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Welcome 2




Why do we need to talk about the financial

statements?

What?

Investors publicly stating
that their decisions are being
impacted by climate-related
risks

Climate-related risks and
other emerging risks are
currently predominantly
discussed outside the
financial statements

Entities can no longer treat
climate-related risks as
merely a matter of corporate
social responsibility and
should consider them also in
the context of their financial
statements.

So what:

The AASB and AUASB has
issued a bulletin on Climate-
related and other emerging
risks disclosures: assessing
financial statement materiality
using AASB Practice
Statement 2 which guides
directors, preparers and auditors
when preparing and auditing
financial statements.

Now what?

The AASB and
AUASB expect
that directors,
preparers and
auditors will be
considering
AASB Practice
Statement 2
(APS 2) Making
Materiality
Judgements,
when preparing
and auditing
financial
statements for
their next half
and full year
ends.
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What have we heard? 4

1 Existing and potential investors are increasingly demanding more
specific information about an entity’s exposure to, and management of,
climate-related risks

1 Investors have specifically identified climate-related risks as being used
In their decision making, but not being adequately addressed in annual
reports

Vanguard, BlackRock, HSBC call for climate

risk disclosure
il ¥cop #ceres @ == IGCC PRI

* BlackRock, the world's largest asset manager, called for investors to factor climate
change risk into investment decisions in a much publicized move in 2016 |

* Vanguard Group announced in Aug. that that it is urging companies to disclose how
climate change could affect their business and asset valuations. |

= In Nov.,, HSBC anncunced it will provide $100 billion in financing by 2025 for clean energy
and lower-carbon technologies and that it will adopt the recommendations of the Task

Force on Climate-related Financial Disclosures. Re

BLACKROCK" . .
Notice of annual general meeting

BlackRock Investment Stewardship’s approach to . I

I Whitehaven Coal Limited ACN 124 425 396

Super funds demand climate reporting as one of their CBA hit with climate change court action from

own faces court action shareholders (Australian Financial Review)



Polling question 1 5

» Have you included climate-related risk
disclosures/information in your annual
report?

1. Yes, In the OFR, MD&A and/or sustainability
report

2. Yes, In the financial statements
3. No



Polling question 1 - results 6

» Have you Included climate-related risk
disclosures/information in your annual
report? (out of 33 votes received)

1. Yes, In the OFR, MD&A and/or sustainability
report — /9%

2. Yes, In the financial statements — 9%
3. No—-18%



- ___ ________________________________________ _________________
What is AASB Practice Statement 2 Making

Materiality Judgements (APS 2)?

- Per AASB 101 Presentation of Financial Statements, information is
material if omitting it or misstating it could influence decisions that
users make on the basis of financial information about a specific
reporting entity

- Materiality assessment should made on the basis of size (quantitative)
and nature (qualitative) factors, or a combination of both

* APS 2 provides non-mandatory guidance on making materiality
judgements when preparing general purpose financial statements

- APS 2 only applies to the financial statements and not to the other
information contained in the annual report



How does it apply to disclosing climate-related and o
other emerging risks in financial statements?

Could investors reasonably expect that climate-related risks or other emerging risks have a significant impact on
the entity and would that risk qualitatively influence investors' decisions, regardless of the quantitative impact on
the financial statements?

YES NO
Have these risks affected any of the amounts recognised Ari cIIi_rknaIte-reAated risks or olther emergirr:g
or disclosed in the financial statements? fisks lixely to Nave a matenalimpact in.tae
entity’s specific circumstances?
V=S NO YES NO
Determine Discl h
relevant e DAL Consider the risks
disclosures T when determining .
— amounts recognised No disclosures
and make relevant e EsEn)

disclosures




Discussion: Question 1 9

» Are you In an industry that is expected to be

significantly affected by climate-related
risks?

» If so, have your stakeholders made it clear

climate change is important to their decision
making?



Mandatory vs non-mandatory 10

making disclosures
in the financial
statements is

O Considering
Mandatory materiality when

New '
Definition || AASB 101 mandatory !
of Material
— — — 1 APS 2 cannot be

ignored because it
IS “non-mandatory”

AASB
Practice
Statement 2

Non-Mandatory




Financial reporting considerations: examples 1

* Recoverable amount calculations and asset impairments: B
. . . . T AN
o Climate-related risks could be impairment indicator 136

o Disclose whether and how have they been factored into the
recoverable amount calculations, what assumptions
have been made

- Consider impact on estimated useful lives of assets, the
amount of depreciation or amortisation

| |
* For assets measured at fair value, disclose how
climate-related risk has been factored in to the fair value

calculations

- Consider impact on expected credit losses of loans and
Investments

. . . . SB
- Climate-related risk and uncertainties may result in onerous
contracts and affect best estimate of a provision
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Polling question 1 12

- Have you considered if climate-related risks
could affect the amount reported in the
financial statements?

1. Yes, when calculating impairment of assets

2. Yes, when estimating provisions
3. Yes, In other areas
4. No
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Polling question 1- results 13

- Have you considered if climate-related risks
could affect the amount reported in the
financial statements? (out of 32 votes
received)

1. Yes, when calculating impairment of assets
- 9%

2. Yes, when estimating provisions — 19%

3. Yes, In other areas — 25%
4. No —53%
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Polling question 1 14

» If you answer to Q2 Is Yes, have you
disclosed this information in the notes to the
financial statements?

1. Yes
2. No
3. Not applicable (no impact)



R R R R RRRRRRRRRRRRRRRRRRRRRRWNSSSWEDRR
Polling question 1- results 15

» If you answer to Q2 Is Yes, have you
disclosed this information in the notes to the
financial statements? (out of 26 votes
received)

1. Yes —12%
2. No—42%
3. Not applicable (no impact) — 46%
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Assurance recommendations - what would

) 16
auditors ask?

) Auditors may ask the preparers of the financial statements:

* Have you considered climate-related risk when preparing your financial
statements?

* If so and it is material has this been adequately reflected in the financial
statements?

« What disclosures in the annual financial report are there as to why there
has been no impact?

* If not recognised or disclosed in the financial statements what disclosures
In the broader annual report as to why there is no impact have been
made?

 Are there any implications to the entity of climate-related risk in relation to
regulatory, market, committed and proposed cap ex and the entities
overall objectives and strategies e.g. acquisitions, divestments?

- Have you considered potential climate-related risk in determining
accounting estimates including assumptions used to arrive at a fair value
estimate and potential impairment of assets and provisions?



Discussion: Question 2 17

After this discussion, will you be reconsidering your
disclosures in the financial statements?

If so, what are the possible areas (based on slide 10) you
would consider in the context of your company?



Engage with the AASB 18

Australian Accounting @AASBAustralia
Standards Board @krispeachAASB

Discussion group

Keep in touch with the AASB

website: www.aasbh.gov.au

e-mail: standard@aasb.gov.au


http://www.aasb.gov.au/
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