competition & market access, and Talent & development.

Double materiality
After completing the regular materiality analysis, we completed a preliminary 'double
materiality' analysis, in preparation for the upcoming requirements of the EU Corporate
Sustainability Reporting Directive (CSRD). The double materiality analysis addresses both
financial materiality (the impact of society on Philips) as well as impact materiality (the
impact of Philips on society): we only included the high and medium material topics listed
above. The data sources used for the financial materiality include corporate reports,
mandatory regulations with sanctions, voluntary initiatives by e.g. central banks, and
Sustainability Accounting Standards Board (SASB) accounting metrics. For impact
materiality, we included sustainability data from corporate reports or sustainability reports,
coverage in the news and voluntary initiatives and regulation. The results of the double
materiality analysis are depicted below.

Materiality definition
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Materiality analysis, continued

Financial materiality

Environmental topics
Climate change
Energy efficiency
Circular economy
Social topics
Employee well-being, health & safety
Public health risks

Talent & development

Responsible & resilient supply chains

Fair & inclusive workplace

Human rights

Employee rights

Access to (quality & affordable) care
Governance topics

Innovation & research

Big data, Al & privacy
Business ethics & General Business Principles

Product responsibility & safety
Sustainable value creation
Governance

I 3
3

a

3

&

g

)

g

Competition & market access

medium

5
[}
£
A

» high

Example source: Phillips” Annual Report 2022, pg. 14
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Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

11. Information should be

disclosed in the annual
report when applying ISSB

Standards if...

(Select all that apply)

a. Omitting that information could
reasonably be expected to influence
Investors’ decisions

. It could reasonably be expected to
affect the company’s cash flows

. It exemplifies the values of the
leadership team




Where to report for ISSB

= Sustainability-related financial information is to be reported in the company’s general purpose
financial reports.

= Different requirements may apply in different jurisdictions.
= No requirements on exact placement of information.

= Examples of corporate approaches in practice:

» [ntegrate
= Separate
= Navigate
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Example

Integrating information

Page references

Ayala's value creation framework is anchored
on its vision, mission, purpose, core values, promise
and commitment to sustainability @ page 001

Capitals

Ayala leverages varlous relationships and
resources to achieve its medium- to long
ambitions and deliver value to its stakeh

Financial
» Strong finagd8l position
» Diversifig@fusiness portfolio
> Affordglfe and reliable
accgdl¥ to capital

Intellectual
Long and rich corporate history
Deep expertise of the
Philippine economy
Corporate culture of innovation
and lifelonglearning

Human

» Best-in-classlocal and global talent

» Diverse workforce with
multi-dsciplinary backgrounds

Social and Relationship
» Relationships with partrers,
Investors, communitles,
academe and other institutions
» Strong, recognézable and
trusted brand

Creating Value

Reopening of the Philippine economy
Resilient consumer class
Accelerated digital transformation
and the continuous evolution of

new business models

Focus on decarbonization and shift
to more sustainable business models
Greater multi-sectoral collaboration

the context which defines

Visior"7. 4

AL‘P_{ Focused Execution
@ Brand & Transformation

’ )| Leadership in Sustainability

that guides how Ayala conducts

Business development
Capital allocation

Portfolio management
Balance sheet management
Strategic human resources
management

Governance processes
Stakeholder management

while mitigating risks and
identifying opportunities

Information throughout
Integrated Report

Capital Markets & Financing
Information & Cyber Security
Political & Regulatory
Climate Change

Epidemic & Pandemic
Portfolio Management

to generate long-term value for.

Investors and Shareholders
Government Agencies and Regulators
Bank Counterparties and Creditors
Employees Insurers Suppliers
Business Partners and Affiliates

Media Communities Customers

Industry Associations Nature

with ESG Priorities in mind

Contribute to climate change action

and biodiversity protection

Improve resource efficiency

and waste management

Maintain a positive workplace experience
and engaged workforce

Prioritize customer experience

and protection

Implement equitable business

practices

Example Source: Ayala, Integrated Report, pg’s 48-49

Value Generated

Financial

Ayala's dversified portfolio supported finandal

perfermeance and deliverad value to shareholders.

- Core NIAT of P27.7 bilicn, up 18% YoY
Generated P10.2 bilion in proceeds in 2022,
ending the year at 60% of P50 bilion 2023 target
Returncn
Blendedinterest rate of 4.5
Loan tovaueratioof 11.1

Intellectual
Ayala maintained leadership and strengthened
apertise n the core value drivers.

Ayals Land » -scale mixed-used and
sustanable estates
BP1as among the top three banks in the count
with leadership in digital and sustainable finary
Globe's strategic and purpose-led pivot frem
& traditional telecom compeany to a full-fledaed
tech enterprise
ACEN &< cne of the fastest growing renewable
energy companies in the region

Human
- Acompetent, diverse and engaged workforce of more
than 64 000 drect employees across the businesses
- Deepbench for leadership positicns across the group
= Inc workplace with nded benefits
by award-

Corporate Strategy and Strategic Human Resources

Social and Relationship

- Ayalaremains a strong and trusted brand

- Eight Ayala companies recognized in ASEAN
Corporate Governanc wecard awards

- Sustained cagoing relations with existing

wed streng linkages with gickal netitutions,
government sgencies, academe and other
organizations to address busness and ESG

Action on Climate & page 082

Ayala Sustainability Blueprint & page 150

1]3]4]6 Bl s o fatda)as

NOLLY3¥D 3INIVA



https://ayala.com/investor-relations/annual-reports/

The ISSB Taxonomy provides the common elements (or ‘tags’) needed to make sustainability-

related financial disclosures computer-readable

AR

N Scope 1 GHG emissions
e IFRS Sustainability %
Disclosure Taxonomy ‘tag’ S 50
Co. A: Gross scope 1 emissions XXX Name ifrs-sds:AbsoluteGrossScope1 2 3
Co.B: S 1 GHG emissi A GHGEmissions A S
0. B: Scope emissions XXX ) o
Go. C: Scope 1 (direct GHG emissions) I:I/’""> Value  xxx,000 I:l// S 20
. C: Scope 1 (direc emissions)  Xxx =
d R - Units  MtCO2e = 10
- 11 f=) =l
Co.D: ATZ 1 2AVIAHIZE  xxx Period  202X-01-01 to 202X-12-31 0
Co. E: 5@ —R=RASHEN XXX Decimals -3 A B C D E

Company

The ISSB Taxonomy reflects the requirements and accompanying materials of the ISSB Standards.

It does not introduce any new requirement.
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Use of well-known terminology and concepts

Proportionate e.g. use reasonable and supportable information available without undue cost
or effort, qualitative scenario analysis permitted, plus consideration of skills, capabilities and
resources

Reliefs in first year e.g. climate first (followed by other sustainability disclosures), later
reporting with half-year results, scope 3 not required, GHG Protocol not required if alternative
in place, no comparative info required

Guidance and other resources
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COMMUNICATION

How to communicate efficiently and
effectively




Effective Communication

This section sets out how a company might
disclose its material sustainability-related
financial information so that information is:

Clear

Distinguishable from other information
Connected

Comparable over time

Succinct
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To ensure quality of information, report prepares should remember:

Provide comparative information

Correct errors from previous years

Minimize duplication

Cross referencing to other reports meets conditions

Information disclosed is:

= Material
= Connected

= Aggregated or disaggregated, as appropriate
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Cross-referencing

To keep general purpose financial reports succinct, companies can cross-refer to other reports they
publish, provided that:

= Cross-referenced information is available on the same terms and at the same time

= The cross referencing enhances rather than obscures the ability of readers to understand the
report

= The information included by cross-reference meets all the requirements of IFRS Sustainability
Disclosure Standards

= The cross-referenced information is authorised in the same way as information in the general-
purpose financial report

= |tis clear where the cross-referenced information is located and how it can be accessed
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Impact of Climate Change and Carbon Emissions Reduction
Targets
Climate change risks including the impact of achieving the Group's carbon
emissions reduction targets and the risks identified in the TCFD disclosures on
pages 56 to 59 have been considered and assessed in the preparation of the
Consolidated Financial Statements for the year ended 31 December 2022. There
has been no material impact identified on the estimates and underlying
assumptions made in the preparation of the Group's Consolidated Financial
Con nectivity with Statements as a result of climate change risks. In line with the application of our

. accounting policies, estimates and underlying assumptions are reviewed on an
TCFD disclosures ongoing basis as we continue to develop and implement our strategy to meet our
carbon emissions reduction targets. The table below provides details of where
further information has been provided in these Consolidated Financial Cross reference

Note expands on Statements. to where targets
capital expenditures, Climate Change and Carbon Emissions Reduction Targets Pages have been

cash flows, businesses References considered in the
impacted and more mpairment testing of goodwill and property, plant and equipment 182, 211 financial

seful lives of assets 186. 209 statement

Example

Cross-referencing

Note explains
considerations and
assessment for Inventories 187

decarbonization Retirement Benefit Obligations 234
strategy

Provisions for liabilities 183

The Directors are aware of the ever-changing risks attached to climate change
and regularly assess these risks against judgements and estimates made in the
preparation of the Group's Consolidated Financial Statements.

Note states climate

change and policy risk
considerations In early 2.023. the Science Based Targets mutlatl»"e (SBTI) vahdgted the alignment
of our existing Scope 1 and Scope 2 carbon emissions reduction target to a
1.5°C warming scenario. The target previously aligned to a well below 2.0°C
scenario. The Group's assessment is that the impact of the adoption of this
updated target will not have a material impact on the estimates, judgements and
assumptions set out in the relevant disclosures referenced above. The overall
absolute Scope 1 and Scope 2 carbon emissions reduction target by 2030 is
consistent with the previous target.
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https://www.crh.com/investors/annual-reports

Commercially sensitive information

Companies are not required to disclose commercially sensitive information
about a sustainability-related opportunity provided that:

= the information is not already publicly available

= disclosure of the information could reasonably be expected seriously to prejudice potential
economic benefits the company would otherwise be able to realise;

= jtis impossible to disclose the information without prejudicing seriously the economic
benefits that would otherwise be realized,;

= the company discloses the fact that it used the exemption for commercially sensitive
information; and

= the company reassesses at each reporting date.
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Consistent disclosures

Sustainability-related financial disclosures should be:

= Prepared for the same reporting company and reporting period as
the financial statements

= Provided at the same time as the financial statements, as part of the
general-purpose financial reports

* |nclude data and assumptions that are consistent with those in the
financial statements, to the extent possible.
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Aggregation / disaggregation

= Aggregate information to minimise scattering and increase understandability

*= Do not let aggregation reduce understandability or obscure material
information

» Disaggregate information to, for example:

= Show the breakdown of sustainability-related risks by location; or

= Distinguish resources drawn from environmentally stressed vs abundant areas
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Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

12. Information disclosed

in accordance with the
ISSB Standards should
be:

(Select all that apply)

. Decision-useful
. Material

. Misleading

. Comparable




13. Information is decision

useful if it is...
(Select all that apply)

. relevant and faithfully represent what

it proports to represent
Select the . comparable
appropriate answer ~ verifiable

. timely

The zoom poll should appear on your . understandable
screen momentarily. If it does not

appear, feel free to answer in the chat

box or message the hosts directly.




COMMUNICATION

Maximizing confidence in disclosed
CONFIDENCE . :
information




Comparative information

Disclose comparative information for
the preceding reporting period for all
amounts disclosed,;

For estimates: revise comparatives
according to new information and
explain differences.

The

comparative
amount

Specific requirements apply to
redefined, replacement and new
metrics.

If it enhances understanding, provide
narrative information for the preceding
reporting year

PRECEDING
REPORTING
YEAR

Redefined
or replaced
metric

CURRENT
REPORTING
YEAR

Estimated
or actual

metric
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Statement of compliance

= Companies are required to make an explicit
and unreserved statement of compliance
when they have met all the requirements of
IFRS Sustainability Disclosure Standards.

= Commercially sensitive information about a
sustainability-related opportunity can be
omitted if conditions are met.

= [nformation prohibited from disclosure by
applicable local laws and regulations can be
omitted.
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Things to remember

Ensure information is:

= Relevant

= Material

= Represented
= Faithfully

= Comparable
= Verifiable

= Timely

= Understandable

Ensure that investors can

understand connections

between:

= Sustainability-related risks and
opportunities

= Disclosures on core content

= Sustainability-related financial
disclosures and financial

statements

Ensure that disclosures:

= Are for the same period and same
reporting company as the related
financial statements?

= Cover all material information that
investors need, including on core
content

= |nclude comparatives

= |Include a statement of compliance

162



Module 4 Summary

Be clear about your audience

The format of the disclosure matters — make sure that when communicating to
investors you're providing the information investors need in the format they will
use.

Less IS more

This is not a competition for the most words on paper. Only provide information
that is deemed to be material and be as clear and concise as possible.

Be confident in your data

If you're not confident in the data you report, how will investors be confident in it?
By keeping clear audit trails, ensuring practices are well documented, and
having appropriate oversight, you can be confident in your data!
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Your Homework:

Develop a draft disclosure plan for your
company, using what you've learned In
this training program
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The IFRS knowledge hub is a free
online resource for preparers designed
Knowledge hub to support them in understanding and
Preparers' guide to the IFRS Sustainability Disclosure Standards getting ready for IFRS S1 and 82. It

’ incorporates an easy to navigate and

searchable repository of resources, e.g.
e-learning, case studies, good practice
guidance, webinars, research,
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IFRS $1 Introduction i l= IFRS S2 Introduction content will evolve over time.
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Watch video
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Stock Exchanges

INITIATIVE

International
Finance Corporation
WORLD BANKGROUP

Creating Markets, Creating Opportunities

IFRS Sustainability
CAPACITY
BUILDING

@ SAICA

DIFFERENCE MAKERS

Thank you!

CONTACT DETAILS

SSE: training@sseinitiative.org

IFRS Foundation: capacitybuilding@ifrs.org

IFC: rgermanova@ifc.org
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