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Today’s presenter

Aletta Boshoff

National Leader, Sustainability Reporting
National Leader, IFRS & Corporate Reporting
Partner, Advisory

+61 3 9603 1808
aletta.boshoff@bdo.com.au

View profile



mailto:aletta.boshoff@bdo.com.au
https://www.bdo.com.au/en-au/our-people/aletta-boshoff

Acknowledgement of
Country

We begin by acknowledging
the Traditional Owners of the
land on which we meet today
and pay our respects to Elders

past and present

We extend that respect to
Aboriginal and Torres Strait
Islander peoples here today




Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

Agenda for today

Setting the scene

Unpacking pillar 1: Governance

Unpacking pillar 2: Strategy

Unpacking pillar 3: Risk management

Unpacking pillar 4: Metrics and targets

Pulling it all together in a mandatory sustainability report
How BDO can help
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Setting the scene
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What is sustainability?

SUSTAINABILITY

ENVIRONMENTAL

» Climate change (e.g. carbon emissions)
» Land use/ecological sensitivity

» Air/water pollution

» Biodiversity/deforestation

SOCIAL

» Diversity, equity & inclusion

» Employee engagement
l » Human rights & modern slavery

» Customer satisfaction

GOVERNANCE

Governing purpose
Board composition
Ethical behaviour

v v v v

Data protection & privacy

» Waste recycling & re-use
» Energy efficiency

» Water management

» Fresh water availability

» First Nations engagement

» Health and safety

» Community engagement

» Wealth creation & employment

» Stakeholder engagement

» Bribery & corruption

» Risk and opportunity oversight

» Remuneration & executive compensation
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Why is sustainability important NOW?

Strategic

Compliance
imperative

(Voluntary Sustainability Reporting)

imperative

(Mandatory Sustainability Reporting)




Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708




Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

What is the strategic imperative?

Capital

Access
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2025 CFO Outlook Survey

https://insights.bdo.com/rs/116-EDP-270/images/IND-2025-Agnostic-CFO-Outlook-Survey. pdf

CFO
Outlook Survey

THE NEW GROWTH AGENDA

Benefits from Sustainability Initiatives Over the Last Five Years

Increased Innovation and New Business Opportunities

Increase in Revenue

Access to Favorable Financing or Investment Opportunities

Improved Risk Management (e.g., Supply Chain Resilience)

Broader Risk Considerations Inform Decision-Making

Cost Savings (e.g., Increase Operational Efficiency, Reduced Energy Usage, Waste Reduction)
Enhanced Customer Loyalty

Attraction and Retention of Talent

Access to New Markets

Reduced Environmental Impact/Carbon Footprint

37%
36%
34%
32%
31%
30%
30%
28%
27%
23%
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1. Assess

Establish current
state for ‘ESG”
activities

2. Prioritise

Materiality
assessment
methodology and
consultation

A checklist for developing your sustainability
roadmap

If your organisation hasn’t started its sustainability journey, you’re certainly not alone - but
there’s no better time to start. Keep in mind that sustainability is a joumey, a process of
continuous improvement which you can’t tick off in one step.

Demands for transparency on sustainability and climate-related risks and opportunities
have been increasing for businesses around the world.

Stakeholders are calling out for information that is accessible, informative, comparable,
and - of course - not misleading.

This six-step sustainability roadmap will help to guide you to establish which sustainability
activities are a priority to your organisation, based on the importance and value to your
stakeholders.

1T
(S,
2801
uno
Leverage current Calculate ESG Prepare and finalise ESG monitoring
initiatives to maturity and Sustainability Report and performance
develop ESG conduct gap analysis improvement

strategy

Here to help

If you need a hand to step you through this roadmap to activate sustainability within your
organisation, BDO’s national team of sustainability experts can help.

Get in contact
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Linking stakeholder
issues to business
importance

Materiality Assessment 2022

Importance to Stakeholders

et recycling
Ocoupational health
and safety . Risk
management

Indigencats
rlg:g';"u. . Polbution prevention

Leecal cosmimanity
engagement and support

Water
Responsible tax . — ling

Emgirtive

resmUne raton
Sustainable supply
chaim Biodiversity

Importance to Company

® Environment & Social » Governance

Our objective in conducting the
materiality assessment was to
identify what matters to our business
performance in the medium and long
term, and what matters most to

our stakeholders and BDO.

From this, we developed a matrix demonstrating
the relative importance of sustainability matters
to our stakeholders and BDO.

Throughout this process, we also learnad:

>70%

of clients surveyed and =96 of our people
surveyed feel sustainability should be a priority
within BDO's overall strategy

>73%

of clients surveyed and »90™ of our people
surveyed feel that integrating sustainability
commitments and ESG reporting into BDO's
overall strategy is essential to our future success.
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Compliance imperative
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International Sustainability Standards Board (ISSB)

Publication on Monday, 26 June 2023

EESIFRS

Sustainability

June 2023

IFRS S1

IFRS® Sustainability Disclosure Standard

General Requirements for Disclosure of
Sustainability-related Financial Information

International Sustainability Standards Board

EE3IFRS

Sustainability

IFRS S2

IFRS" Sustainabisty Disclosure Standard

Climate-related Disclosures

International Sustainability Standards Board
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Key features of the Australian regulatory
approach

1. Mandated climate-related financial disclosures in
a separate sustainability report as part of the
entity’s annual report

2. Entities will also be required to obtain an
assurance report over the sustainability report
from their or other financial report auditors

3. The Corporations Act 2001 mandates the use of
two specific scenarios (1.5°C and 2.5°C) for
scenario analysis
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NEW composition of the annual report

Annual financial
report

Directors’ report

Annual
sustainability
report

Auditor’s report
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Legislation

17 September 2024

Legislation received
Royal Assent

Treasury Laws Amendment (Financial
Market Infrastructure and Other
Measures) Act 2024

No. 87, 2024

An Act to amend the law relating to corporations,
and for related purposes

Reporting

Standard

20 September 2024

AASB approved AASB
S1 (voluntary) and
AASB S2 (mandatory)

Assurance
Standards

28 January 2025

ASSA 5000 General
Requirements for
Sustainability Assurance
Engagements

&

ASSA 5010 Timeline for
Audits and Reviews of
Information in
Sustainability Reports
under the Corporations
Act 2001
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Final legislation - Who will be required to begin climate-related reporting?

Criteria 1 - Size thresholds

Criteria 2 Criteria 3
ConSOIidated ConSOlidated Number Of NGER reporters Asset owners
revenue gross assets employees
Group 1 | $500 million or $1 billion or more | 500 or more Above NGER N/A
more publication
threshold
Group 2 | $200 million or $500 million or 250 or more | All other NGER S5 billion assets
more more reporters under management
or more
Group 3 | $50 million or $25 million or 100 or more N/A N/A
more more




Decision tree - Who will be required to begin climate-related reporting?

Is the entity lodging a finandal report with ASIC as required by Part 2M of the Corporations Adt 20017
Ref: 2924(1)a)

Is the entity a subsidiary whose ultimate Australian
parent entity prepares and lodges a consolidated
sustainability report with ASIC?

Ref: 529242}

Is the entity a registered scheme,

registrable superannuation entity or retail [t Bl 1 G e s Wi a5 L

Mo mandatory requirement to prepare a sustainability

corporate collective investment vehicle (CCIV)? m—b assets under management? report. The entity could c-:;r:sider preparing a voluntary
sustainability report.

Ref: 517076(2) and (4) Ref: 52965(5)

Size threshold #1 Size threshold #2

Size threshold #3

Does the entity meet any two of the following three Dioes the entity meet any two of the Does the entity meet any two of the following three

criteria: following three criteria: criteria:

1. Consolidated revenue of $500 million or more 1. Consolidated revenue of $200 million 1. Consolidated revenue of $50 million or more

2. End of financdial year consolidated gross assets or meore 2. End of financial year consolidated gross assets
of $1 billion or more? 2. End of financial year consolidated of $25 million or more?

ross assets of $500 million or more? :
3. End of finandial year employees of 500 or more? 9 $5 3. End of financial year employees of 100 or more?

) 3. End of finandal year employees .
Ref: s17078(2) s e P — Ref- 5292A(3)

e ey

Is the entity an NGER reporterhate 1 e m
that meets the publication threshold
in 513(1)(a) of the NGER Act, i.e. 50,000 m_ Is the entity an NGER
tonnes of COz equivalent? reporter? Metw 1
Ref: 517078(4) Ref* s2968(4)

Group 1 entity for the purposes Group 2 entity for the purposes Group 3 entity for the purposes
of mandatory sustainability reporting of mandatory sustainability reporting of mandatory sustainability reporting
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Climate reporting timeline

https://www.bdo.com.au/en-au/insights/esg-sustainability/mandatory-climate-reporting-in-australia-
starts-on-1-january-2025

The table below shows the effect of applying these transitional periods to entities with different year-ends.

Climate reports required for the first year ending on dates shown below

Year-end Group 1 entities Group 2 entities Group 3 entities

31 December year-end 31 December 2025 31 December 2027 31 December 2028
31 March year-end 31 March 2026 31 March 2028 31March 2029
30 June year-end 30 June 2026 30 June 2027 30 June 2028

30 September year-end 30 September 2026 30 September 2027 30 September 2028
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What does this mean for Group 1 entities with entities with years
g from 1 July to 31 December?

21

commencin

Governance

Strategy - Risks and
Opportunities

Climate Resilience
Assessments/Scenario
Analysis

Transition Plans

Risk Management

Scope 1 and 2
Emissions

Scope 3 Emissions

Climate-related
Metrics and Targets

30 June 2026 year-end 30 June 2027 year-end 30 June 2028 year-end 30 June 2029 year-end
Reporting Limited Reporting Limited Reporting Limited Reporting | Reasonable
AASB S2 Assurance AASB S2 Assurance AASB S2 Assurance AASB S2 Assurance ’

Yes

Yes
(Only para
9(a), 10(a) &
10(b))

- -

I
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Directors’ duties re mandatory sustainability
reporting
https://www.bdo.com.au/en-au/insights/esg-sustainability/asic-
provides-guidance-on-the-modified-liability-settings-for-mandatory-
sustainability-reporting

» Subject to existing directors’ obligations and liability framework under the
Corporations Act

Directors’ duties, including care and diligence to consider material climate
risks

Misleading and deceptive conduct

General disclosure obligations, maintenance of documents and information
provided to others

Contraventions of the provisions can attract maximum civil penalty, for an
individual, of $1,565,000
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Directors’ duties re mandatory sustainability
reporting

https://www.bdo.com.au/en-au/insights/esg-sustainability/asic-
provides-guidance-on-the-modified-liability-settings-for-mandatory-
sustainability-reporting

» Directors’ declaration

For the first three years of the sustainability reporting regime (i.e. from 1
January 2025 to 1 January 2028), this obligation is modified such that
directors must provide an opinion only as to whether the entity has taken
reasonable steps to ensure the contents of the sustainability report are in
accordance with the Corporations Act

A sustainability report must include a directors’ declaration which is a
declaration by the directors of their opinion on whether the contents of
the sustainability report are in accordance with the Corporations Act,
including that the sustainability report complies with the sustainability
standards (once made)
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Directors’ duties re mandatory sustainability

reporting
https://www.bdo.com.au/en-au/insights/esg-sustainability/asic-

provides-guidance-on-the-modified-liability-settings-for-mandatory-

sustainability-reporting

» Under the modified liability settings, no legal action may be brought in
relation to certain types of statements (‘protected statements’) made within
a sustainability report or accompanying auditor’s report

» The modified liability settings do not apply to action taken by ASIC
» Protected statements
e Scope 3 greenhouse gas emissions (including financed emissions)
e Scenario analysis
e Transition plan

for reports prepared for financial years commencing between 1 January
2025 and 31 December 2027

» Also includes forward looking statements under continuous disclosure for
reports prepared for the financial year commencing between 1 January
2025 and 31 December 2025
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The directors’ expectation gap for Group 1 directors at 30 June 2026

30 June 2026 year-end

Reporting AASB Limited Directors’ personal Directors’ expectation ’
Assurance liability gap

Strategy - Risks and Opportunities Yes
(Only para 9(a), 10(a) &
10(b))

('D

Governance

w
II

Strategy: \[o]

» Risks and Opportunities (Para 10(c) to 21)

* Business model and value chain

+ Strategy and decision-making

+ Financial position, financial position and
cash flows

pd
(@]

Modified liability -
Protected statement

Modified liability -
Protected statement

Modified liability -
Protected statement

Climate Resilience Assessments/Scenario
Analysis

Transition Plans

I Risk Management

Scope 1 and 2 Emissions

Scope 3 Emissions

I

| Climate-related Metrics and Targets

25
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BDO’s AASB S2 Climate-related Disclosures Checklist

https://bdoaustralia.bdo.com.au/acton/media/18110/climate-related-disclosures-aasb-s2-checklist

Governance

Governance
processes, controls
and procedures used
to monitor, manage
and oversee climate-
related risks and
opportunities.

9 disclosure
requirements

Strategy

The entity's strategy
for managing
climate-related risks
and opportunities,
including
understanding current
and anticipated
financial effects
and the entity's
climate resilience.

56 disclosure
requirements

Risk management

Processes to identify,
assess, prioritise and
monitor climate-
related risks and
opportunities,
including integration
into and informing
the entity's overall
risk management
processes.

9 disclosure
requirements

e

Metrics and targets

The entity's
performance in
relation to climate-
related risks and
opportunities,
including progress
towards any climate-
related targets set, and
any targets required
to be met by law
or regulation.

45 disclosure
requirements

General
requirements
from AASB S1

How an entity
prepares and reports
its climate-related
financial disclosures.
General requirements
for the presentation
of those disclosures,
guidelines for
their structure and
requirements for
their content.

31disclosure
requirements
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IDEAS | PEOPLE | TRUST

AASB S2 Climate-
related Disclosures
Checklist

Get ready for climate reporting
with confidence

Australia’s new sustainability standards are here. Use
our checklist to assess readiness across: Governance,
Strategy, Risk Management, and Metrics and Targets.

v ldentify gaps
v" Align with AASB S2
v Prepare audit-ready disclosures

» Download the checklist



https://bdoaustralia.bdo.com.au/acton/media/18110/climate-related-disclosures-aasb-s2-checklist?_gl=1*1dv666b*_gcl_au*MTg1NDM3NzI2NS4xNzQ3NjMwMjUw*_ga*MTI1MDc3MDcwMS4xNzQ3NjMwMjUx*_ga_7HH1130XC0*czE3NTAxNDg3NTEkbzExMCRnMSR0MTc1MDE0ODc1OCRqNTMkbDAkaDA.
https://bdoaustralia.bdo.com.au/acton/media/18110/climate-related-disclosures-aasb-s2-checklist?_gl=1*1dv666b*_gcl_au*MTg1NDM3NzI2NS4xNzQ3NjMwMjUw*_ga*MTI1MDc3MDcwMS4xNzQ3NjMwMjUx*_ga_7HH1130XC0*czE3NTAxNDg3NTEkbzExMCRnMSR0MTc1MDE0ODc1OCRqNTMkbDAkaDA.
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[llustrative sustainability report in accordance with IFRS Sustainability
Disclosure Standards
|llustrative-Sustainability-Report-2025.pdf

» BDO Global, together with our Australian
team, launched the Illustrative Sustainability
Report. It covers the new IFRS S1 and S2
standards (and AASB S2 for Australia)

» Real-world examples showing exactly how
these standards work in practice

» It’s a practical tool for our clients, helping
them get ready for mandatory sustainability
disclosures—especially Group 1 entities in

Australia Illustrative

» It brings governance, strategy, risk Sustainability Report
management, and metr'ics to I_'ife, mak'ing the IFRS Sustainability Disclosure Standards
link between sustainability and financial A

reporting clear and actionable


https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
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ASIC Regulatory Guide 280
Sustainability reporting

https://download.asic.gov.au/media/j4rh

wyiz/rg280-published-31-march-2025.pdf

ASIC

Australian Securities &
Investments Commission

REGULATORY GUIDE 280

Sustainability reporting

About this guide

This guide is for entities required 1o prepara a sustainability report under

Ch 2M of the Corporations Act (reparting entities). This may include
companies (including registered corporations undar the National
Greenhouse and Energy Reporting Act 2007), registered schemes,
registrable superannualion enfities and retail corporate collective investment
vehicles.

It explains how ASIC will exercise specific powers under legislation (primarily
the Corporations Act), how ASIC interprats the law and the principles
underlying ASIC's approach. It also provides praclical guidance o enlities
aboul complying with their sustainability reporting obligations.

Reparting entities may ask for information from entiies within their value
chain, including small businessas and farmers. These enlities should rafer o
ASIC's website about sustainabilily reporting and what it means for them.
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ASIC announces financial reporting and audit focus areas for FY 2025-26

https://asic.gov.au/about-asic/news-centre/find-a-media-release/2025-releases/25-079mr-asic-announces-
financial-reporting-and-audit-focus-areas-for-fy-2025-26/

Sustainability reporting standards

Sustainability reporting in accordance with AASB S2 Climate-related disclosures will be mandatory
for Group 1 entities with financial years commencing on or after 1 January 2025 who:

e are required to prepare an annual financial report under Chapter 2M of the
Corporations Act,

* meet certain sustainability reporting thresholds, and

* have not obtained sustainability reporting relief from ASIC.

Impacted entities should begin work as soon as possible if they have not already implemented
plans and procedures to meet the mandatory reporting requirements.

We will review 31 December 2025 sustainability reports as part of our 2025-26 program and will
share our observations with the market to assist preparers. We will take a proportionate and
pragmatic approach to supervision and enforcement as the sustainability requirements are being
phased in.

Preparers of sustainability disclosures should refer to Regulatory Guide 280 Sustainability reporting
(RG 280) for more information.
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https://asic.gov.au/about-asic/news-centre/find-a-media-release/2025-releases/25-079mr-asic-announces-financial-reporting-and-audit-focus-areas-for-fy-2025-26/
https://asic.gov.au/about-asic/news-centre/find-a-media-release/2025-releases/25-079mr-asic-announces-financial-reporting-and-audit-focus-areas-for-fy-2025-26/
https://asic.gov.au/about-asic/news-centre/find-a-media-release/2025-releases/25-079mr-asic-announces-financial-reporting-and-audit-focus-areas-for-fy-2025-26/
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Next steps ... develop
a practical roadmap
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Best practice roadmap - Group 1 entities

PROJECT STREAMS Financial year ending on 31 December 2025 or 30 June Financial year ending on 31 December 2026 or 30
2026 June 2027

Mandatory calculation and reporting of Scope 1 and 2 GHG emissions, subject to assurance:
Scope 1 and 1. Set carbon inventory boundary

2 emissions 2. Develop a Basis of Preparation (carbon accounting methodology)

COMPLIANCE FOCUS: 3. Measure and report Scope 1 and Scope 2 GHG emissions

Carbon Footprint
Measurement

. Initial measurement (significant estimation) and report
Scope 3 emissions internally Scope 3 GHG emissions
Set targets in relation to scope 1, 2 and 3

Mandatory calculation and external reporting of
Scope 3 GHG emissions

Mandatory reporting of all AASB S2 disclosures:
. Establish or improve appropriate governance and risk
management structure
COMPLIANCE FOCUS: Climate- | AASB S2 . Conduct a climate risk and opportunity assessment
related disclosures (Mandatory) . Prepare a scenario analysis
Financial modelling of impact on financial statements
. Prepare first mandatory sustainability report, including a
materiality assessment

Ongoing mandatory reporting of all AASB S2
disclosures

Activate sustainability strategy

Step 1 - Current state assessment
AASB S1 Step 2 - Materiality assessment (stakeholder engagement)
(Voluntary) Step 3 - Identify gaps
Step 4 - Commit and measure to address gap identified
Step 5 - Prepare separate voluntary sustainability report

STRATEGIC FOCUS:
General sustainability-
related disclosures



https://www.bdo.com.au/en-au/services/advisory/sustainability/sustainability-resources
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Best practice roadmap - Group 2 entities

Financial year ending on 30 June 2026 and | Financial year ending on 30 June 2027 or Financial year ending on 30 June

PROJECT STREAMS 31 December 2026 31 December 2027 2028 and 31 December 2028

Set carbon inventory boundary (i.e.

Boundary Setting Policy)

Develop a Basis of Preparation (carbon Mandatory calculation and reporting of Scope 1 and 2 GHG emissions, subject to
accounting methodology) assurance:

. Initial measurement (significant * Measure and report Scope 1 and Scope 2 GHG emissions

COMPLIANCE FOCUS: estimation) and report internally Scope 1

Carbon Footprint and Scope 2 emissions
Measurement

Scope 1 and
2 emissions

Initial measurement (significant

estimation) and report internally Scope 3 W\ ETalsEide] gAer| (el¥] ETao]a ReTgls REVALE =L
emissions reporting of Scope 3 GHG emissions,
Set targets in relation to scope 1, 2 and subject to assurance

3

Scope
3 emissions

Establish or improve appropriate
governance and risk management
structure
. Conduct a climate risk and opportunity
CQMPLIANCE FOCUS: AASB S2 assessment ' . Mandatory reporting of all AASB S2 Ongoing rpandatory reporting of all
Climate- . Prepare a scenario analysis AASB S2 disclosures
. (Mandatory) . . . .
related disclosures Financial modelling of impact on
financial statements
. Prepare a dry-run sustainability report,

including a materiality assessment

disclosures

Activate sustainability strategy

Step 1 - Current state assessment
AASB S$1 Step 2 - Materiality assessment (stakeholder engagement)
(Voluntary) Step 3 - Identify gaps
Step 4 - Commit and measure to address gap identified
Step 5 - Prepare separate voluntary sustainability report

STRATEGIC FOCUS:
General sustainability
-related disclosures



https://www.bdo.com.au/en-au/services/advisory/sustainability/sustainability-resources
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Best practice roadmap - Group 3 entities

Financial year ending on 30 Financial year ending on Financial year ending on 30
June 2027 and 31 December 30 June 2028 or 31 June 2029 and 31 December
2027 December 2028 2029

Financial year ending on 30 June

PROJECT STREAMS 2026 and 31 December 2026

Initial measurement
Set carbon inventory boundary (significant estimation)
(i.e. Boundary Setting Policy) and report internally Mandatory calculation and reporting of Scope 1 and 2
Develop a Basis of Preparation Scope 1 and Scope 2 emissions, subject to assurance:
(carbon accounting emissions *  Measure and report Scope 1 and Scope 2 emissions

COMPLIANCE FOCUS: methodology)
Carbon Footprint
Measurement . Initial measurement
(significant estimation)
Scope and report internally

3 emissions Scope 3 emissions

Set targets in relation to
scope 1, 2 and 3

Scope 1 and
2 emissions

Mandatory calculation and
external reporting of Scope 3
emissions, subject to assurance

. Prepare a scenario analysis
Establish or improve . Financial modelling of
appropriate governance and impact on financial
AASB S2 risk management structure statements
(Mandatory) . Conduct a climate risk and . Prepare a dry-run
opportunity assessment sustainability report,
including a materiality
assessment

Mandatory reporting  Ongoing mandatory reporting of all
of all AASB S2 AASB S2 disclosures
disclosures

COMPLIANCE FOCUS:
Climate-
related disclosures

Activate sustainability strategy

Step 1 - Current state assessment
AASB S$1 Step 2 - Materiality assessment (stakeholder engagement)
(Voluntary) Step 3 - Identify gaps
Step 4 - Commit and measure to address gap identified
Step 5 - Prepare separate voluntary sustainability report

STRATEGIC FOCUS:
General sustainability
-related disclosures



https://www.bdo.com.au/en-au/services/advisory/sustainability/sustainability-resources
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Iterative process to get ready for AASB S2

2 4
5
Basis of Measure and

. report Scope 3 Target settin
Preparation GHG emissions g S

7

Conduct a
climate risk and Conduct a
opportunity scenario analysis
assessment

6

Governance and
risk management
structure

. 9 10

Financial modelling Prepare mandatory
of impact on sustainability
financial statements report
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Auditor expectations regarding mandatory sustainability reporting

Climate-related risks and opportunities

Do we have the
data available
to meet the
disclosure
requirements
relating to
governance?

Does your
company
already have
governance

Are the
responsibilities
of the board
and
management
clearly defined?

processes and
bodies in place
that explicitly
address climate-
related issues?

Audit implications Not

Vv vVvyy

vV v v vV VvVYy

documented,

not done!
Have you conducted a physical risk assessment?

Have you conducted a transition risk assessment?
Do you have a documented climate risk and opportunity assessment report

Do you have a documented methodology to perform your climate risk and opportunity
assessment?

Do you have a risk management framework

Have you prepared and/or updated your risk register, including controls

Do your findings align with the latest climate science, e.g. IPCC AR6 report, etc
Have you considered industry views and competitors?

Have you considered the whole value chain?

Have you considered all the risks and opportunities per the TCFD?

Audit expectations

1.

Do you have a documented Boundary Setting Policy?

* How does the carbon accounting boundary compare to the consolidated reporting group for
the purpose of the financial report and the mandatory sustainability report?

* Understand and document reasons for any differences
Do you have a documented comprehensive Basis of Preparation?
* Does the Basis of Preparation agree with the measurement principles in AASB 52?7

* Does the Basis of Preparation agree with the measurement principles in the GHG Protocol,
to the extend that it does not conflict with AASB 52?7

* Does the Basis of Preparation agree with the measurement principles in NGER, to the
extend that it does not conflict with AASB S2?

Have you reconciled the activity date (e.g. petrol and electricity usage) to the general ledger
Have you used and documented appropriate emission factors?

Have you checked and documented the mathematical accuracy and completeness of the
calculation?

Other information
included in the

mandatory
sustainability
report

s
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Elements that form the carbon inventory boundary

Financial Reporting Group A

What are the
direct and
indirect sources
of emissions

of each entity?

Conducts research & development

Manufactures & sells pharmaceuticals

Parent A 2

What entities 2

O &

form part of =X

the group 30% é z

reporting GHG Z 3

emissions? - - . = =
Subsidiary B Subsidiary C Associate D o

Grows plants used to manufacture

pharmaceuticals

identified in Scope 1 Scope 2 Scope 3 Scope 1 Scope 2 Scope 3 Scope 1 Scope 2 Scope 3
the operations (direct) (indirect) (indirect) (direct) (indirect) (indirect) (direct) (indirect) (indirect)
emissions emissions emissions emissions emissions emissions emissions emissions emissions

OPERATIONAL BOUNDARY
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Emission sources

DIRECT EMISSIONS

INDIRECT EMISSIONS

Emissions from sources that are owned or
controlled by the reporting company

Emissions that are a consequence of the
operations of the reporting company, but occur
at sources owned or controlled by another
company.

Example: Entity G owns a manufacturing plant which is
powered by a diesel generator. GHG emissions from
combusting diesel in the generator form part of Entity
G’s direct emissions

Example: Entity H purchases electricity to power its

manufacturing plant from the local power company,.

Emissions from purchased electricity forms part of
Entity H’s indirect emissions.

39
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Emission categories

DIRECT EMISSIONS INDIRECT EMISSIONS

A reporting organisations

NP o A reporting organisations
indirect emissions P g org

indirect emissions other

A reporting organisations associated with the :
. : .. than those covered in
direct greenhouse gas generation of electricity,
. ) : scope 2. These are
emissions heating/ cooling, or steam

identified as upstream or

purchased for own .
downstream emissions

consumption

40
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Operational boundary - cradle to grave

Co, CH, N,0 HFCs PFCs SF, NF;
Physical or m
i chemical Transportation
H:::;;g / processing of materials,
S products, waste
Steam and employees
- Fugitive
- R m emissions
r.- M) Generation of
o lectrict
aportati Electricity heat or steam L)
transﬁ?\:itahon Use of sold
distribution products

Business h
L

Fuel-and- travel : E H E
. Processing of
energy-
- ° related b o

activities /A

Downstream
leased assets

FE | iin

Downstream End-of-life e Investments
transportation Q treatment of
and sold products

distribution

DIRECT 0 Franchises
SCOPE 1
EMISSIONS

sold products
- - (not included in
scope 1 or 2)

Waste
Purzhaseg generated in
goods an

> operations q E
services HH
[ OHo

Upstream
leased assets

Employee
commuting

Capital goods

INDIRECT SCOPE 3 UPSTREAM EMISSIONS INDIRECT SCOPE 3 DOWNSTREAM EMISSIONS

INDIRECT SCOPE 2 EMISSIONS
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Data quality and estimation techniques

Data quality

Prioritise
I m p rOve improvement for
activities that have

Ove r relatively low data

quality and

: relatively high
Estimation t] m e emissions

techniques

42
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Project 6

Governance
and risk
== management



- Project 7

Climaterisk g &
and 1) 4 .4

opportunity &

assessment .4t
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Climate-related risks

Event driven
risks due to
the increased
severity and
frequency
of extreme
weather
events.

Longer term
changes
in climate
patterns.

Policy and
legal

Policy actions
include those
that both
restrict and
promote
actions and
legal risks
refer to
litigation risk
claims.

Technology

Technological
improvements
or innovations
developed
in response
to climate
change
and their
impact on
organisations.

Market risk
is varied and
complex.
An example of
market risk is
the impact of
electrification
of transport
on the freight
industry.

Reputation

Reputational
risk is tied
to changing
consumer and
community
perceptions.
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Climate-related opportunities

Resource
efficiency

Reduced
operating
costs can be
achieved
through the
more efficient
use of.

Energy

source

Low emission
and
renewable
energy
opportunities
such as access
to lower cost
energy from
solar and new
markets
supporting
the
development
of these

assets.

Products /
Services

Development New markets
of low- are rapidly
emission emerging in
products and response to
services to climate
meet shifts in change in
consumer developed
preferences and
such as developing
electric countries
vehicles. providing

opportunities
to diversify
income.

Resilience

Resilience
refers to an
organisation’s
capacity to
respond to
the risks and
opportunities
presented by
climate
change for
example the
ability to
reopen a
business after
major

flooding.



Project8 F

.

Scenario
analysis

- : ‘\\

»
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Scenario analysis

Types of scenario
REWAR

Scenario analysis to

Scenario analysis to
y identify and assess

assess climate

resilience
- Exploratory scenarios

climate risks

Stress testing
Sensitivity analysis

Clarifying climate-related scenario analysis: A guide to AASB S2 compliance - BDO

49


https://www.bdo.com.au/en-au/insights/esg-sustainability/clarifying-climate-related-scenario-analysis-a-guide-to-aasb-s2-compliance
https://www.bdo.com.au/en-au/insights/esg-sustainability/clarifying-climate-related-scenario-analysis-a-guide-to-aasb-s2-compliance
https://www.bdo.com.au/en-au/insights/esg-sustainability/clarifying-climate-related-scenario-analysis-a-guide-to-aasb-s2-compliance
https://www.bdo.com.au/en-au/insights/esg-sustainability/clarifying-climate-related-scenario-analysis-a-guide-to-aasb-s2-compliance
https://www.bdo.com.au/en-au/insights/esg-sustainability/clarifying-climate-related-scenario-analysis-a-guide-to-aasb-s2-compliance
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Disclosure requirements of AASB S2

Strategy

The objective of climate-related financial disclosures on strategy is to enable users of general purpose
financial reports to understand an entity’s strategy for managing climate-related risks and

opportunities.

Specifically, an entity shall disclose information to enable users of general purpose financial reports to

understand:

(a) the climate-related risks and opportunities that could reasonably be expected to affect the entity’s
prospects (see paragraphs 10-12);

(b) the current and anticipated effects of those climate-related risks and opportunities on the entity’s
business model and value chain (see paragraph 13);

(c) the effects of those climate-related risks and opportunities on the entity’s strategy and decision-
making, including information about its climate-related transition plan (see paragraph 14);

(d) the effects of those climate-related risks and opportunities on the entity’s financial position,
financial performance and cash flows for the reporting period, and their anticipated effects on the
entity’s financial position, financial performance and cash flows over the short, medium and long
term, taking into consideration how those climate-related risks and opportunities have been factored
into the entity’s financial planning (see paragraphs 15-21); and

(e) the climate resilience of the entity’s strategy and its business model to climate-related changes,

developments and uncertainties, taking into consideration the entity’s identified climate-related
risks and opportunities (see paragraph 22).
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Corporations Act 2001

» Amended by Treasury Laws Amendment (Financial Market Infrastructure and Other Measures) Bill 2024

P Section 296D Climate statement disclosures (and explanatory memorandum) requires scenario analysis to

be carried out using at least:
a) high global warming scenario - the increase in the global average temperature of 2.5°C or higher
AND

b) low global warming scenario - the increase in the global average temperature is limited to 1.5°C

Australian Government




Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

SCENARIO DEVELOPMENT PROCESS

Ensuring organisational
requirements for scenario
analysis

Step 1: Assess the external

environment

Step 2:

a) Formulate focal question
b) Define time horizons

Step 3: Driving forces
a) ldentification
b) Rate and rank

Step 4: Draft narrative

Step 5:
a) Quantification

b) Quality
c) Finalise scenarios

Draw conclusions

---------- >

Develop strategy options

Step 6: ldentify metrics for
monitoring future
developments

Client Steps

BDO Steps
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Public scenarios alighed to the Corporations Act

Pathways based on socioeconomic and

IPCC SSP2-4.5 SSP1-1.9
emissions trajectories
Transition risk-focused scenarios Current Policies Net Zero 2050
Models energy system responses under Current Policies Scenario Net Zero Emissions by 2050
different policy settings (CPS) (NZE)

Aligning scenario analysis with Corporations Act obligations - BDO



https://www.bdo.com.au/en-au/insights/esg-sustainability/how-to-align-scenario-analysis-to-assess-climate-resilience-with-corporations-act-obligations
https://www.bdo.com.au/en-au/insights/esg-sustainability/how-to-align-scenario-analysis-to-assess-climate-resilience-with-corporations-act-obligations
https://www.bdo.com.au/en-au/insights/esg-sustainability/how-to-align-scenario-analysis-to-assess-climate-resilience-with-corporations-act-obligations
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Financial
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Scope of AASB 52
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Figure 1
Climate-Related Risks, Opportunities, and Financial Impact

Transition Risks

Opportunities
Resource Efficiency

Policy and Legal
Technology
Market

Reputation

Energy Source

Products/Services

Risks Opportunities

Markets

Strategic Planning
Risk Management

Resilience

 Resource Efcency
Energysource
Product/senvices_
Veres
Resionce

PhEical Risks

Financial Impact

Revenues
Expenditures

Income Cash Flow Balance Assets & Liabilities

Ct= =0 a =1 o ST YE oo = a a



https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
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Financial modelling

Disclosure of financial effects in mandatory
sustainability reports

‘Business as Usual’ disclosures,
considering strategy, investment and

disposal plans, sources of funding

Scenario analysis

Experienced
during current
reporting period

Anticipated over
short, medium
and long-term

Well above 2°C,
that is at least
2.5°C

Other (Optional)
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Unpacking pillar 1:
Governance
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Importance of governance
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Importance of governance
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Governance-Workshop.pdf

» Disclosing governance practices provides important context for investors and
other users of disclosure

» Investors and other users of climate-related financial disclosures are
interested in understanding:

e the role a company’s board plays in overseeing climate-related issues as
well as

e management’s role in assessing and managing those issues.

Such information supports evaluations of whether climate-related issues
receive appropriate board and management attention

Providing decision useful information to investors and

other users



https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Governance-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Governance-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Governance-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Governance-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Governance-Workshop.pdf
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Importance of governance
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Governance-Workshop.pdf

» For its 2020 status report, the Task Force conducted a survey to identify
specific climate-related information users find the most useful when making
financial decisions

» Based on a survey to understand the most useful climate-related information
for making financial decisions, users identified the following types of
governance information as the most useful:

How the board considers climate-related issues when overseeing major
capital expenditures, acquisitions, and divestitures

How the board considers climate-related issues when reviewing and guiding
strategy

Description of management’s role


https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Governance-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Governance-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Governance-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Governance-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Governance-Workshop.pdf
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Overview of the TCFD
recommendations
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Recommendations of the Task Force on Climate-related Financial
Disclosures (TCFD)

https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Figure 2
Core Elements of Recommended Climate-Related Financial Disclosures
Governance
The organization's governance around climate-related risks
Governance -
and opportunities
Strategy ™ ki L . :
N\ The actual and potential impacts of climate-related risks and
P opportunities on the organization's businesses, strategy,
Risk and financial planning
Risk Management
y \ The processes used by the organization to identify, assess,
\ \ (’ Metrics \ | / and manage climate-related risks
: = nd Targets ) Metrics and Targets

The metrics and targets used to assess and manage relevant
climate-related risks and opportunities



https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
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Recommendations of the TCFD
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Figure 4

Recommendations and Supporting Recommended Disclosures

Governance

Disclose the organization's
governance around climate-
related risks and opportunities.

Recommended Disclosures

Disclose the actual and potential
impacts of climate-related risks
and opportunities on the
organization's businesses,
strategy, and financial planning
where such information is
material.

Recommended Disclosures

Risk Management

Disclose how the organization
identifies, assesses, and manages
climate-related risks.

Recommended Disclosures

Metrics and Targets

Disclose the metrics and targets
used to assess and manage
relevant climate-related risks and
opportunities where such
information is material.

Recommended Disclosures

a) Describe the board's oversight
of climate-related risks and
opportunities.

a) Describe the climate-related
risks and opportunities the
organization has identified over
the short, medium, and long
term.

a) Describe the organization's
processes for identifying and

assessing climate-related risks.

a) Disclose the metrics used by the
organization to assess climate-
related risks and opportunities
in line with its strategy and risk
management process,

b) Describe management’s role in
assessing and managing
climate-related risks and
opportunities.

b) Describe the impact of climate-
related risks and opportunities
on the organization's
businesses, strategy, and
financial planning.

b) Describe the organization's
processes for managing
climate-related risks.

b} Disclose Scope 1, Scope 2, and,
if appropriate, Scope 3
greenhouse gas (GHG)
emissions, and the related risks.

c) Describe the resilience of the
organization's strategy, taking
into consideration different
climate-related scenarios,
including a 2°C or lower
scenario.

¢) Describe how processes for
identifying, assessing, and
managing climate-related risks
are integrated into the
organization's overall risk
management.

¢) Describe the targets used by
the organization to manage
climate-related risks and
opportunities and performance
against targets.


https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
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Objective of AASB S2

» The objective of AASB S2 is to require an entity to disclose information about
its climate-related risks and opportunities that is useful to primary users of

general purpose financial reports in making decisions relating to providing
resources to the entity

» AASB S2 requires an entity to disclose information about climate-related risks
and opportunities that could reasonably be expected to affect the entity’

e cash flows,

e its access to finance or

e cost of capital

over the short, medium or long term
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Scope of AASB S2

» AASB S2 applies to:
e climate-related risks to which the entity is exposed, which are:
- climate-related physical risks; and
- climate-related transition risks; and
e climate-related opportunities available to the entity

» Climate-related risks and opportunities that could not reasonably
be expected to affect an entity’s prospects are outside the scope
of this Standard



Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

Scope of AASB 52
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Figure 1
Climate-Related Risks, Opportunities, and Financial Impact
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Scope of AASB 52

https://assets.bbhub.io/company/sites/60/2022/12/tcfd-2022-overview-booklet.pdf

Climate-Related Risks
and Opportunities

The Task Force identified several categories of climate-related risks and
opportunities. These include potential financial impact to assist investors,
and companies consider longer-term strategies and most efficient allocation
of capital in light of the potential economic impacts of climate change.

“Climate change presents global markets with risks and
opportunities that cannot be ignored, which is why

a framework around climate-related disclosures is so
important. The Task Force brings that framework to the
table, helping investors evaluate the potential risks and
rewards of a transition to a lower carbon economy.”

- Michael B. Bloomberg, TCFD Chair and Founder of Bloomberg LP and Bloomberg
Philanthropies, |une 2017

_‘\ﬁ Policy and Legal
% * Carbon pricing and reporting obligations
== + Mandates on and regulation of existing
Transition products and services
* Exposure to litigation

Technology

+ Substitution of existing products and services
with lower emissions options

* Unsuccessful investment in new technologies

Market

* Changing customer behaviar

* Uncertainty in market signals

* Increased cost of raw materials

Reputation

+ Shift in consumer preferences

* Increased stakeholder concern/negative feedback
* Stigmatization of sector

* Acute: extreme weather events
alanl * Chronic: changing weather patterns and rising
m mean temperature and sea levels
Physical

Strategic Planning Risk Management

Income Cash Flow Balance
Statement Statement Sheet

@ g

REVENUES EXPEMDITURES ASSETS CAPITAL
& LIABILITIES & FINANCING

Use of more efficient modes of transport and
praduction and distribution processes
Use of recycding

Resource * Move to more efficient buildings
Efficiency . paduced water usage and cansumption

-

Usze of lower-emission sources of energy
Use of supportive policy incentives

)

- * Use of new technologies
Energy Source * Farticipation in carbon market
* Development and/or expansion of low emissions
CD poods and services
* Development of climate adaption and insurance
Products risk solutions

& Services  « pDevelopment of new products or services through
R&D and innovation

al * Access to new markets
@ Use of public-sector incentives
Access bo new assets and locations needing

Markets insurance coverage
* Participation in renewable energy programs
and adoption of energy-efficiency measures
* Resource substitutes/diversification

Resilience
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Composition of the sustainability report in compliance with AASB S2

Governance
Those charge with

Strategy
Climate-related risks

Risk Management

Processes and related

Metrics and Targets

Carbon footprint

strategy and business
model

analysis

governance and opportunities policies the entity uses (scope 1,2 & 3
(physical risks and to identify, assess, emissions)
transition risks) prioritise and monitor

climate-related risks
Management Climate resilience of | Climate-related scenario | How targets have

been set and progress
towards meeting
targets

Effects of the above
on financial
statements

Integrated into overall
risk management process
and risk register

Will carbon credits be
used?
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AASB S2
Pillar 1: Governance
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Pillar 1: Governance

» The objective of climate-related financial disclosures on

governance is to enable users of general purpose financial
reports to understand the

e governance processes,
e controls and
e procedures
» An entity uses to
e monitor,
e manage and
e oversee

» Climate-related risks and opportunities
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Pillar 1: Governance

Those charge
with
governance
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Pillar 1: Governance = flihsewcharged

Disclosure requirements | .
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» An entity shall disclose information about the
governance body(s) or individual(s) responsible for
oversight of climate-related risks and opportunities

e The entity shall identify that body(s) or
individual(s)

» The governance body(s) or individual(s) can include:
e a board,
e committee or
e equivalent body charged with governance
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Pillar 1: Governance
Disclosure requirements

» The entity shall disclose information about how
responsibilities for climate-related risks and
opportunities are reflected in

e the terms of reference,
e mandates,
e role descriptions and

e other related policies applicable to that body(s) or
individual(s)
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Pillar 1: Governance
Disclosure requirements

» The entity shall disclose information about how the
body(s) or individual(s) determines whether
appropriate skills and competencies

e are available or
o will be developed

to oversee strategies designed to respond to climate-
related risks and opportunities
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Pillar 1: Governance
Disclosure requirements

» The entity shall disclose information about

e how and

« how often

the body(s) or individual(s) is informed about
climate-related risks and opportunities
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Pillar 1: Governance Those charged

Disclosure requirements I .
with

» The entity shall disclose information about how the

governance
body(s) or individual(s) takes into account climate- -
related risks and opportunities when

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

« its risk management processes and related
policies,

e including whether the body(s) or individual(s) has
considered trade-offs associated with those risks
and opportunities
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Pillar 1: Governance
Disclosure requirements

» The entity shall disclose information about how the
body(s) or individual(s) oversees

o the setting of targets related to climate-related
risks and opportunities, and

e monitors progress towards those targets
(paragraphs 33-36),

 including whether and how related performance
metrics are included in remuneration policies

(paragraph 29(g))
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Pillar 1: Governance
Disclosure requirements

» An entity shall disclose information about
management’s role in

e the governance processes,
e controls and
e procedures
» Used to
e monitor,
e manage and

e oversee climate-related risks and opportunities
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Pillar 1: Governance
Disclosure requirements

» An entity shall disclose information about

e whether the role is delegated to a specific

management-level position or management-level
committee and

e how oversight is exercised over that position or
committee

81
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Pillar 1: Governance
Disclosure requirements

» An entity shall disclose information about

 whether management uses controls and

procedures to support the oversight of climate-
related risks and opportunities and,

 if so, how these controls and procedures are
integrated with other internal functions

82




Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

Are the
responsibilities
of the board
and
management
clearly defined?
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. Do we have the
data available
to meet the
disclosure
requirements
relating to
governance?
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Do you have a
AASB S2
disclosure
checklist

regarding
governance?
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AASB S2 disclosure checklist for pillar 1 regarding governance (Page 1 of 2)
e T — e

Has the entity identified the body(s) or individual(s) responsible for Paragraph 6(a)
oversight of climate-related risks and opportunities?

2 Has the entity disclosed information about how responsibilities for climate-  Paragraph 6(a)(i)
related risks and opportunities are reflected in
. the terms of reference,
. mandates,
. role descriptions and
. other related policies applicable to that body(s) or individual(s)?

3 Has the entity disclosed information about how the body(s) or individual(s) Paragraph 6(a)(ii)
determines whether appropriate skills and competencies
. are available or
. will be developed
to oversee strategies designed to respond to climate-related risks and
opportunities?

4 Has the entity disclosed information about Paragraph 6(a)(iii)
. how and
. how often
the body(s) or individual(s) is informed about climate-related risks and
opportunities?

5 Has the entity disclosed information about how the body(s) or individual(s) Paragraph 6(a)(iv)
takes into account climate-related risks and opportunities when
. overseeing the entity’s strategy,

. its decisions on major transactions and
. its risk management processes and related policies,
. including whether the body(s) or individual(s) has considered trade-

offs associated with those risks and opportunities?
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AASB S2 disclosure checklist for pillar 1 regarding governance (Page 2 of 2)
LN CE

Has the entity disclosed information about how the body(s) or individual(s) Paragraph 6(a)(v)
oversees
. the setting of targets related to climate-related risks and
opportunities, and
. monitors progress towards those targets,
. including whether and how related performance metrics are included
in remuneration policies?

7 Has the entity disclosed information about management’s role in Paragraph 6(b)
. the governance processes,
. controls and
. procedures
Used to
. monitor,
. manage and
. oversee climate-related risks and opportunities?

8 Has the entity disclosed information about Paragraph 6(b)(i)
. whether the role is delegated to a specific management-level position
or management-level committee and
. how oversight is exercised over that position or committee?

9 Has the entity disclosed information about Paragraph 6(b)(ii)
. whether management uses controls and procedures to support the
oversight of climate-related risks and opportunities and,
. if so, how these controls and procedures are integrated with other
internal functions?



Unpacking pillar 2: Strategy
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Pillar 2: Strategy

01

Climate-
related risk
and
opportunities

02

Business
model and
value chain

Strategy and
decision-
making

04

Financial
position,
financial
performance
and cash flows

Climate
resilience
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Climate-related risks and
opportunities



What is
climate
change and
how does it
lead to risks
and
opportunities
for a
business?
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The
Intergovernmental
Panel of Climate
Change (IPCC)

Climate change Climate change refers to a change in the state of the
chimafe that can be identified (e.g., by using statistical tests) by changes
in the mean and/or the variability of its properties and that persists for an
extended period, typically decades or longer. Climate change may be due

to natural internal processes or external forcings such as modulations
of the solar cycles, volcanic eruptions and persistent anffropogenic

changes in the composition of the atmosphere or in land use. Note that

the Framework Convention on Climate Change (UNFCCC), in its Article
1, defines climate change as: "a change of climate which is attributed

directly or indirectly to human activity that alters the composition of the

global atmosphere and which i1s in addition to natural climate vanabality
observed over comparable time periods.” The"UNFCCC thus makes a

distinction between climate change attributable to human activities
altering the atmospheric composition and climate vanability attributable
tonaturalycausess See also Climate varability, Global warming, Ocean
acidification (0A) and Detection and attribution.



Climate
science

Climate-
related risks

and
opportunities
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The Intergovernmental Panel of
Climate Change (IPCC)

https://www.ipcc.ch/

The IPCC was created to provide policymakers with
regular scientific assessments on climate change, its

The Intergovernmental Panel on Climate Change implications and potential future risks, as well as to

(IPCC) is the United Nations body for assessing the put forward adaptation and mitigation options.

science related to climate change.

Through its assessments, the IPCC determines assessment reports are a key input into the
the state of knowledge on climate change. It international negotiations to tackle climate
identifies where there is agreement in the change. Created by the United Nations
d UN® f?’é scientific community on topics related to Environment Programme (UN Environment)
Sﬁfg ;"r;(.;t?a?n":m.:‘ ;ofoi climate change, and where further research is and the World Meteorological Organization

2007 PEACE PRIZE
©F THE NOBEL FOUNDATION

needed. The reports are drafted and reviewed in (WMO) in 1988, the IPCC. has 195 Member

several stages, thus guaranteeing objectivity and countries. In the same year, the UN General
transparency. The IPCC does not conduct its Assembly endorsed the action by WMO and
own research. IPCC reports are neurtral, policy- UNEP in jointly establishing the IPCC.

relevant but not policy-prescriptive. The

14
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The Intergovernmental Panel of

Climate Change (IPCC)

https://www.ipcc.ch/

REPORTS

IDCC

SPECIAL AND METHODOLOGY REPORTS

SYNTHESIS REPORT WORKING GROUPS

2027 IPCC Methodology Report on Inventories for Short-
lived Climate Forcers

Special Report on Climate Change and Cities
Global Warming of 1.56°C
Climate Change and Land

2019 Refinement to the 2006 IPCC Guidelines for National
Greenhouse Gas Inventories

The Ocean and Cryosphere in a Changing Climate

14

SIXTH ASSESSMENT REPORT

ACTIVITIES NEWS CALENDAR

ARG Synthesis Report: Climate Change 2023

ARG Climate Change 2022 Impacts, Adaptation and
Vulnerability

ARG Climate Change 2022- Mitigation of Climate Change
ARG Climate Change 2021: The Physical Science Basis

VIEW ALL

@ roLLow

FIFTH ASSESSMENT REPORT

L\ SHARE

ARb Synthesis Report: Climate Change 2014
ARbD Climate Change 2013: The Physical Science Basis

ARB Climate Change 2014: Impacts, Adaptation, and
Vulnerability

ARB Climate Change 2014: Mitigation of Climate Change


https://www.ipcc.ch/
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IPCC

The Intergovern mental Pa nE| Of INTERGOVERNMENTAL PANEL on ClimaTe chanee
Climate Change (IPCC)

https://www.ipcc.ch/

CLIMATE CHANGE 2023
Synthesis Report

A Report of the Intergovernmental Panel on Climate Change

@ @

wmMmo UNEP
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6th Assessment SIXTH ASSESSMENT REPORT IpCC ® @
Report

v

Working Group | — The Physical Science Basis INTERGOVEARMENTAL PANEL on ClimaTe change WMo UNEP

Regional fact sheet - Australasia
https://www.ipcc.ch/report/a

r6/wgl/downloads/factsheets/ Common regional changes
; Australian land areas have warmed by around 1.4°C and New Zealand land areas by around 1.1°C between
IPCC AR6 WGI Reglonal Fact @ about 1910 and 2020 (very high confidence), and annual temperature changes have emerged above natural
Sheet Australasia. pdf variability in all land regions (high confidence).
@ Heat extremes have increased, cold extremes have decreased, and these trends are projected to continue
(high confidence).

Relative sea level rose at a rate higher than the global average in recent decades; sandy shorelines have
retreated in many locations; relative sea level rise is projected to continue in the 21st century and beyond,

contributing to increased coastal flooding and shoreline retreat along sandy coasts throughout Australasia
(high confidence).

Snow cover and depth have decreased and are projected to decrease further (high confidence).

Frequency of extreme fire weather days has increased, and the fire season has become longer since 1950 at
many locations (medium confidence). The intensity, frequency and duration of fire weather events are
projected to increase throughout Australia (high confidence) and New Zealand (medium confidence).

Heavy rainfall and river floods are projected to increase (medium confidence).
An increase in marine heatwaves and ocean acidity is observed and projected (high confidence).

Enhanced warming in the East Australian Current region of the Tasman Sea is observed and projected (very
high confidence).

Sand storms and dust storms are projected to increase throughout Australia (medium confidence).

Changes in several climatic impact-drivers (e.g., heatwaves, droughts, floods; see Introduction fact sheet)
would be more widespread at 2°C compared to 1.5°C global warming and even more widespread and/or
pronounced for higher warming levels.

15
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6t Assessment
Report

https://www.ipcc.ch/report/a

r6/wgl/downloads/factsheets/

IPCC AR6 WGI Regional Fact

Sheet Australasia.pdf

Annual Maximum Annual Minimum Annual Total Maximum 1-day

daily precipitation.

4°C

Results are based on
time sampling
. Results expanded simulations from the

%) in the Interactive 1 2 3 4 5 6 -40 -20 0O CMIP6 multi-model

m;__m; A Atias (active links) change (°C) change (%) ensemble under
SSP5-8.5.

Notable features include larger projected changes at each warming level for all four climate variables:

« different spatial pattern of projected changes to annual maximum compared to minimum temperatures;

+ precipitation decrease in south-west Australia and increase in southern New Zealand (high model agreement);

* a general increase in annual maximum precipitation even in some areas of decreased annual precipitation.

é ¥
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Please note that some projected changes show important seasonal differences. -
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https://www.ipcc.ch/report/a

Northern Australia (NAU)

* Observed increase in annual mean and heavy rainfall and decrease in droughts and tropical cyclones (medium
confidence).

* Projected mean rainfall changes are uncertain. An increase in heavy rainfall and river flooding projected by mid-
century (medium confidence).

* Projected decrease in cyclone frequency but increase in the proportion of severe cyclones (medium confidence).

r6/wgl/downloads/factsheets/

IPCC AR6 WGI Regional Fact

Sheet Australasia.pdf

Central Australia (CAU)

» Greater ocbserved and projected warming than coastal
regions under all future scenarios (high confidence).

» A projected increase in heavy rainfall and river flooding
(medium confidence).

Southern Australia (SAU)

* Observed rainfall decrease and an increase in agricultural
and ecological droughts (medium confidence).

= Projected reduction in mean rainfall, particularly in the cool
season, increase in aridity, and increase in meteorological
and agricultural and ecological droughts (medium
confidence).

» South-west area in SAU: Significant rainfall decrease in Monsoon Region
1910-2019, attributable to human influence, increase in
agricultural and ecological drought (high confidence),
rainfall very likely to continue decreasing under all future
scenarios.

Eastern Australia (EAU)

» Projected decrease in mean cool season
rainfall, but more extreme rainfall events
(medium confidence).

» Agricultural and ecological droughts are
projected to increase at 2°C global warming
and greater (medium confidence).
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Climate science
Observed impacts

>

2024 hottest year on record -
increase of 1.55°C

Increasing impacts on:

« water availability

« food production

» health and well-being

« cities, settlements and
infrastructure

Sectors

e Agriculture

e Health

e Infrastructure

a) Observed widespread and substantial impacts and
related losses and damages attributed to climate change

Water availability and food production

000

Physical ~ Agriculture/ Animaland  Fisheries
water crop livestock  yields and
availability production health and aquaculture
productivity production

Cities, settlements and infrastructure

e S0

e Ll L) .o LA
Inland Flood/storm Damages Damages
floodingand  induced to infra- to key.
associated damagesin  structure  economic
damages coastal areas sectors

Health and well-being

©O000

.00 aee a0
Infectious Heat, Mental Displacement
diseases  malnutrition  health

and harm

from wildfire

Biodiversity and ecosystems

® O

Ll L] Ll L LLL]
Terrestrial Freshwater Ocean
ecosystems  ecosystems ecosystems

Includes changes in ecosystem structure,
species ranges and seasonal timing

b) Impacts are driven by changes in multiple physical climate

conditions, which are increasingly attributed to human influence

Attribution of observed physical climate changes to human influence:

Medium confidence Likely Very likely Virtually certain
L R E R O
Ta¥a¥ ey
Increasein  Increase  Increase in Increase Glacier Global sea Upper Increase
agricultural in fire compound in heavy retreat  level rise ocean in hot
& ecological weather flooding precip- acidification extremes
drought itation

Key

Observed increase in climate impacts
to human systems and ecosystems
assessed at global level

‘ Adverse impacts

. Adverse and positive impacts

. Climate-driven changes observed,
no global assessment of impact direction

Confidence in attribution
to climate change
eee figh or very high confidence
*s Medium confidence
* Low confidence

Figure: Adverse impacts from human-cause climate change will continue to intensify (SPM.1 in (IPCC, 2023))
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Climate science
Future scenarios

1.50C target unlikely
20C target hard to meet

Increase in severity and frequency of extreme
weather events:

* Heat waves (including marine)
* Droughts
» Floods
» Bush fires
» Long term changes
e Sea-level rise
e Rainfall patterns

103

With every increment of global warming, regional changes in mean
climate and extremes become more widespread and pronounced

the last time global surface temperature was sustained

at or above 2.5°C was over 3 million years ago
2011-2020 was -

ouniia e ™ Theworldat The world at The world at The world at

0 . +15°C +2°C +3°C +4°C
[ | | I | I

Global warming level (GWL) above 1850-1900 i‘c>

]

a) Annual hottest-day temperature change Annual hottest day temperature is projected to increase most urbanisation
change (°C) (1.5-2 times the GWL) in some mid-latitude and semi-arid further intensifies
regions, and in the South American Monsoon region. nagCextreniee

b >

]
b) Annual mean total column soil moisture change Projections of annual mean soil moisture largely follow

projections in annual mean precipitation but also show
~ﬂ0 05 0 05 loi.ls change (o) some differences due to the influence of evapotranspiration.

i I p—_
ﬂ."?v"-z*;u;(‘(\” = s ‘?‘5}"552‘:-,"— R~ e = )'J-Z":-,;“ S~ . 3;,-(.4:5'»-2“ Co™
35, < Pl ; TS P Ty TR 2 ) o 5
& R &l BRI & BEE L B
o (e 0 R A -y C™' A W |
" R : Laces 3 f L5
Vv & S W) * P 3 y ¥ €9,
—b. » . o . > —b N .
I A ; [l] . small absolute
¢) Annual wettest-day precipitation change Annual wettest day precipitation is projected to increase changes may
e I change (%) in almost all continental regions, even in regions where Srec ‘j:'a"“q?
.40 -30 -20 100 10 20 30 40 projected annual mean soil moisture decline. Indry reglons
I W i , {
R STTR o U e i, S v ™
(L~ ey O ! P ey - Q } A Beara = e T N
S U~ QR a L N 0 0 o PN . \‘-:-_(' s Ay (@ e Ve oo
_— 7 5.&,1.(\ m— 7 “ X/ &L!‘h‘)\* " - f(\ = 3‘&‘}* - ‘ \‘S": ¢ i ‘
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" 5, \¢ 5, ¢ 2/ \ {4 = 5
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Figure 4: Projected changes at global warming levels of 1.5°C, 2°C, 3°C, and 4°C relative to 1850-1900 (IPCC, 2023)
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CSIRO

https://www.csiro.au/en/research/environmental-impacts/climate-change/State-of-the-Climate

State of the

1] C h m a te

CSIRO RESEARCH WORK WITH US CAREERS 2024

HOME / .. / ENVIRONMENTAL IMPACTS / CLIMATE CHANGE /

State of the Climate

The biennial State of the Climate Report draws on the latest national and international climate research,
monitoring, science and projection information to describe changes and long-term trends in Australia’s climate.
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CSIRO Australia

https://www.csiro.au/en e Australia's climate has warmed by an average of 1.51 +

/research/environment 0.23 °C since national records began in 1910.

al-impactS/CIimate- ¢ Sea surface temperatures have increased by an average of
1.08 °C since 1900.

change/State-of-the-

Climate

¢ The warming has led to an increase in the frequency of
extreme heat events over land and in the oceans.

¢ |n the south-west of Australia there has been a decrease
of around 16% in April to October rainfall since 1970.
Across the same region, May to July rainfall has seen the
largest reduction, by around 20% since 1970.

Temperature anomaly (*C)

Sea surface terr pErature

Australian surface air temperature

e |nthe south-east of Australia, there has been a decrease - _ : : : 2
of around 9% in April to October rainfall since 1994. 1910 1920 1930 1940 1950 1960 1970 1560 1950 2000 2000 2020
L

s Heavy short-term rainfall events are becoming more

intense. Anomalies (departures from the mean for the 1961-1990 standard averaging
peried) in annual mean sea surface temperature, and temperature over land, in the

s There has been a decrease in streamflow at most gauges Australian region. Sea surface temperatureualu_es (data source: ERSST V5,
L www.esrl.noaa.gov/psd/) are provided for a region around Australia (4-46 °5 and
across Australia since 1970. 94-174°E). ® Bureau of Meteorology

e There has been an increase in rainfall and streamflow
across parts of northern Australia since the 1970s.

¢ There has been an increase in extreme fire weather, and a longer fire season, across large parts of the country since the 1950s.
¢ There has been a decrease in the number of tropical cyclones observed in the Australian region since at least 1982.

¢ Snow depth, snow cover and number of snow days have decreased in alpine regions since the late 1950s.

s Oceans around Australia are becoming more acidic, with changes happening faster in recent decades.

¢ Sea levels are rising around Australia, including more frequent extreme high levels that increase the risk of inundation and
damage to coastal infrastructure and communities.
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Climate policy

From global to local throughout your value chain

Federal law Impact on

Legislation as well as federal .
commitments and policies SUPPllerS

Global and Industry-specific

international State law government policy

1 Strategies, policies or requirements
p0l1cy Legislation, as well as state esgtabl’i‘fhed by govelglment
The policy positions of commitments and policies departments or other institutions Pollcy com plEX]ty

global bodies and
conferences (e.g.

United Nations, Local laW
Conference of Parties).
This may also refer to
international
continental parties
(e.g. European Union)

with delegated government

e for your entity

Council requirements, activities
subject to applications and permits

Impact on

Other stakeholder pressure
customers

Formal policy positions held by governing bodies, associations, professional institutions
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Climate policy
United Nations Framework Convention of Climate Change (UNFCCC)

Paris Agreement (2015) UAE Consensus (2023)

International treaty to reduce GHG emissions to limit global Response to first global stocktake of emissions under Paris
temperature increases to ‘well below 2°C’ Agreement.

European Union (EU) and 194 countries and have joined the Paris ‘Recognises the need for deep, rapid and sustained reductions in
Agreement. greenhouse gas emissions in line with 1.5°C pathways’

Requires countries to report emissions and targets (referred to as “Tripling renewable energy capacity ... and doubling ... energy
Nationally Determined Contributions (NDCs) every 5 years. efficiency improvements by 2030’

Established technology framework to support technology
development and transfer to improve resilience to climate change
and to reduce GHG emissions.

‘Transitioning away from fossil fuels in energy systems ... so as to
achieve net zero by 2050’

Global Methane Pledge (2021) Loss and Damage Fund (2023)

Fund established to assist developing countries particularly
Tesal s | v DR vulnerable to effects of climate change with minimum percentage to
y ’ be allocated to least developed countries.

To reduce methane emissions by at least 30 percent below 2020

Launched by EU and United States and currently signed by 155 USS661 million committed
countries.
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Implemented policy and target pathways

Limiting warming to 1.5°C and 2°C involves rapid, deep and
in most cases immediate greenhouse gas emission reductions

Net zero CO, and net zero GHG emissions can be achieved through strong reductions across all sectors

a) Net global greenhouse
2 gas (GHG) emissions

2019 emissions were
\[ 12% higher than 2010

Implemented policies result in projected
emissions that lead to warming of 3.2°C, with
a range of 2.2°C to 3.5°C (medium confidence)

Lﬂ' - ‘ onally Determ
il : Contributions (ND
-~ range in 2030

Key

____ Implemented policies

40

s Limit warming to 2°C (>67%)

) Limit warming to 1.5°C (>50%)
with no or limited overshoot

® Gigatons of CO,-equivalent emissions (GtCO,-eq/yr)

== Past emissions (2000-2015)
0 ——net zero 0 1.55C T Model range for 2015 emissions
. Past GHG emissions and uncertainty for
— 2015 and 2019 (dot indicates the median)
-20
2000 2020 2040 2060 2080 2100

=7 (median, with percentiles 25-75% and 5-95%)

Global emissions pathways consistent
with implemented policies and
mitigation strategies (SPM.5 in (IPCC,
2023))
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Relationship between climate change and climate policy
Network for Greening the Financial System (NGFS) scenario framework

https://www.ngfs.net/en

* Orderly scenarios assume climate policies are

introduced early and become gradually more stringent.
Both physical and transition risks are relatively _. _
subdued. (Frgmented)

* Disorderly scenarios explore higher transition risks e
due to policies being delayed or divergent across '
countries and sectors. Carbon prices are typically
higher for a given temperature outcome.

o

High

Disorderly Too little, too late

Transition risks

* Hot house world scenarios assume that some climate
policies are implemented in some jurisdictions, but

globally efforts are insufficient to halt significant | - - | »
global warming. The scenarios result in severe physical ' " [ current |

risk including irreversible impacts like sea-level rise. Demand, .___?°'i°i==___-"

Orderi‘;- Hot house world

Low

* Too-little-too-late scenarios assume that a late and
uncoordinated transition fails to limit physical risks.

'

Low Physical risks High

110


https://www.ngfs.net/en

What are

climate-
related risks

nd

a
opportunities?

/]
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What are climate-related risks?

There are two main categorisations of climate-related risk for organisations transitioning to a low-carbon

economy within these frameworks:

* Physical risk — climactic events and chronic issues such as water security, natural disasters and increased

exposure to locational hazards

e Transition risk — includes policy & legal, technology, regulatory, market and reputation risk

Physical risk

Changing climate conditions

Extreme weather events

Direct damage
to assets

or property

o Lower asset values
e Increased insurance claims

» Supply chain disruption

Transition risk

Policy changes

Technological innovation

Social adaptation

~4z  Disruption from
adjustment to
low-emissions
economy
« Impacts on pricing and demand
e Stranded assets

e Defaults on loans
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Taskforce for climate-related disclosures (TCFD)

https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Figure 1
Climate-Related Risks, Opportunities, and Financial Impact

Opportunities

Transition Risks

Policy and Legal

Technology
Market

Reputation

Risks Opportunities

Strategic Planning
Risk Management

PhEi::al Risks

Financial Impact

Revenues
Expenditures

Income Cash Flow Balance

Tt 2l a il o ST YE oo =
Statement Statement Sheet Capital & Financing

Assets & Liabilities


https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

Climate-related risks

Event driven
risks due to
the increased
severity and
frequency
of extreme
weather
events.

Longer term
changes
in climate
patterns.

Policy and
legal

Policy actions
include those
that both
restrict and
promote
actions and
legal risks
refer to
litigation risk
claims.

Technology

Technological
improvements
or innovations
developed
in response
to climate
change
and their
impact on
organisations.

Market risk
is varied and
complex.
An example of
market risk is
the impact of
electrification
of transport
on the freight
industry.

Reputation

Reputational
risk is tied
to changing
consumer and
community
perceptions.
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Overview of climate risks
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Policy and Legal

* Carbon pricing and reporting obligations
== * Mandates on and regulation of existing

Transition products and services

* Exposure to litigation

&

Technology

* Substitution of existing products and services
with lower emissions options

* Unsuccessful investment in new technologies

Market

* Changing customer behavior

* Uncertainty in market signals

* Increased cost of raw materials

Reputation

* Shift in consumer preferences

* Increased stakeholder concern/negative feedback
* Stigmatization of sector

% * Acute: extreme weather events
mm * Chronic: changing weather patterns and rising
CARAAY mean temperature and sea levels

Physical
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Physical risks

https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Climate-related risk Potential financial impacts

Acute

— Increased severity of extreme
weather events such as cyclones
and floods

Chronic

— Changes in precipitation patterns
and extreme variability in weather
patterns

— Rising mean temperatures

— Rising sea levels

Reduced revenue from decreased production capacity (e.g.,
transport difficulties, supply chain interruptions)

Reduced revenue and higher costs from negative impacts on
workforce (e.g., health, safety, absenteeism)

Write-offs and early retirement of existing assets (e.g., damage
to property and assets in “high-risk” locations)

Increased operating costs (e.g., inadequate water supply for
hydroelectric plants or to cool nuclear and fossil fuel plants)

Increased capital costs (e.g., damage to facilities)
Reduced revenues from lower sales/output

Increased insurance premiums and potential for reduced
availability of insurance on assets in "high-risk” locations
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Physical risks

Business on the Edge: Building Industry Resilience to Climate Hazards | World Economic Forum

Wy

g M
-

© " 7

Extreme heat Coastal flooding N Fluvial flooding Tropical cyclone
Prolonged period of A result of storm surges and Surface water drained a Rapidly rotating storm
excessivaly hot weather high winds coinciding with from a watershed into a "R (cycione, hurricane or
above the average high high tides. Occurs when stream or river that exceeds typhoon) that begins over

temperature for a particular dry and low-lying land is the channel's capacity, tropical oceans, with violent
region for that time of year, submerged by seawater. overflowing beyond banks winds and torrential rain that

often combined with high
humidity.

and inundating adj@acent
low-ling areas.

can be accompanied by
thunderstorms.

=

Drought

Water stress

Wildfire

Unplannad, umwvanted and
uncontrolled fire that burns
in anatural areasuch as a
forest, grassland or prairie.

A combination of reduced
frashwater avallabidity from
raduced rainfall and/or
growing demand.

A period of abnormatly
dry weather sufficiently
profonged for the lack

of water to cause serious
hydrologic imbalance

in water tables and
across landscapes.
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Physical risks

Acute

» Due to the effects of

climate change on weather
patterns and environment.

Event driven risks due to
the increased severity and
frequency of extreme
weather events such as
floods.

Chronic

Risks associated longer-
term changes in climate
patterns such as
consistently higher
temperatures and sea level
rise.

Indirect

» The change to the climate,

already being experienced
and predicted to intensify
in the future, result in
physical risks for
organisations both directly
and indirectly through
disruption throughout the
value chain.
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Transition risks
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Climate-related risk Potential financial impacts

Policy and Legal

— Increased pricing of GHG - Increased operating costs (e.g., higher compliance costs,
emissions increased insurance premiums)

— Enhanced emissions-reporting — Write-offs, asset impairment, and early retirement of existing
obligations assets due to policy changes

— Mandates on and regulation of — Increased costs and/or reduced demand for products and
existing products and services services resulting from fines and judgments

— Exposure to litigation
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Policy risks

Policy actions include those that both restrict and promote actions
such as the introduction of carbon-pricing mechanisms or subsidies.

National Greenhouse and Energy Reporting (NGER)
» Safeguard Mechanism
» Methane Pledge

e Technology risk
» Other climate-related policy

 Renewable energy targets

e Vehicle emission standards

e Development approvals

e Coal royalty rates - indirectly
» Impact on costs for client and/or value chain

« Electricity prices, steel prices, logistic operators, etc
» Mandatory climate-related reporting (IFRS S2/AASB 52)
» GHG Protocol

« NGER Gap

e Land Sector and Removals Guidance

120
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GREENWASHING

Legal risks ENFORCEMENT
Legal risks refer to litigation risk claims such as for failure to address the
organisations contribution to climate change or failure to disclose sufficient ASIC

information of material financial risk. ST T ——

. . . . . . Superannuation (Australia) Ltd
Greenwashing - review client’s publicly available climate statements ‘ " :

Customer commitments 5270,000 in infringement notices issued o

Litigation - Number of climate litigation cases filed by year against fossil fuel companies to August 2074
companies (Zero Carbon Analytics, 2024)
ACCC

Monetary penalties ofup to 51.1 million
for companies

3year moving average [Number of cases B Year to date

15 ' 15

Paris
Agreement

First court proceeding commenced April
10 2024 against Clorox Australia Pty Lid for
re presentations that some GLAD bags

10

were made from “50% ocean plastic”

5]

2023 intemetsweep reviewing 247
business found potential greenwashing by

I o . h %
0 L - 0 Sewree: (ASK, 204} {ACCE, 2011); {ACCC, 24},
IR S S S S & P (ACCC, 2023)
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Transition risks
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Climate-related risk Potential financial impacts

Technology

— Substitution of existing products — Write-offs and early retirement of existing assets
and services with lower emissions  _ paduced demand for products and services
options

— Research and development (R&D) expenditures in new and

— Unsuccessful investment in new alternative technologies

technologies o |
— Capital investments in technology development

— (Costs to transition to lower

L — Costs to adopt/deploy new practices and processes
emissions technology
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Technology risks

Technological improvements or innovations developed in response to
climate change and their impact on organisations. New products and
services can impact both the competitiveness and demand from
customers.

» Supplier review (technology or market)
o Climate-related disclosures
o Emissions Reduction Targets
e Resilience (transition plan, scenario analysis, etc)
Green steel
Energy production - phase out of fossil fuels
Machinery, equipment, vehicles
o EV alternatives
» Asset impairment
» Energy supply
e Disruptions to supply and increased costs
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Transition risks
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Climate-related risk Potential financial impacts

Market

— Changing customer behavior — Reduced demand for goods and services due to shiftin

— Uncertainty in market signals consumer preferences

Increased production costs due to changing input prices (e.g.,
energy, water) and output requirements (e.g., waste treatment)

— Increased cost of raw materials

— Abrupt and unexpected shifts in energy costs

— Change in revenue mix and sources, resulting in decreased
revenues

— Re-pricing of assets (e.g., fossil fuel reserves, land valuations,
securities valuations)
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Market risks

Market risk is varied and complex. An examples of market risk is the impact of electrification of transport on
the freight industry.

» Customer review
o Climate-related disclosures, emissions reduction targets, decarbonisation
« Consider policy in relevant jurisdictions if applicable

» Peer review
e Climate-related disclosures, emissions reduction targets, scenario analysis
« Competitive disadvantage
e Is there a market opportunity? Competitive advantage

» Access to finance, capital and staff
e Do they have debt? Who is the provider? What are their climate-related targets/policies?
e Expectations from providers of capital?
Access to insurance

Consider analysis at country and industry level




Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

Transition risks
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Climate-related risk Potential financial impacts

Reputation
— Shifts in consumer preferences — Reduced revenue from decreased demand for goods/services
— Stigmatization of sector — Reduced revenue from decreased production capacity (e.g.,
— Increased stakeholder concern or delayed planning appraovals, supply chain interruptions)
negative stakeholder feedback — Reduced revenue from negative impacts on workforce
management and planning (e.g., employee attraction and
retention)

— Reduction in capital availability
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Risk Reputational risk

Reputation risks boli Adverse media attention due to:
olicy : :

Reputational risk is tied to changing consumer and . NGER . rgcl]lltjjirreeé]oeﬁ?srnply with NGER
community perceptions. requirements . Reliance on and/or quality of
. _ . . Safeguard ACCUs seen as inappropriate

» Extension of other climate-related risks (see table) xe;t:amsm . Understatement of methane

« Do any need to be separately identified and -« Methane €missions
manayed7 g Y emissions . Disclosures do not meet
ged: . Mandatory stakeholder expectations, for
» Protest action disclosure example emissions targets viewed
requirements as insufficient

» Consider vulnerable stakeholders . Failure to meet previously stated

« GHG Protocol targets due to NGER/GHG protocol
gap.

Legal - Adverse media attention due to action
greenwashing taken by ASIC or ACCC.

« Developing countries

e Pacific Islands

Public disclosure of XX’s failure to
meet agreed climate-related
Legal - customer commitments or provision of
commitments inaccurate information (particularly
when supplying to customers in
developing countries).

Adverse media attention due to
litigation action.

XX perceived as failing to act on
Market - peers climate change and/or lagging behind
peer performance.

Legal - litigation
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Climate-related risks

https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-
naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
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Educational material

Nature and social aspects of climate-related
risks and opportunities
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Climate-related risks

https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-

naturesocialaspectsofclimate-relatedrisks-dec2023.pdf

Example 1

The entity operates in the agricultural products industry.
It grows wheat itself in two regions: Region 1 and
Region 2. The entity also buys wheat from a supplier
who grows the crop in Region 1. The entity mills the
wheat and sells it to customers.

The entity’s business model depends on water because
growing wheat relies on rainfall and on irrigation from
other water sources. Region 1 currently has high
baseline water stress and the entity expects the water
stress to become worse over the medium term.

The entity identifies water scarcity as a climate-related
risk to which it is exposed. Climate change drives water
scarcity in Region 1 through increasing temperatures
and changing precipitation patterns. As a result, there
is likely to be a significant reduction in the water
available in this region. Water scarcity can affect the
entity’s prospects because, for example, reduced water
availability can disrupt its own wheat production and

can increase the price it pays to purchase the crop from
its supplier.
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Climate-related risks

https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-

naturesocialaspectsofclimate-relatedrisks-dec2023.pdf

Example 3

An entity operates in the electric utilities and power
generators industry. It generates electricity from
both renewable and fossil fuel sources and sells that
electricity to customers in its jurisdiction.

The entity operates in a jurisdiction with a nationally
determined contribution (NDC) arising from the latest
international agreement on climate change (as defined
in Appendix A of IFRS S2). To align with that NDC,

the entity has set a greenhouse gas (GHG) emissions
reduction target for 20XY.

To achieve its GHG emissions reduction target, the
entity plans to phase out its coal-based plants by 20X0
and increase its renewable energy production by X%.
The entity currently has X00 employees working in its
coal-based plants. Those plants operate next to the
only remaining coal mining site in the jurisdiction, which
currently employs more than X,000 people.

Considering the NDC in the entity’s jurisdiction, the
entity is pursuing a ‘just transition’ to a lower-carbon
economy. That is, the entity is transitioning to a
lower-carbon economy in a way that is as fair and
inclusive as possible to everyone concerned and
maximises opportunities for decent work among all
communities, workers and social groups. The entity
anticipates that its jurisdiction will introduce regulation
requiring entities to undertake their transition to a
lower-carbon economy in this manner.

Consequently, the entity identifies regulatory risk
associated with the NDC in its jurisdiction as a
climate-related risk to which it is exposed. The latest
international agreement on climate change, and the
NDC arising from it, were developed to combat climate
change. If the entity is not able to comply with the ‘just
transition’ requirements associated with the NDC, there
can be regulatory, reputational and legal consequences,
which can affect the entity’s prospects.


https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf

Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

Overview of climate-related opportunities

Climate-related opportunities

Resource efficiency

Energy source

Reduced operating

costs can be achieved

through the more
efficient use of

Low emission and
renewable energy
opportunities such as
access to lower cost
energy from solar
and new markets
supporting the
development of
these assets

Products / Services

Markets

Resilience

Development of low-
emission products
and services to meet
shifts in consumer
preferences such as
electric vehicles

New markets are
rapidly emerging in
response to climate

change in developed

and developing
countries providing
opportunities to
diversify income

Resilience refers to
an organisation’s
capacity to respond

to the risks and

opportunities
presented by climate
change for example
the ability to reopen

a business after
major flooding
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Overview of climate oppportunities
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

T

* Use of more efficient modes of transport and
production and distribution processes
* Use of recycling

Resqurce * Move to more efficient buildings
Efficiency . Reduced water usage and consumption

* Use of lower-emission sources of energy
@ * Use of supportive policy incentives
= * Use of new technologies
Energy Source * Participation in carbon market

Development and/or expansion of low emissions
goods and services

Development of climate adaption and insurance
Products risk solutions

& Services * Development of new products or services through
R&D and innovation

B

Access to new markets

Use of public-sector incentives

Access to new assets and locations needing
Markets insurance coverage

e

Participation in renewable energy programs
and adoption of energy-efficiency measures
Resource substitutes/diversification

®

Resilience
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Climate-related opportunities
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
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Climate-related opportunities Potential financial impacts

— Use of more efficient modes of
transport

— Use of more efficient production
and distribution processes

— Use of recycling
— Move to more efficient buildings

— Reduced water usage and
consumption

Reduced operating costs (e.g., through efficiency gains and
cost reductions)

Increased production capacity, resulting in increased
revenues

Increased value of fixed assets (e.g., highly rated energy-
efficient buildings)

Benefits to workforce management and planning (e.g.,
improved health and safety, employee satisfaction)
resulting in lower costs
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Resource efficiency

Reduced operating costs can be achieved through the more efficient use of resources such as installation of
energy efficient lighting and the reduction of waste.

Energy and fuel efficiency

Waste h*
Water consumption N A B E R S

(National Australian Built Environment Rating System)

Staff training

Travel policies

Review scope 3

e Upstream and downstream emissions

« Engagement with suppliers, customers, other
stakeholders

» Leased premises

« Consider control, relationship with landlord, (ISTAR  2STARS | SSTARS  4STARS  SSTARS 6 STARS
lease term/relocation opportunities o e Avemes - Excell rket Leading
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Climate-related opportunities
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Climate-related opportunities Potential financial impacts

— Use of lower-emission sources of — Reduced operational costs (e.g., through use of lowest cost
energy abatement)

— Use of supportive policy incentives — Reduced exposure to future fossil fuel price increases

— Use of new technologies — Reduced exposure to GHG emissions and therefore less

— Participation in carbon market sensitivity to changes in cost of carbon

— Shift toward decentralized energy — Returns on investment in low-emission technology

generation — Increased capital availability (e.g., as more investors favor
lower-emissions producers)

o
o
3
n
&2
o
=
i

— Reputational benefits resulting in increased demand for
goods/services

41
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Energy source

The transition to low emission and renewable energy presents organisations with opportunities such as
access to lower cost energy from roof top solar and new markets supporting the development of these
assets.

Australia has some of the best solar resources in the world. (ANU
Fenner School in Australian Academy of Science, 2016).

Solar and storage

Power purchasing agreements
Green energy retailers
Bio-fuels

Ethanol blends

vV v v v 'Y

s
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Climate-related opportunities
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
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Climate-related opportunities Potential financial impacts

— Development and/or expansion of
low emission goods and services

— Development of climate adaptation
and insurance risk solutions

— Development of new products or
services through R&D and
innovation

— Ability to diversify business activities

— 5hift in consumer preferences

Increased revenue through demand for lower emissions
products and services

Increased revenue through new solutions to adaptation
needs (e.g., insurance risk transfer products and services)

Better competitive position to reflect shifting consumer
preferences, resulting in increased revenues
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Products and services

Development of low-emission products and services
to meet shifts in consumer preferences such as
electric vehicles

Alternate products or services
Supplier-Specific Emissions Factors (SSEFs)
Product-Specific Emissions Factors (PSEFs)

vV v . v v

Consider relationship with market risks

e Scope 3 calculation requirements for AASB S2
provide opportunity compared to international
competitors
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Climate-related opportunities
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Climate-related opportunities Potential financial impacts

— Access to new markets — Increased revenues through access to new and emerging

~ Use of public-sector incentives markets (e.g., partnerships with governments,
development banks)

— Access to new assets and locations
needing insurance coverage — Increased diversification of financial assets (e.g., green

bonds and infrastructure)

43
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Markets

New markets are rapidly emerging in response to
climate change in developed and developing
countries providing opportunities to diversify income
such as the opportunity for primary producers to
generate carbon credits.

» Consider relationship with market risks
e Industry leader/competitive advantage

e AASB S2 requirements provide opportunity
compared to international competitors

» Emerging industries
e New customers?
e Opportunities for service organisations
 Complementary products
Target countries based on policy review

Carbon credit generation and diversification of
income source
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Climate-related opportunities
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Climate-related opportunities Potential financial impacts

— Participation in renewable energy — Increased market valuation through resilience planning
W programs and adoption of energy- (e.g., infrastructure, land, buildings)
§ efficiency measures — Increased reliability of supply chain and ability to operate
= — Resource substitutes/diversification under various conditions
E — Increased revenue through new products and services

related to ensuring resiliency

a4
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Resilience

Resilience refers to an organisation’'s capacity to respond to the risks and opportunities presented by climate
change for example the ability to reopen a business after major flooding

Opportunity to build climate resilience and consequently gain competitive advantage and increased access to staff in

the industry through continued proactive management of climate-related risks and opportunities.
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Climate-related risks

https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-

naturesocialaspectsofclimate-relatedrisks-dec2023.pdf

Example 2

The entity operates in the forestry management industry.
It grows and harvests trees and sells the timber to
companies that manufacture wood-based products for  The building sector generates significant greenhouse

the building sector. gas (GHG) emissions, which are the primary driver
of climate change. In recent years, a number of new
regulations, building codes and other industry standards
have been developed with an aim to reduce such
emissions in the sector. As a result, the market demand
for timber is growing because using wood instead of
other building materials (such as steel and concrete) can
help to meet the new regulations, building codes and
other industry standards and achieve decarbonisation
goals in the sector. That is because trees absorb
and store carbon and manufacturing wood-based
products produces lower GHG emissions compared to
other materials.

The entity identifies the growing market demand

for timber in the building sector as a climate-related
opportunity to which it is exposed. The entity determines
that it can increase its revenue by responding to that
demand, which can affect the entity’s prospects.
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Time horizons (Short, medium or long term)
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Scenario-Analysis-Guidance.pdf

1.3.2 Time Horizon

Scenarios describe a future outcome at a In setting time horizons for its scenario analysis,

particular time horizon. Choosing a time horizon a company should consider:
involves a trade-off between too short —

where developments may not be sufficiently « time horizons that are compatible with the
differentiated — and too long — where

uncertainties may overwhelm useful analysis. company’s (1) capital planning and investment

“The time horizon for scenarios should be short horizons and {2] the useful life of ITIEIj'DI'

enough so that they are plausible but long enough t d
for us to imagine that important changes with an company assets an

impact on the future business can take place.”**
* time horizons that are harmonized or anchored

In setting climate-related scenario time . . . . .
& with those of national and international climate

horizons, companies should challenge

their thinking about traditional planning policy communities (e.g., 2030 and 2050).
horizons, which are often too short. Scenario Harmonizing company scenario time horizons
time horizons are typically longer than many i )
corporate planning horizons. Scenario time to ke}" years and the ':}"'EI'E of the climate leIC}f
horizons that are too short may result in simple [Dmmunit}r can prguide an impgrtant anchor

extrapolations of current thinking and trends, to. and context with glnhal climate scenarios
and therefore not reveal the information needed ' ' '

to assess the resilience of the company's climate- as well as enhance comparability.

related strategy.

Page 18
Page 17
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Next, a company should determine the time

T'ime hOr'iZOﬂS (ShOrt, med'ium or long term) horizon over which the focal question(s) will

be considered. For instance, will the scenarios

TCFD_Guidance-Scenario-Analysis-Guidance.pdf or some other time horizon? In determining the
appropriate time horizon, companies may want
to consider such factors as corporate capital
planning and investment horizons, and the
useful life of major company assets.

In addition, a company may want to align
scenario time horizons with those used in the
scenarios of the climate research community.
For example, a company might consider

time horizons that align with the cycles for
major refreshes of Nationally Determined
Contributions under the Paris Agreement.

“Using a time frame that extends only a few years
into the future fails to take into account important
questions whose answers might depend

on climate change effects that will become
perceptible several years or decades down the
line, but which nonetheless might be deemed
material to the value of a company today.”"’*

Page 75
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Time horizons (Short, medium or long term)

https://assets.bbhub.io/company/sites/60/2020/09/2020-
TCFD Guidance-Scenario-Analysis-Guidance.pdf

Figure E2

Determining Financial Implications by Time Horizon

Financial Implications
Broad conceptualization
of possible financial
pathways

Strategic Thinking

>
10 Years Informed by Scenarios

Financial Implications
Broad estimates of relative
shifts in capital expenditures
due to climate change

Strategic Planning Informed by
Scenarios Capital Planning

Financial Implications
Projections/estimates of potential
returns on specific planned responses

to climate-related risks and opportunities

Project Planning, Financial Analyses
of Strategic Projects & Initiatives
Formulating Financial Strategy

Financial Implications

Estimates/actual climate change impacts
on current revenues and costs, budgets
& value of assets and liabilities

0-2 Years
Formulating Operating Plans & Budgets

Present
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Definition of business model
Appendix A of AASB S2

An entity’s system of transforming inputs through its activities into outputs and outcomes that
aims to fulfil the entity’s strategic purposes and create value for the entity and hence generate
cash flows over the short, medium and long term
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Strategy and decision-
making
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Definition of climate-related transition plan
Appendix A of AASB S2

» An aspect of an entity’s overall strategy that lays out the entity’s:

o Targets,
e Actions (e.g. reducing its greenhouse gas emissions), or

e Resources
for its transition towards a lower-carbon economy
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Scope of AASB 52
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf

Figure 1
Climate-Related Risks, Opportunities, and Financial Impact
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Climate resilience
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Definition of climate resilience
Appendix A of AASB S2

» The capacity of an entity to adjust to climate-related changes, developments or uncertainties

» Climate resilience involves:
« (Capacity to manage climate-related risks
« (Capacity to benefit from climate-related opportunities
« Ability to respond and adapt to climate-related transition risks
e Ability to respond and adapt to climate-related physical risks

» An entity’s climate resilience includes both its
e Strategic resilience and
e |ts operational resilience

to climate-related changes, developments and uncertainties
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Mandatory requirement to conduct a scenario analysis
AASB S2 paragraph 22

» The following is an extract from AASB S2 paragraph 22:

“... The entity shall use climate-related scenario analysis to assess its climate resilience using
an approach that is commensurate with the entity’s circumstances (see paragraphs B1-B18). In
providing quantitative information, the entity may disclose a single amount or a range ...”
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IBDO IDEAS | PEOPLE | TRUST

Part 1
What is scenario analysis?
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What is a scenario?

* Ascenario describes a path of development leading to a
particular outcome

« Scenarios are not intended to represent a full description of
the future, but rather to highlight central elements of a
possible future and to draw attention to the key factors that
will drive future developments

« They are hypothetical constructs, not forecasts, predictions
or sensitivity analyses
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What is scenario analysis?

« Scenario analysis is a tool to enhance critical strategic
thinking

* Akey feature of scenarios is that they should challenge
conventional wisdom about the future

* In a world of uncertainty, scenarios are intended to explore
alternatives that may significantly alter the basis for
“business-as-usual” assumptions
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Scenario analysis characteristics

Plausible

Distinctive

Consistent

Relevant

Challenging

The events in the scenario should be possible and the narrative credible (i.e. the descriptions of
what happened, and why and how it happened, should be believable)

Each scenario should focus on a different combination of the key factors.

Scenarios should be clearly differentiated in structure and in message, not variations on a single
theme

Multiple scenarios should be used to explore how different permutations and/or temporal
developments of the same key factors can yield very different outcomes

Each scenario should have strong internal logic.

The goal of scenario analysis is to explore the way that factors interact, and each action should have
a reaction

Neither actors nor external factors should completely overturn the evidence of current trends and
positions unless logical explanations for those changes are a central part of the scenario

Each scenario, and the set of scenarios taken as a whole, should contribute specific insights into the
future that relate to strategic and/or financial implications of climate-related risks and opportunities

Scenarios should challenge conventional wisdom and simplistic assumptions about the future
When thinking about the major sources of uncertainty, scenarios should try to explore alternatives
that will significantly alter the basis for business-as-usual assumptions
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OPLE | TRUST

Part 2
Scenario analysis and
climate reslience
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Applying scenario analysis to strategic planning and management of climate-related risks

and opportunities

1

Ensure governance is in place: Integrate scenario analysis into strategic planning and/or enterprise risk management processes. Assign oversight to

relevant board committees/sub-committees. Identify which internal (and external) stakeholders to invalve and how.

Assess materiality of
climate-related risks

Market and

Technology
Shifis

Reputation

Policy and
Legal Risks

Physical

What are the current and
anticipated organizational
exposures to climate-related
risks and opportunities? Do
these have the potential to
be material in the future?
Are organizational
stakeholders concerned?

3

Identify and define range
of scenarios

Scenarios inclusive of a
range of transition and
physical risks relevant to
the organization

What scenarios (and
narratives) are appropriate,
given the exposures?
Consider input parameters,
assumptions, and analytical
choices. What reference
scenario(s) should be used?

4

Evaluate business impacts

Timing

Evaluate the potential effects
on the arganization's
strategic and financial
position under each of the
defined scenarios. |dentify
key sensitivities.

Identify potential
responses

Responses might include

+ Changes to business model
+ Changes to portfolio mix

» Investments ir pabilities

and technologies

Use the results to identify
applicable, realistic decisions
to manage the identified
risks and opportunities.
What adjustments to
strategic/financial plans
would be needed?

Document and disclose: Document the process, communicate to relevant parties; be prepared to disclose key inputs, assumptions, analytical methods,
outputs, and potential management responses.

TCFD Technical Supplement (p 7)
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Roadmap to implement AASB 52

PROJECT STREAMS

COMPLIANCE FOCUS:
Carbon Footprint
Measurement

COMPLIANCE FOCUS: Climate-

related disclosures

Financial year ending on 31 March 2026

3.

Mandatory calculation and reporting of Scope 1 and 2 emissions, subject to assurance:

Set carbon inventory boundary

Financial year ending on 31 March 2027

Develop a Basis of Preparation (carbon accounting methodology)

Measure and report Scope 1 and Scope 2 emissions

Scope 1 and 1.
2 emissions 2.

4.
Scope 3 emissions

Initial measurement (significant estimation) and report
internally Scope 3 emissions
Set targets in relation to scope 1, 2 and 3

Mandatory calculation and external reporting of Scope
3 emissions

Mandatory reporting of all AASB S2 disclosures:

AASB S2
(Mandatory)

Establish or improve appropriate governance and risk
management structure

Conduct a climate risk and opportunity assessment
Prepare a scenario analysis

Financial modelling ot impact on financial statements

. Prepare first mandatory sustainability report, including a

materiality assessment

Ongoing mandatory reporting of all AASB S2
disclosures

STRATEGIC FOCUS:

General sustainability-
related disclosures

Activate sustainability strategy

AASB S$1 .
(Voluntary) .

Step 1 - Current state assessment

Step 2 - Materiality assessment (stakeholder engagement)
Step 3 - Identify gaps

Step 4 - Commit and measure to address gap identified
Step 5 - Prepare separate voluntary sustainability report



https://www.bdo.com.au/en-au/services/advisory/sustainability/sustainability-resources
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TCFD disclosure recommendations

Governance

Disclose the organization’s
governance around climate-
related risks and opportunities.

Recommended Disclosures

Disclose the actual and potential
impacts of climate-related risks
and opportunities on the
organization's businesses,
strategy, and financial planning
where such information is
material.

Recommended Disclosures

Risk Management

Disclose how the organization
identifies, assesses, and manages
climate-related risks.

Recommended Disclosures

Metrics and Targets

Disclose the metrics and targets
used to assess and manage
relevant climate-related risks and
opportunities where such
information is material.

Recommended Disclosures

a) Describe the board's oversight a) Describe the climate-related a) Describe the arganization's a) Disclose the metrics used by the
of climate-related risks and risks and opportunities the processes for identifying and arganization to assess climate-
opportunities. arganization has identified over assessing climate-related risks. related risks and opportunities

the shart, mediurm, and long in line with its strategy and risk
term. management process.

b) Describe management's role in b) Describe the impact of climate- b) Describe the arganization's b) Disclose Scope 1, Scope 2, and,
assessing and managing related risks and opportunities processes for managing if appropriate, Scape 3
climate-related risks and an the organization's climate-related risks. greenhouse gas (GHG)
apportunities. businesses, strategy, and emissions, and the related risks.

financial planning.
c) Describe the resilience of the £) Describe how processes for c) Describe the targets used by

arganization's strategy, taking
into consideration different
climate-related scenarios,
including a 2°C or lower
sCenario.

identifying, assessing, and
managing climate-related risks
are integrated into the
organization's overall risk
management.

the arganization to manage
climate-related risks and
apportunities and performance
against targets.

Recommendations of the TCFD (p 14)
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Scenario analysis and financial implications by time horizon

Financial Implications
Broad conceptualization
of possible financial
pathways

Strategic Thinking

-
10 Years Informed by Scenarios

Financial Implications
Broad estimates of relative
shifts in capital expenditures
due to climate change

Strategic Planning Informed by
Scenarios Capital Planning

Financial Implications
Projections/estimates of potential
returns on specific planned responses

to climate-related risks and opportunities

Project Planning, Financial Analyses
of Strategic Projects & Initiatives
Formulating Financial Strategy

Financial Implications

Estimates/actual climate change impacts
on current revenues and costs, budgets
& value of assets and liabilities

0-2 Years
Formulating Operating Plans & Budgets

Present

170 TCFD Scenario Analysis Guidance (p 49)



Australian Sustainability Reporting Standard
AASB S2 - Climate-related Disclosures
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Disclosure requirements of AASB 52

Governance

Governance
processes, controls
and procedures used
to monitor, manage
and oversee climate-
related risks and
opportunities.

9 disclosure
requirements

Strategy

The entity's strategy
for managing
climate-related risks
and opportunities,
including
understanding current
and anticipated
financial effects
and the entity’s
climate resilience.

56 disclosure
requirements

Risk management

Processes to identify,
assess, prioritise and
monitor climate-
related risks and
opportunities,
including integration
into and informing
the entity's overall
risk management
processes.

9 disclosure
requirements

Pillar 4

Metrics and targets

The entity's
performance in
relation to climate-
related risks and
opportunities,
including progress
towards any climate-
related targets set, and
any targets required
to be met by law
or regulation.

45 disclosure
requirements

General
requirements
from AASB S1

How an entity
prepares and reports
its climate-related
financial disclosures.
General requirements
for the presentation
of those disclosures,
guidelines for
their structure and
requirements for
their content.

31 disclosure
requirements
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Disclosure requirements of AASB S2

8 The objective of climate-related financial disclosures on strategy is to enable users of general purpose
financial reports to understand an entity’s strategy for managing climate-related risks and
opportunities.

9 Specifically, an entity shall disclose information to enable users of general purpose financial reports to

Strategy understand:
(a) the climate-related risks and opportunities that could reasonably be expected to affect the entity’s
The entity's strategy prospects (see paragraphs 10-12);
for managing (b) the current and anticipated effects of those climate-related risks and opportunities on the entity’s
climate-related risks business model and value chain (see paragraph 13);

and opportunities, (c) the effects of those climate-related risks and opportunities on the entity’s strategy and decision-

including making, including information about its climate-related transition plan (see paragraph 14);
understanding current (d) the effects of those climate-related risks and opportunities on the entity’s financial position,
and anticipated financial performance and cash flows for the reporting period, and their anticipated effects on the

. . entity’s financial position, financial performance and cash flows over the short, medium and long
financial effects term, taking into consideration how those climate-related risks and opportunities have been factored
and the entity's into the entity’s financial planning (see paragraphs 15-21); and

climate resilience. (e) the climate resilience of the entity’s strategy and its business model to climate-related changes,
developments and uncertainties, taking into consideration the entity’s identified climate-related
risks and opportunities (see paragraph 22).

56 disclosure
requirements
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Types of scenario analysis

Types of scenario
EWAR

Scenario analysis to identify

and assess climate risks
» Stress testing
» Sensitivity analysis

Scenario analysis to assess

climate resilience
» Exploratory scenarios

Clarifying climate-related scenario analysis: A guide to AASB S2 compliance - BDO
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https://www.bdo.com.au/en-au/insights/esg-sustainability/clarifying-climate-related-scenario-analysis-a-guide-to-aasb-s2-compliance
https://www.bdo.com.au/en-au/insights/esg-sustainability/clarifying-climate-related-scenario-analysis-a-guide-to-aasb-s2-compliance
https://www.bdo.com.au/en-au/insights/esg-sustainability/clarifying-climate-related-scenario-analysis-a-guide-to-aasb-s2-compliance
https://www.bdo.com.au/en-au/insights/esg-sustainability/clarifying-climate-related-scenario-analysis-a-guide-to-aasb-s2-compliance
https://www.bdo.com.au/en-au/insights/esg-sustainability/clarifying-climate-related-scenario-analysis-a-guide-to-aasb-s2-compliance
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Corporations Act 2001

» Amended by Treasury Laws Amendment (Financial Market Infrastructure and Other Measures) Bill 2024

P Section 296D Climate statement disclosures (and explanatory memorandum) requires scenario analysis to

be carried out using at least:
a) high global warming scenario - the increase in the global average temperature of 2.5°C or higher
AND

b) low global warming scenario - the increase in the global average temperature is limited to 1.5°C

Australian Government
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External scenario sources
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High global warming scenario
Limit warming to 3°C

Limited shift in the social, economic, and
technological trends

Some countries make good progress however
others fall short of expectations.

Slow progress towards SDGs and
environmental degradation leading to
decrease in overall resources.

Low global warming scenario
Limit warming to 1.5 °C (no overshoot)

Gradually but consistently shift towards a
more sustainable path.

The emphasis shifts from economic growth to
human well-being with a drive to achieve
SDGs

Reduced inequality across countries.

Intergovernmental Panel of Climate Change (IPCC)

Scenarios and pathways across AR6 Working Group reports

GHG emissions scenarios

Category description {SSPx-y*) in WGI & WGII L A
IETRIILIN.  veysas

limit warming to 2°C (>50%)
limit warming to 3°C (>50%) Intermediate (SSP2-4.5) RCP 4.5
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14

IPCC scenarios

Limiting warming to 1.5°C and 2°C involves rapid, deep and
in most cases immediate greenhouse gas emission reductions

Met zero CO, and|net zero GHG emissions can be achieved through strong reductions across all sectors
a) Net global greenhouse 3
- gas (%HG} emissions ol

219 emissions were

= I/ 12% higher than 2010

o h \ . N

? = ?_,- Implemented policies result in projected

L . - emissions that lead ta'ﬂrmir; of 3.2°C, with

Eﬁ ol : |I a r:mge:-i 2.2°C to 3.5°C (needium confidence)

& 1-11

e |

§ -

o & Implemented policies

£ (median, with percentiles 25-75% and 5-95%)
g —— Limit warming to 2°C (>67%)

% 0 Limitwarming to 1.5°C (>50%)

a2 with no o limited overchoot
B

5 m— Pasi emnissions (2000-2015)

2 —{net zero} T Model range for 2015 emissions
& T Past GHG emissions and uncertainty for

i 2015 and 2019 (dot indicates the median)
) ‘::..' i."".l 2 ".IIEL" & L"ILL' iL'%f'.l F. i.'-E-"J 14 'Ili.'L'l

With every increment of global warming, regional changes in mean
climate and extremes become more widespread and pronounced

the Lase time global surface temperoture was saarolned

ot or abewe 2.5°C was over 3 miillice years age

The worldat  The world at |

+15°C *2°C |

Global warming level (GWL) above 1850-1900

p——

a) Annual hottest-day temperature change Annual hottest day temperature is projected to increase most

< T () {1.5-2 times the GWL) in some mid-latitude and semi-and
8 1 2% W 8 & 7 gt regions, and in the South American Monsoon region.
1§ L)

b) Annual mean total column soil moisture change Froections of annual mean soil moisture fargely follow

change (o) projections in annual mean precipitation but also show
15

15 =10 05 0 05 some differences due to the influence of evapatranspiration

| )
¢) Annual wettest-day precipitation change

Tl change (%)
-40 -30 -20 -10 0 10 20 30 40

Annual wettest day precipitation is projected to increase
in almost all continental regions, even in regions where
projected annual mean soil moisture dedines.
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Network for Greening the Financial System (NGFS)

Scenarios considering physical and transition risks

.=
4 Disorderly Too little, too late ARG Surface Temperature (GSAT) increase (50th)
w—— Below 2°C
275 1w Current Policies
Y === Delayed transition
Delayed @ 250 4 == Fragmented World
v
Transition £ == Low Demand
5 Jps | — NDGs
2 < s Net Zero 2050
= 8.
: :
g < 200 4
- g
~ Net Zero 2
2050 L e — -
(1.5°C) g — e
2 150 -
°
o
Low Current v
| Demand Policies 1.25 -
z Orderly Hot house world . T T T T T T r T
— ¥ 2020 2030 2040 2050 2060 2070 2080 2090 2100

Year

Low Physical risks High
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NGFS scenarios

Scenario

Warming

Policy reaction

Technology change

Carbon dioxide removal

Regional policy variation

Risks

(

2.99C (high)

None - current policies

Slow change

Low use

Low variation

Severe physical risks

1.49C (low)

Immediate and Smooth

Fast change

Medium-high use

Medium variation

Significant transition risks
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International Energy Agency (IEA)
Scenarios developed using Global Energy and Climate (GEC) Model

Figure 5.29 = Temperature rise by scenario in 2050 and 2100

High global warming scenario 2050 2100
° Warm-lng - 2.9°C (med]an) . [T e I o Eth - 95th
percentile
» Current policy and regulation settings ) \edian
» Cautious perspective on speed of deployment @ |
and integration of new energy technologies 2 O BN ¢

Low global warming scenario

* Net Zero Emissions by 2050 (NZE) cPs STEPS cPs STEPS
* Warming below 1.5 °C

Median femperature rizse in 2100 Iz 2.9 °C in the CPS and 2.5 °C in the STEPS:

° PrOV]deS SeCtOF-by-SeCtOF PathwayS to aCh]eve in the CPS there is about an 8% chance of a lfemperalture rise above 4 °C in 2100
ta rgets - : - —
MNotes: STEPS = Stated Policies Scenario; CPS = Current Policies Scemario. Figure shows the long-term global
° Recogn'ises each Country W]ll have ]ts own mean temperature rise equal to the mid-point of a 20-year average of the combined land and marine near-
surface temperature anomaly relative to 1850-1900, corresponding to the Intergovernmental Panel on
route Climate Change Sixth Assessment Report definition of warming of 0.85 "C between 1995-2014 (|PCC, 2021).

Source: IEA analysis based on the outputs of MAGICC 7.5.3.
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International Energy Agency (IEA)
NZE and CPS scenarios

Low global warming scenario (NZE)

Energy-related and other GHG emissions, and energy-related

Figure 7.6 =
CO: emissions by sector in the NIE Scenario, 2010-2050

Energy-related and other GHG emissions

€0, emissions by sector

15
Other GHGs e 10
Transport
Builldings
Energy-related GHGs . ‘_\
2010 2030 2050 2010 2030 2050

Global energy-related GHG emissions fall by around 557 by 2035,
led by rapid reductfions in the eleckicity sector and in methane emizsions

Mote: GHG = greenhouse gases; C0;:-eq = carbon-dioxide equivalent. Other includes agriculture, forestry and

ather land use (AFOLU) and waste.
Sources: AFOLU emissions based on IEA modelling and Land-Use Anakytic.
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High global warming scenario (CPS)

CO: emissions by sector and region in the CPS, 2015-2050

Figure 3.3
By sector on
E Power
12 30
B e Report
d e e s s Biilldia g 10
2015 2024 2035 2050 2015 2024 2035 2050
W Morth America W European Union ™ Japan and Korea B China  m India
B Southeast Asia W C & S America B Middle East Africa Rest of world
CCBY 4.0

CO: emizzlons increase in industry and fransport bul decline in power,
leading fo a brood plateau in emissions through fo 2050

Mote: Gt C0: = gigatonnes of carbon dioxide; C & S America = Central and South America.
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External Scenarios
Summary of IPCC, NGFS and IEA scenarios

High — o
warming TN

R

Slow climate action

. ] and technology
scenarios Warén:‘r:(g: bggvé’een change around the
. } world

Low use of carbon dioxide

removal technology

Degrading
Environment Inequality persists

Low N~
warming  — —
scenarios D . ,

Strong climate action

Warming llmited and technology change
to 1.5°C around the world

.............

Accelerated use of carbon
dioxide removal technology

@ﬂi 2@ 9

Preserving Nature Reduced Inequality
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Questions to consider

Looking at the Current Situation

Looking Back

Looking Forward

* What current climate-related risks
do you think the company faces today
and that could affect business strategy
and ambitions?

* What climate-related risks do you
think are being underestimated by the
company in their ability to meet their
business strategy and ambitions?

* What is your recent experience of
actual climate-related impacts on your
specific activity (and more broadly on
the company's business)?

+ What previous trends, cycles,
or risks related to climate do you
think might reoccur and impact
business strategy and ambitions?

* In your view, which climate-related
risks do you think the company
needs to get right to fulfill its
ambition and mission?

* What emerging trends or signals
related to climate change
concern you?

* What do you think could be the
potential implications on your
specific activity (and more broadly
on the company) for climate factors
—such as (1) an increase in average
global temperature and (2) a low-
carbon economy — and when could
these occur?

TCFD Scenario Analysis Guidance (p 21)
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SCENARIO DEVELOPMENT PROCESS

Ensuring organisational
requirements for scenario
analysis

Step 1: Assess the external

environment

Step 2:

a) Formulate focal question
b) Define time horizons

Step 3: Driving forces
a) ldentification
b) Rate and rank

Step 4: Draft narrative

Step 5:
a) Quantification

b) Quality
c) Finalise scenarios

Draw conclusions

Develop strategy options

Step 6: ldentify metrics for
monitoring future
developments
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Step 1 - Assess the external environment
Past and current trends

Australia’s National Climate Risk Assessment - Assessing Australia’s climate risks - DCCEEW

Australian Australian
Climate Climate
Service Service

— e 2025
2025

The Australian Climate Service is a partnership of:

fiss iy Australia’s National @ Austraian
T e e . . Australian Government Bureau of Australian Government
% an:l e Climate Risk Assessment —— e

Australia’s National Climate Pt AN
Risk Assessment: An OVEervieW  Burcau of Meteorology

Bureau of
Statistics
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https://www.dcceew.gov.au/climate-change/policy/adaptation/ncra
https://www.dcceew.gov.au/climate-change/policy/adaptation/ncra
https://www.dcceew.gov.au/climate-change/policy/adaptation/ncra
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Step 1 - Assess the external environment
Australia’s 2035 target and path to net zero

Australian Government

@

Natlona! Australia’s " Australia’s Net Zero an‘;dﬁ,']'q'ﬂfiiﬁif;ﬂjf;ﬁ”f;'ogy
Adaptation Plan Net Zero Plan 2035 and Net Zero
Emissions — Final

Report

George Verikios, Luke Reedman, David Green, Martin Nolan,
Vingying Lu, Shelley Rodriguez, Mythili Murugesan, Lisa
Havas, Sam West and Rosie Dollman

June 2025

Report prepared for The Climate Change Authority

2035 Aovice

Available at: https://www.climatechangeauthority.gov.au/sites/default/files/documents/2025-09/2035%20Targets%20Advice%s20Report.pdf, https://www.dcceew.gov.au/sites/default/files/documents/national-adaptation-plan.pdf,
https://www.dcceew.gov.au/sites/default/files/documents/net-zero-report.pdf, https://treasury.gov.au/sites/default/files/2025-09/p2025-700922.pdf and https://www.csiro.au/-/media/Environment/25-00150_CSIRO-Modelling-and-

Additional-Scenario-Summary-Report_FINAL_250903.pdf.
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Step 1 - Assess the external environment
Australia’s sector plans

A s e ‘ A e A st e A s A s e

Electricity and Energy Industry Sector Plan Resources Sector Plan Built Environment Transport and
Sector Plan September 2025 September 2025 > Sector Plan Agrlcultu re - - m:;azsg:éc};\él:dma
2025 :m::’u‘:?(::t‘.;mﬁ:"“" ol Yo wmmammmw:ﬂ:::wm Treasury and Department of Climate Change, a nd La n d R

Energy, the Environment and Water
September 2025

Sastar Plan and Action Plan

Transport Sector Plan
September 2025

Available at: https://www.dcceew.gov.au/sites/default/files/documents/electricity-energy-sector-plan-2025.pdf, https://www.industry.gov.au/sites/default/files/2025-09/disr-industry-sector-
plan.pdf, https://www.industry.gov.au/sites/default/files/2025-09/disr-resources-sector-plan.pdf, https://treasury.gov.au/sites/default/files/2025-09/p2025-698821.pdf,

https://www.agriculture.gov.au/sites/default/files/documents/agriculture-and-land-sector-plan.pdf and https://www.infrastructure.gov.au/sites/default/files/documents/transport-and-infrastructure-
net-zero-roadmap-and-action-plan.pdf.
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Step 3 - lIdentify, rate and rank driving forces

External forces relevant to focal question that directly affect company (or key stakeholder) ranked by level
of uncertainty and impact.

Social Technology Economic

Social/Lifestyle Factors Basic Research Trends Macroeconomic Trends
Demographic Patterns Emerging Technologies Microeconomic Trends
Health & Education Trends Technology Diffusion Regional/National Variations
Civil Stability & Tensions Financial Capital Trends

Trade Rules/Protectionism

Environment

Ecosystem Trends Energy
Climate/Weather Trends Waste Disposal
Pollution Land Use

Recycling

TCFD Technical supplement (p 77)
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Step 4 - Draft narrative for scenarios

» Determined by key drivers - high impact/high uncertainty

» Each scenario focuses on different combination of the
driving forces

» Describe impact over the scenario time horizon
P Link global climate scenarios to a company-level scale
» Challenge conventional thinking about the future

Understanding the Relationship Between
Global Climate Goals and Companies

Climate Goals

(e.g., limit < 2°C) Company
T 10
2 9
Z8
g7
@ 6 Potential Potential Potential
25 Global » National » Subnational »
34 GHG Budgets GHG GHG
3 ; & Pathways? Pathways? Pathways?
]
&1
& o | |
2000 2200 Potential energy systems, economic activity, and policy?

Source: Rose and Scott, 2018

Exploratory Scenarios

Different pathways leading
to different plausible futures

e :I] N
Warmmg between
2.4°C - 3°C

_©_

Warmmg limited
to 1.5°C
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Step 5a - Quantification

» Key trends and drivers
» Company and industry KPIs

» Plausible impacts on markets, investments, suppliers

and customers

» Impacts on revenue, costs, capital expenditure, etc.

» Financial modelling
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TCFD Final Report TCFD Technical Supplement

https://assets.bbhub.io/company/sites/60/2020 https://assets.bbhub.io/company/sites/60/2020/10/FIN
/10/FINAL-2017-TCFD-Report-11052018.pdf AL-TCFD-Technical-Supplement-062917.pdf

Final Report Technical Supplement

Recommendations of The Use of Scenario
the Task Force Analysis in Disclosure
on Climate-related of Climate-Related
Financial Disclosures Risks and

Opportunities

TASK FORCE ON CLIMATE-RELATED
TASK FORCE ON CLIMATE-RELATED
Tcm | FINANCIAL DISCLOSURES Tcm ’ FINANCIAL DISCLOSURES



https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-TCFD-Technical-Supplement-062917.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-TCFD-Technical-Supplement-062917.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-TCFD-Technical-Supplement-062917.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-TCFD-Technical-Supplement-062917.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-TCFD-Technical-Supplement-062917.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-TCFD-Technical-Supplement-062917.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-TCFD-Technical-Supplement-062917.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-TCFD-Technical-Supplement-062917.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-TCFD-Technical-Supplement-062917.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-TCFD-Technical-Supplement-062917.pdf
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TCFD Guidance on Scenario Analysis
https://assets.bbhub.io/company/sites/60/2020/09/20

20-TCFD Guidance-Scenario-Analysis-Guidance.pdf

-

Guidance on Scenario Analysis
for Non-Financial Companies

R,

Requirements of AASB 52

https://standards.aasb.gov.au/sites/defa

ult/files/2024-10/AASBS2_09-24.pdf

Australian Sustainability Reporting Standard AASE 52
Seplember 2024

Climate-related Disclosures

Australian Covermment

Aastralian Acosmting
Sranidards Baard



https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Scenario-Analysis-Guidance.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Scenario-Analysis-Guidance.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Scenario-Analysis-Guidance.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Scenario-Analysis-Guidance.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Scenario-Analysis-Guidance.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Scenario-Analysis-Guidance.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Scenario-Analysis-Guidance.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Scenario-Analysis-Guidance.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Scenario-Analysis-Guidance.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Scenario-Analysis-Guidance.pdf
https://standards.aasb.gov.au/sites/default/files/2024-10/AASBS2_09-24.pdf
https://standards.aasb.gov.au/sites/default/files/2024-10/AASBS2_09-24.pdf
https://standards.aasb.gov.au/sites/default/files/2024-10/AASBS2_09-24.pdf
https://standards.aasb.gov.au/sites/default/files/2024-10/AASBS2_09-24.pdf
https://standards.aasb.gov.au/sites/default/files/2024-10/AASBS2_09-24.pdf
https://standards.aasb.gov.au/sites/default/files/2024-10/AASBS2_09-24.pdf
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External scenarios

The Intergovernmental Panel of Climate Change (IPCC)
https://www.ipcc.ch/

ipcc Network for Greening the Financial Sector

INTERGOVERNMENTAL PANEL oN ClimaTe change

https://www.ngfs.net/ngfs-scenarios-portal/

CLIMATE CHANGE 2023
Synthesis Report

NGFS

+I JOrE I G Efing I||_- Finmnciol Sysban

A Report of the Intergovernmental Panel on Climate Change



https://www.ngfs.net/ngfs-scenarios-portal/
https://www.ngfs.net/ngfs-scenarios-portal/
https://www.ngfs.net/ngfs-scenarios-portal/
https://www.ngfs.net/ngfs-scenarios-portal/
https://www.ngfs.net/ngfs-scenarios-portal/
https://www.ipcc.ch/
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Physical risk models

IDCC @@ |IPCC Working Group | (WGI): Sixth Assessment Report
IPCC WGI Interactive Atlas
https://interactive-atlas.ipcc.ch/

OUR POSSIBLE

IPCC WGI Interactive Atlas . CLIMATE
A novel tool for flexible spatial and temporal . [sc)
analyses of much of the observed and projected A &

climate change information underpinning the § & 2%

Working Group | contribution to the Sixth w&l A <
Assessment Report, including regional synthesis for - -

Climatic Impact-Drivers (CIDs).

Errata and problem reporting License and citation Contact . _w
ﬂ @ = Precipitation

CSIRO
https://www.climatechangeinaustralia.gov.au/en/

Climate information, projections, tools and data



https://www.climatechangeinaustralia.gov.au/en/
https://interactive-atlas.ipcc.ch/
https://interactive-atlas.ipcc.ch/
https://interactive-atlas.ipcc.ch/

Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

External scenarios

World Energy Global Energy and
Outlook Climate Model

Documentation - 2025

International Energy Agency
https://www.iea.org/

>
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G &
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o
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https://www.iea.org/
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Mandatory requirement to conduct a scenario analysis
AASB S2, Appendix A, paragraphs B1 to B18

2 This application guidance (paragraphs BI-B18) draws on the range of practice outlined in documents published by the Task Force on
Climate-related Financial Disclosures (TCFD), including Technical Supprmem The USE ﬂf Scenario Analysis in Disclosure of Climate-
related Risks and Opportunities (2017) and Guidance on Scenario Analysis for Non-Fin | Companies (2020).

AASB 52 18 APPENDIX B
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Unpacking pillar 3:
Risk Management
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Overview of the TCFD Recommendations
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop. pdf

Risk Management

= Disclose how the company
= identifies, assesses, and manages
climate-related risks.

Recommended Disclosures

a) Describe the company’s
processes for identifying and
assessing climate-related risks.

b) Describe the company’s
processes for managing climate-
related risks.

c) Describe how processes for
identifying, assessing, and
managing climate-related risks
are integrated into the
company’s overall risk
management.


https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf
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Overview of AASB S2

Governance

Strategy

Risk Management

Metrics and Targets

Those charge with

Climate-related risks

Processes and related

Carbon footprint

strategy and business
model

analysis

governance and opportunities policies the entity uses (scope 1,2 & 3
(physical risks and to identify, assess, emissions)
transition risks) prioritise and monitor

climate-related risks
Management Climate resilience of | Climate-related scenario |How targets have

been set and progress
towards meeting
targets

Effects of the above
on financial
statements

Integrated into overall

Will carbon credits be

risk management process |used?

and risk register




-
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Importance of
| risk
management
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Importance of risk management
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop. pdf

Disclosing risk management processes provides important context for investors and other users of disclosure

Investors and other users of climate-related financial disclosures are interested in understanding how a company’s
climate-related risks are identified, assessed, and managed and whether those processes are integrated into existing
risk management processes. Such information supports users of climate-related financial disclosures in evaluating the
company’s overall risk profile and risk management activities

» Based on a survey to understand the most useful climate-related information for making financial decisions, users
identified the following types of risk management information as the most useful:

Description of whether the company considers existing and emerging regulatory requirements related to
climate change (e.g., limits on emissions) as part of its risk assessment processes

The company's processes for identifying and assessing climate-related risks

The company's processes for prioritizing climate-related risks, including how materiality determinations are
made

The company's processes for managing climate-related risks, including how it makes decisions to mitigate,
transfer, accept, or control those risks

How the company's processes for identifying, assessing, and managing climate-related risks are integrated into the
company'’s overall risk management


https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf
https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Risk-Management-Workshop.pdf

¢ e
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Pillar 3: Risk Management
AASB S2 paragraphs 8 to 23

Objective

» The objective of climate-related financial disclosures on risk
management is to enable users of general purpose financial
reports to understand:

An entity’s processes to

- ldentify,

- Assess,

- Prioritise and

- Monitor

climate-related risks and opportunities

Whether and how those processes are integrated into and
inform the entity’s overall risk management process
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TCFD guidance
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TCFD guidance

https://assets.bbhub.io/company/site

s/60/2020/09/2020-TCFD Guidance-
Risk-Management-Integration-and-
Disclosure.pdf

Task Force on
Climate-related
Financial Disclosures
Guidance on Risk Management
Integration and Disclosure

TASK FORCE o
CLIMATE-RELATED
FIHAMCLAL
DECLOSURES


https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
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TCFD guidance

https://assets.bbhub.io/company/site
s/60/2020/09/2020-TCFD_Guidance-
Risk-Management-Integration-and-
Disclosure. pdf

“Incorporating climate change risks into

the existing risk management frarmework
is likely to be the best way [0 ensure that
the impact of climate change is properly
consigered in decision making.”


https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf

Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

Unique characteristics of climate-related risks

https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-

and-Disclosure.pdf

Figure C1

Possible Implications of Different Temperature Increases

Warming by 2100

Physical Impacts

s Sea-level rise

D: Chance of ice-free Arctic summer
iy Freguency of extreme rainfall

Increase in wildfire extant

“@ People facing extreme heatwaves

i Land area hospitable to malaria

Economic Impaocts

||
i U Glabal GDP impact (2018: $30tn)

Al Stranded assets

W Food supply

1.5°C 2°C

03-06m 0408m

1in 30 1in6
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¥22 «27
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Changing diets,
yield loss in tropics
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®B0D
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5°C

0.5-1.7 m
& in 6 {1008)
+150%
%26
x300

+d6%

-45%

Physical: uninhabitable
zones, agriculture,
water-intense industry,
lost tourism

60% yield loss, 60%
demand increase


https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
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https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
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https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Risk-Management-Integration-and-Disclosure.pdf
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Unique characteristics of climate-related risks

https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-
and-Disclosure.pdf

Table C1

212

Characteristics of Climate-Related Risks

Different effects
based on geography
and activities

The effects of climate change and climate-related risks occur on local, regional,
and global scales with different implications for different businesses, products
and services, markets, operations, and value chains, among others.

Longer timme
horizons and

long-lived affects

Some climate-related risks exist and play out over time horizons that stretch beyond
traditional business planning and investment cycles. These risks and related impacts
may occur as a result of decades-long changes in driving forces (e.g., greenhouse gas
concentrations in the atmaosphere) leading to climate-related physical or transition risk
changes over the short, medium, and long term.

Movel amd
uncertain nature

Many of the effects of climate change have no precedent, limiting the ability to apply
statistical and trend analysis based on historical data. Climate change is a dynamic
and uncertain phenomenon and possible mitigation responses are also complex,
with many unknowns such as the development and deployment of critical technologies
and adaptation strategies as well as changing market and consumer behaviors.

Changing magnitude
and nonlinear

Climate-related risks may manifest at different scales over time, with increasing
severity and scope of impacts. Climate systems may exhibit thresholds and tipping

dymamics points that result in large, long-term, abrupt, and possibly irreversible changes.™
Understanding the sensitivities of tipping points in the physical climate system, as well
as in ecosystems and society, is essential for understanding climate-related risks.

Complex Risks associated with climate change are interconnected across socioeconomic

relationships and
systemic effects

and financial systems. Such interconnected risks are often characterized by knock-on
effects and systemic effects, requiring a multidimensional perspective to assess the
short-, mediums-, and long-term implications for a company.
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Integration in practice: Key principles and initial steps
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-
and-Disclosure.pdf

Figure D1

Common Risk Management Processes and Key Elements

GOVERNANCE AND STRATEGY SETTING ELEMENTS

Board Oversight Risk Appetite Operating Structures Roles and Responsibilities

Risk ManNAGEMENT PROCESS

ASSESS risks to understand the
severity of effects on business
objectives,

IDENTIFY new, emerging, and
changing risks that may affect a
company’s business objectives.
Assess and
Prioritize
Risk

PRIORITIZE risks to inform
decision-making on risk
responses.

IMPLEMENT RISK RESPOMNSE,
which involves accepting, avaiding,
pursuing, reducing, or sharing risk
based on results of the risk
prioritization.

Irmplement Risk

Response
({Manage Risk)

Risk Taxonomy Risk Approaches* Risk Criteria Risk Tools

ELEMENTS SUPPORTING Risk MANAGEMENT PROCESS
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Sample risk register

Actute physical

Chronic physical

Policy & legal
Technology

Market {customer)

Reputation

Resource

Products and services

Market (capital &
assets)
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Inherent risk rating

— Likelihood (not taking into account existing controls)
| Ratings |__1__
| 5

5 Almost Certain |s expected to occur at some time
4 Likely Will probably occur based on previous experience
3 Possible May occur at some time
2 Unlikely Could occur at some time but chances are remote
| 1 Rare May occur only in exceptional circumstances
Consequences
5 Extreme High regulatory impact, high client impact, financial loss in excess of

$5m, major effect on operations and ongoing viability, greater than
10% impact on targets, adverse media attention, continuation of
business jeopardised

4  Major High regulatory impact, enforcement action by regulator, medium
client and staff impact, potential for legal action, financial loss up to
$2m, major effect on operations, up to 10% impact on targets.

3 Moderate Regulatory impact, medium client and staff impact, financial loss up
to $200k, some effect on operations. up to 5% impact on targets.

2  Minor Mo regulatory impact, low client impact, financial loss up to $50k, no
effect on operations, up to 1% impact on targets

1 Insignificant Mo regulatory impact, no client or staff impact, no financial loss, no
impact on targets
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Inherent risk rating

Table 3b.2: Examples of impact prioritization criteria

Riskrating | Definition

Catastrophic -+ Financial loss: [ ]% of earnings before interest, taxes, depreciation and amortization (EBITDA) or more than
[ 1% impact on share price

* International negative media coverage for more than six months that results in at least [ ]% revenue loss
* More than [ ]% employee turnover

* Prosecution, fines and litigation greater than [ ]% of expenses

* Threatened or actual loss of [ 1% or more strategic customers

High » Financial loss: [ ]% of EBITDA or share price
* Reputation damage from media coverage that persists for one to six months and results in [ 1% nonrecurring revenue loss
* Results from employee survey showing staff morale more than [ ]% less than peer organizations
* Threatened or actual loss of [ 1% strategic customers

Medium * Financial loss: [ ]% of EBITDA or share price

* Reputation damage from media coverage that persists for less than one month and results in [ ]% nonrecurring
revenue loss

* Results from employee survey showing morale [ 1% less than peer organizations
* Threatened or actual loss of [ 1% strategic customers

Low * Financial loss: less than [ 1% of EBITDA or share price
* Local reputation damage from NGO or media resulting in less than [ ]% revenue loss
* Individual feedback from employees on low staff morale
» Customer complaints from less than [ ]% of strategic customers

Please note percentages are not specified as they are for illustrative purposes only.
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Current control environment

Level

4  Excellent System s effective in reducing risk, responsibility clear well
documented, regularly reviewed
3 Good Systems and documentation in place but room for iImprovement
Fair Some controls in place but iIncomplete
1 Poor/ Ad hoc and poorly documented processes. or no controls at all

Unsatisfactory
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Residual risk

Level

H High Immediate action reguired with ongoing active management
5 Significant Review of existing controls required
‘ M Medium Controls in place but require regular review

L Low Risk of little concern and/or effective controls in place
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Integration in practice: Key principles and initial steps
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-

and-Disclosure.pdf

Table D1

Key Principles for Integration

Interconnections. Integrating climate-related risks into existing risk management
requires analysis and collaboration across the company. The principle of interconnections
means all relevant functions, departments, and experts are involved in the integration

of climate-related risks into the company's risk management processes and in the ongoing
management of climate-related risks.

Temporal Orientation. Climate-related physical and transition risks should be analyzed
across short-, medium-, and long-term time frames for operational and strategic planning,
which may require extending beyond traditional planning horizons.

Proportionality. The integration of climate-related risks into existing risk managemeant
processes should be proportionate in the context of the company's other risks, the materiality
of its exposure to climate-related risks, and the implications for the company’s strategy.

)
&
Py

Consistency. The methodology used to integrate climate-related risks should be used
consistently within a company®s risk management processes to support clarity on analysis
of developments and drivers of change over time.
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Integration in practice: Key principles and initial steps

https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-
and-Disclosure.pdf

Figure D2
Examples of Considerations Related to Integration

Governance and Culture Tools and Reporting

Board and management support (pre Step 1 Adequacy of tools (Step 4)
Training (%tep 1)

Responsibilities for risk management (Siep 2)

Adeguacy of data and metrics

Climate change-related incentives Managing limitations of data and tools

Lubcommittee accountability Climate-related risk disclosures

Risk Identification and Assessment Strategy and Risk Appetite

Climate-related risks in risk inventory (Step 3) Incorporation into risk appetite (Step 4)

Approaches updated for climate issues (Step 4] Use of scenario anakysis

Prioritization criteria reviewed (Step 4) Integration into strategic dedsions

Materiality assessment of climate drivers Implementation of risk tolerances

Integration imto policies and procedures

Management of breaches
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Transition risks: ldentification and assessment approaches
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-

and-Disclosure.pdf

Table D2

Transition Risks and Identification
and Assessment Approaches

Type Characteristics

Approaches

Possible Metrics

* Differences in local, regional,
and global requirements and
incentives

« Novel and uncertain effects
of policy and legal actions across
jurisdictions

* Complex relationships

connecting different regulatory
developments across different
actors and departments

Policy and Legal

* Tracking of regulatory
developments

« Ascessment of impact of
regulation, including implications
across operations, supply chains,
and jurisdictions

» Cross-functional,
multidisciplinary collaboration to
identify risks and implications

» Scenario analysis focused on
policy environment, sequence,
timing, and relationships

* Financial impact of carbon pricing
and emission trading

+ Asset write-off, asset impairment,
and retirement cost

« Number of nodes of influence

connecting key policy
developments

« Number of relevant policy
measures and development
timelines

* Number of lawsuits brought
farward
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Transition risks: ldentification and assessment approaches

https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-
and-Disclosure.pdf

Table D2
Transition Risks and ldentification
and Assessment Approaches

Type Characteristics Approaches Possible Metrics
+ Uncertain role of different * Technology assessment and + Cost of supply, rate of return,
solutions and technologies over forecasting return on investment, and

payback periods for different
technologies

time, for different uses, and in

) + Maturity and readiness of
different contexts

technology
* Novel lthnf:nlngues., capabilities, | .o hanefit analysis assaciated F'r-::du_:t development
and applications with key techrologies effectiveness and cost

« Complex relationships among + Analysis of organizational skills » Tirme to market and research and
market conditions, econamics, development success rate

knowledge, and capabilities
and policy environment edg P

associated with key technologies  + Capabilities across peers

Technology

* Mapping of dependencies and « Murmber of and effectiveness
enabling conditions of collaborative research
(e.g., investment, palicy) relationships

+ Scenario analysis focused on + Nurmber of patents

technological development, use,
deployment, and impact
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Transition risks: ldentification and assessment approaches

https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-
and-Disclosure.pdf

Table D2
Transition Risks and ldentification

and Assessment Approaches

Type Characteristics Approaches Possible Metrics

* Novel dynamics and signals from  + Analysis of trends in supply and « Market size

aupplj..r-dernand relationships demand for products + Growth potential
affecting raw materials, products,  and services
and cervicet » Comnmaodity, product, and service

» Comparison of company's

prici
« Nonlinear relationships affecting  position and strategy to ne

M ark et

damand and coste competition « Market coverage and share index
» Complex relationships among  + Engagement with customers * Opportunity and threat index

policy, consumers, and societal and suppliers » Praduct portfalio index

context » Identification of merger and « Revenue mix and sources

acquisition targets
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Transition risks: ldentification and assessment approaches

https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-
and-Disclosure.pdf

Table D2
Transition Risks and Identification
and Assessment Approaches

Type Characteristics Approaches Possible Metrics
+ Magnitude of severity and scope  * Use of social media, customer * Share price change
of impact can ra [.':ldl].r.tha nge, feedback, and market research - Competitors’ market positions
often enabled by the internet and  to track customer sentiment and
: social media changing preferences * Employee satisfaction level
= |+ Nowvel nature of respanses and » Evaluation of employee » Customer loyalty and retention
E reactions as societal awareness engagement and satisfaction level (e.g., net promater score)
2 and understanding shifts . Identification of relationships + Changes in customer satisfaction
* Interconnected issues driving between events and news and « Media and social media sentiment
impacts and actions business and financial impacts

= Mumber of new custamers

+ Independent rankings and ratings
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Transition risks: ldentification and assessment approaches

https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-
and-Disclosure.pdf

Table D3
Physical Risks and Identification
and Assessment Approaches

Type Characteristics Approaches Possible Metrics
* Uncertain timing, scope, and * Use of expert input « Mumber of locations, facilities,
severity of impacts of extreme from meteorologists, business lines, etc. exposed
weather events oceanographers, and climate or affected
+ Different effects based and atmospheric scientists * Duration of event
En et I:E%Ig-;:L}rclgnES. . ' Stmsfs.tgitmg;u af.'ﬁﬁs fiay " Projected or identified loss
urricanes, floods, drought)  sensitivity and resilience of key o, Gamage to business facily
. and geography usiness units and activities supply chain, etc.
E . l:hall'!ging rpag;nltude an.-:l » . ;urecas;ul'lg T{il;gkhlstzr.ical - Projected or identified cost
m.'.t: inear impacts associat ata and lookback studies of business interruption,
Wil Events « Scenario analysis focused on repairs, etc.
. !:nrnplex relationships and fr&quenqr,mt&nsnty, + Projected or identified impact
mtercnnnm:ti:rns between and location of extreme on sales and Consumer
factors and variables that weather events

behawvior

influence weather events + Hazard mapping and

catastrophe modeling

* Insurance costs
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Transition risks: ldentification and assessment approaches
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-
and-Disclosure.pdf

Table D2
Transition Risks and ldentification

and Assessment Approaches

Type Characteristics Approaches Possible Metrics
* Longer time horizons * Use of expert input *» Projected or identified impact
associated with certain climate from meteorologists, on revenues and expenditures
changes (e.g., sea level rise) oceanographers, and climate - Changes in operating and

and atmospheric scientists

o | Changing magnitude and capital costs
E non I||.1!a.r |mp§ct5 associated - Scenario E!na.l ysis focused - Changes in market behavior
= with tipping points and on potential impacts and
w thresholds implications of chronic physical * Projected or identified impact
- on sales and consumer
» Different effects based on climate change hehavior
events and geography « Hazard mapping and

catastrophe modeling » Insurance costs
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Risk identification and assessment: Prioritisation criteria

https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-
and-Disclosure.pdf

A company's assessment of its risks is fundamental to its prioritization of those risks and management
of (response to) the most significant ones. Many companies use a traditional "likelihood and impact®
approach to gauge the severity or materiality of their risks. To prioritize their risks, companies may use
the severity of the risks as determined by the intersection of their likelihoods and impacts

and then evaluate the severity of the risks relative to risk appetite.

Given some of the unique characteristics of climate-related risks, companies may want to consider
expanding their prioritization criteria to include “vulnerability” and “speed of onset.” These

prioritization criteria are defined as follows:*

= Vulnerability refers to the susceptibility of a company to a risk event in terms of the company's
preparedness, agility, and adaptability. Vulnerability is related to impact and likelihood — the more

vulnerable the company is to the risk, the higher the impact is if the event occurs. If risk controls are
not in place and operating as designed, then the likelihood of an event increases.

» S5peed of onset refers to the time that elapses between the occurrence of an event and the point
at which the company first feels its effects. Knowing the speed of onset is often useful when
developing risk response plans.
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Risk identification and assessment: Prioritisation criteria

https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-
and-Disclosure.pdf Figure D7

llustrative Heat Map Based on Prioritization Criteria

s
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Custormer preference shift 4.1 X3 is 2
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Key takeaways

https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD Guidance-Risk-Management-Integration-

and-Disclosure.pdf

Table DS

Key Takeaways

A\

Commeon Understanding. Before beginning efforts to integrate climate-related risks into existing
processes, it is useful to ensure there is a basic level of understanding across the company of
climate change concepts and its potential impacts.

Interconnections. Integrating climate-related risks into existing risk management requires
analysis and collaboration across the company. The principle of interconnections means all relevant
functions, departments, and axperts are imvolved in the integration of climate-related risks into the
company’s risk management processes and in the ongoing management of climate-related risks.

Temporal Orientation. Climate-related physical and transition risks should be analyzed across
short-, medium-, and long-term time frames for operational and strategic planning, which may
require extending beyond traditional planning horizons.

Proportionality. The integration of climate-related risks into existing risk management processes
should be proportionate in the context of the company's other risks, the materiality of its exposure
to climate-related risks, and the implications for the company's sirategy.

@
&
oL

Consistency. The methodology used to integrate climate-related risks should be used consistently
within a company’s risk management procasses to support clarity on analysis of developments and
drivers of change over time.
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Objective of climate-related financial disclosures on metrics and targets
AASB S2 paragraph 27

The objective of climate-related financial disclosures on metrics and targets is to enable users of
general purpose financial reports to understand an entity’s:

Performance in relation to Progress towards any climate- Progress towards any targets it

climate-related risks and related targets it has set is required to meet by law or
opportunities regulation
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Objective of climate-related financial disclosures on metrics and targets
AASB S2 paragraph 28

To achieve this objective, an entity shall disclose:

>
>

information relevant to the cross-industry metric categories (AASB S2 paragraphs 29-31)

targets set by the entity, to mitigate or adapt to climate-related risks or take advantage of
climate-related opportunities

any targets it is required to meet by law or regulation, to mitigate or adapt to climate-related
risks or take advantage of climate-related opportunities,

metrics used by the governance body or management to measure progress towards these
targets



Why are we
setting carbon
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Measuring carbon emissions

In Australia, we are subject to
two measurement frameworks.
Our Carbon footprint general
guidance series is based on the
specific requirements of the
following frameworks:

» National Greenhouse and
Energy Reporting (NGER)
Scheme

» Greenhouse Gas Protocol
(GHG Protocol) with a
focus on A Corporate
Accounting and Reporting
Standard Revised Edition
and the Corporate Value
Chain (Scope 3) Accounting
and Reporting Standard.

BOUNDARY SETTING

The foundational step upon which the
remainder of an entity's carbon footprint is
based. It defines specific inclusions and
exclusions in an entity's carbon emission
measurements.

The process involves selecting an approach
to determine which entities (and what
percentage) to include in a consolidated
organisational calculation and how to
categorise the emissions from the businesses
and operations in the group. Thorough
documentation of boundaries and framework
selection ensures a practical and efficient
approach is taken in subsequent stages.

L (2]

BOUNDARY SCOPE 1 AND
SETTING 2 EMISSIONS

SCOPE 3 EMISSIONS

SCOPE 1 AND 2 EMISSIONS

Scope 1 represents direct emissions from
sources that are owned and controlled by
the entity.

Scope 2 is the indirect emissions that arise
as a result of energy, heat, coolants or
steam being purchased for an entity’s own
consumption. These are indirect because
while the purchased volume is controlled by
the entity, the emissions related to its
production occur at sources owned or
controlled by another entity.

1

BOUNDARY SCOPE 1 AND
SETTING 2 EMISSIONS

SCOPE 3 EMISSIONS

SCOPE 3 EMISSIONS

Scope 3 emissions comprise all other
indirect emissions that are a consequence of
the operations of the reporting company but
occur at sources owned or controlled by
another entity.

This incorporates emissions within the entire
value chain, both upstream from the supply
chain and downstream including end-use and
end-of-life disposal.

1

BOUNDARY SCOPE 1 AND
SETTING 2 EMISSIONS

3

SCOPE 3 EMISSIONS
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Emissions categories

Scope 1

Scope 3 upstream

Scope 3 downstream

e Mobile combustion
e Stationary combustion

e Chemical and industrial processing

e Fugitive emissions (eg waste
processing)

Scope 2

e Purchased electricity, heat,
cooling & steam

e Category 1: Purchased goods and
services

e Category 2: Capital goods

e Category 3: Fuel and energy-
related activities

e Category 4: Upstream transport
and distribution

e Category 5: Waste generated in
operations

e Category 6: Business travel
e Category 7: Employee commuting

e Category 8: Upstream leased
assets

e Category 9: Downstream transport
and distribution

e Category 10: Processing of sold
products

e Category 11: Use of sold products

e Category 12: End-of-life treatment
of sold products

e Category 13: Downstream leased
assets

e Category 14: Franchises
e Category 15: Investments
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GHG Inventory done. What next ...?

A corporate GHG emission reduction
target is the logical follow-up to developing a GHG inventory
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Why set a GHG target?

e Helps ensure that an issue is kept on senior management’s “radar screen”
 Helps ensure that an issue is factored into relevant decisions about:
- What products and services to provide
- What materials and technologies to use
e Minimising and managing GHG risks
e Achieving costs savings and stimulating innovation
e Preparing for future regulations
e« Demonstrating leadership and corporate responsibility
e Participating in voluntary programs
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GHG PROTOCOL PUBLICATIONS

240

https://ghgprotocol.org/standards

Corporate
Standard

O L,

GHG Protocol
Scope 2 Guildence

R

Value Chain
Standard
Scope 3

Scope 2
Guidance

Other
standards

Product life cycle,
guidance for cities,
etc.


https://ghgprotocol.org/standards
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Steps in setting a GHG target

Step 1
Obtain senior management commitment

Step 2
Decide on the target type

Step 3
Decide on the target boundary

Step 4
Choose the target base year

241

Step 8

Establish a target double
counting policy

Step 7

Decide on the use of offsets
or credits

Step 6

Define the length of the target
commitment period

Step 5

Define the target completion
date

Step 9
Decide on the target level

Step 10
Track and report progress
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Develop a base
year
recalculation
policy
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GHG accounting and reporting principles

GHG accounting and reporting are based on the following principles:

Relevance

Ensure the GHG inventory
appropriately reflects the
GHG emissions of the
company and serves the
decision-making needs of
users - both internal and
external to the company.

Q)

Completeness

Account for and report on
all GHG emission sources
and activities within the

chosen inventory boundary.

Disclose and justify any
specific exclusions.

@

Consistency

Use consistent
methodologies to allow for
meaningful comparisons of

emissions over time.
Transparently document
any changes to the data,
inventory boundary,
methods, or any other
relevant factors in the time
series.

Transparency

Address all relevant issues
in a factual and coherent
manner, based on a clear
audit trail. Disclose any
relevant assumptions and
make appropriate
references to the
accounting and calculation
methodologies and data
sources used.

Accuracy

Ensure that the
quantification of GHG
emissions is systematically
neither over nor under
actual emissions, as far as
can be judged, and that
uncertainties are reduced
as far as practicable.
Achieve sufficient accuracy
to enable users to make
decisions with reasonable
assurance as to the
integrity of the reported

information.

Z

&

These principles are derived from the GHG Protocol. Aspects of these principles overlap with audit assertions and for that reason, these principles

should be applied in all carbon accounting work, regardless of the emissions measurement framework selected.
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When should base year emissions be recalculated?

« Recalculating base year emissions is hecessary to maintain consistency and enable meaningful
comparisons of the inventory over time

« Companies are required to recalculate base year emissions when the following changes occur
and have a significant impact on the inventory:

— Structural changes in the reporting organization, such as mergers, acquisitions,
divestments, outsourcing, and insourcing

— Changes in calculation methodologies, improvements in data accuracy, or discovery of
significant errors

— Changes in the categories or activities included in the emissions inventory
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Establishing a base year recalculation policy

* When setting a base year, companies shall develop a base year emissions recalculation policy
and clearly articulate the basis and context for any recalculations

 Whether base year emissions are recalculated depends on the significance of the changes

« Asignificance threshold is a qualitative and/or quantitative criterion used to define any
significant change to the data, inventory boundaries, methods, or any other relevant factors

—  For example, a significant change could be defined as one that alters base year emissions
by at least ten percent

— As part of the base year emissions recalculation policy, companies shall establish and
disclose the significance threshold that triggers base year emissions recalculations

-~ Companies shall apply the recalculation policy in a consistent manner
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What about changes in calculation methodology or improvements in
data accuracy over time

A company might report the same sources of GHG emissions as in previous years, but measure
or calculate them differently over time

-~ For example, in its third year of reporting scope 3 emissions, a company may significantly
improve its data quality by collecting more data from suppliers or increasing the accuracy
and precision of emissions estimates

The company should ensure that changes in the inventory over time are a result of actual
emissions increases or decreases, not changes in methodology, so that the company tracks
“like with like” over time

Therefore, if changes in methodology or data sources result in significant differences in
emissions estimates, companies are required to recalculate base year emissions applying the
new data sources and/or methodology

However, often the more accurate data input may not reasonably be applied to all past years
or new data points may not be available for past years. The company may then have to
acknowledged the change without recalculation
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No recalculation for organic growth or decline

« Base year emissions and any historic data are not recalculated for organic growth and decline

* Organic growth/decline refers to increases or decreases in production output, changes in
product mix, and closures and openings of operating units that are owned or controlled by the
company

« The rationale for this is that organic growth or decline results in a change of emissions to the
atmosphere and therefore needs to be accounted for as an increase or decrease in the
company’s emissions profile over time
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Illustrative examples of actions to reduce scope 3 emissions
Table 9.7 on page 110 of the Corporate Value Chain (Scope 3) Accounting and Reporting Standard

Category Examples of actions to reduce scope 3 emissions

1. Purchased goods * Replace high-GHG-emitting raw materials with low-GHG-emitting raw materials
and services * |mplement low-GHG-procurement/purchasing policies
* Encourage tier 1 suppliers to engage their tier 1 suppliers (i.e., the reporting
company's tier 2 suppliers) and disclose these scope 3 emissions to the customer
in order to propagate GHG reporting throughout the supply chain

2. Capital goods * Replace high-GHG-emitting capital goods with low-GHG-emitting capital goods
3. Fuel- and energy- * Reduce energy consumption
related activities * Change energy source (e.g., shift toward lower-emitting fuel/energy sources)

[ ]

(not included in
scope 1 or scope 2)

Generate energy on site using renewable sources
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Illustrative examples of actions to reduce scope 3 emissions
Table 9.7 on page 110 of the Corporate Value Chain (Scope 3) Accounting and Reporting Standard

Category Examples of actions to reduce scope 3 emissions

4. Upstream
transportation
and distribution

Reduce distance between supplier and customer

Source materials locally if it leads to net GHG reductions

Optimize efficiency of transportation and distribution

Replace higher-emitting transportation modes (e.g. air transport) with lower-
emitting transportation modes (e.g. marine transport)

* Shift toward lower-emitting fuel sources

5. Waste generated * Reduce quantity of waste generated in operations
in operations * |Implement recycling measures that lead to net GHG reductions
* |Implement lower-emitting waste treatment methods

6. Business travel * Reduce the amount of business travel (e.g., encourage video conferencing and
web-based meetings as an alternative to in-person meetings)
* Encourage more efficient travel
* Encourage lower-emitting modes of travel (e.g., rail instead of plane)
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Illustrative examples of actions to reduce scope 3 emissions
Table 9.7 on page 110 of the Corporate Value Chain (Scope 3) Accounting and Reporting Standard

Category Examples of actions to reduce scope 3 emissions

7. Employee * Reduce commuting distance (e.g., locate offices/facilities near urban centers and
commuting public transit facilities)
* (Create disincentives For commuting by car (e.g., parking policies)
* Provide incentives for use of public transit, bicycling, carpooling, etc.
* Implement teleworking/telecommuting programs
L]

Reduce number of days worked per week (e.g., 4 days x 10 hour schedule instead
of 5 days x 8 hour schedule)

8. Upstream * Increase energy efficiency of operations
leased assets * Shift toward lower-emitting fuel sources
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Illustrative examples of actions to reduce scope 3 emissions
Table 9.7 on page 111 of the Corporate Value Chain (Scope 3) Accounting and Reporting Standard

Category Examples of actions to reduce scope 3 emissions

9. Transportation and Reduce distance between supplier and customer
distribution of sold Optimize efficiency of transportation and distribution
products * Replace higher emitting transportation modes (e.g. air transport) with lower
emitting transportation modes (e.g. marine transport)
* Shift toward lower-emitting fuel sources

10. Processing of * Improve efficiency of processing
sold products * Redesign products to reduce processing required
* Use lower-GHG energy sources

11. Use of * Develop new low- or zero-emitting products
sold products * Increase the energy efficiency of energy-consuming goods or eliminate the need

For energy use

* Shift away from products that contain or emit GHGs

* Reduce the quantity of GHGs contained/released by products

* Decrease the use-phase GHG intensity of the reporting company’s entire product
portfolio

* Change the userinstructions to promote efficient use of products
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Illustrative examples of actions to reduce scope 3 emissions
Table 9.7 on page 111 of the Corporate Value Chain (Scope 3) Accounting and Reporting Standard

Category Examples of actions to reduce scope 3 emissions

12. End-of-life * Make products recyclable if it leads to net GHG reductions
treatment of sold * Implement product packaging measures that lead to net GHG reductions (e.g.,
products decrease amount of packaging in sold products, develop new GHG-saving

packaging materials, etc.)
* Implement recycling measures that lead to net GHG reductions

13. Downstream * |Increase energy efficiency of operations
leased assets * Shift toward lower-emitting fuel sources
14. Franchises * Increase energy efficiency of operations (e.g., set efficiency standards)

* Shift toward lower-emitting fuel sources

15. Investments * Investin lower-emitting investments, technologies, and projects



Pulling it all together in a
mandatory sustainability
report
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BDO’s AASB S2 Climate-related Disclosures Checklist

https://bdoaustralia.bdo.com.au/acton/media/18110/climate-related-disclosures-aasb-s2-checklist

Governance

Governance
processes, controls
and procedures used
to monitor, manage
and oversee climate-
related risks and
opportunities.

9 disclosure
requirements

Strategy

The entity's strategy
for managing
climate-related risks
and opportunities,
including
understanding current
and anticipated
financial effects
and the entity's
climate resilience.

56 disclosure
requirements

Risk management

Processes to identify,
assess, prioritise and
monitor climate-
related risks and
opportunities,
including integration
into and informing
the entity's overall
risk management
processes.

9 disclosure
requirements

e

Metrics and targets

The entity's
performance in
relation to climate-
related risks and
opportunities,
including progress
towards any climate-
related targets set, and
any targets required
to be met by law
or regulation.

45 disclosure
requirements

General
requirements
from AASB S1

How an entity
prepares and reports
its climate-related
financial disclosures.
General requirements
for the presentation
of those disclosures,
guidelines for
their structure and
requirements for
their content.

31disclosure
requirements
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IDEAS | PEOPLE | TRUST

AASB S2 Climate-
related Disclosures
Checklist

Get ready for climate reporting
with confidence

Australia’s new sustainability standards are here. Use
our checklist to assess readiness across: Governance,
Strategy, Risk Management, and Metrics and Targets.

v ldentify gaps
v" Align with AASB S2
v Prepare audit-ready disclosures

» Download the checklist



https://bdoaustralia.bdo.com.au/acton/media/18110/climate-related-disclosures-aasb-s2-checklist?_gl=1*1dv666b*_gcl_au*MTg1NDM3NzI2NS4xNzQ3NjMwMjUw*_ga*MTI1MDc3MDcwMS4xNzQ3NjMwMjUx*_ga_7HH1130XC0*czE3NTAxNDg3NTEkbzExMCRnMSR0MTc1MDE0ODc1OCRqNTMkbDAkaDA.
https://bdoaustralia.bdo.com.au/acton/media/18110/climate-related-disclosures-aasb-s2-checklist?_gl=1*1dv666b*_gcl_au*MTg1NDM3NzI2NS4xNzQ3NjMwMjUw*_ga*MTI1MDc3MDcwMS4xNzQ3NjMwMjUx*_ga_7HH1130XC0*czE3NTAxNDg3NTEkbzExMCRnMSR0MTc1MDE0ODc1OCRqNTMkbDAkaDA.
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[llustrative sustainability report in accordance with IFRS Sustainability
Disclosure Standards
|llustrative-Sustainability-Report-2025.pdf

» BDO Global, together with our Australian
team, launched the Illustrative Sustainability
Report. It covers the new IFRS S1 and S2
standards (and AASB S2 for Australia)

» Real-world examples showing exactly how
these standards work in practice

» It’s a practical tool for our clients, helping
them get ready for mandatory sustainability
disclosures—especially Group 1 entities in

Australia Illustrative

» It brings governance, strategy, risk Sustainability Report
management, and metr'ics to I_'ife, mak'ing the IFRS Sustainability Disclosure Standards
link between sustainability and financial A

reporting clear and actionable


https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
https://www.bdo.global/getmedia/2e41bcf6-e506-46eb-9c24-7811cbf37dfc/Illustrative-Sustainability-Report-2025.pdf?ext=.pdf
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Reference materials

i@lFRS’

Sustainability

Compiled AASB Practice Statement Statement 2

Sustainability-related risks and opportunities Mak'"g Mater'a"ty JUdgementS
and the disclosure of material information Thi compiled Practice Setemeat spplics 0 amnusl periods beginning oa or afier 1 lnuary 2000, Esdicr spplcation

permitted for snnual periods beginnig before | Janusry 2020. 1t incorporates relevart smendmenss made up to and
ineluding 21 May 2019
Prepared on § July 2020 by the staff of the Australian Accouns ing Standards Board.

Educational material

.
e

Australian Government

Australian Accounting
Standards Board

https://www.ifrs.org/content/dam/ifrs/supporting- https://www.aasb.gov.au/admin/file/content102/c3/AASB
implementation/issb-standards/issb-materiality-education- PS2 12-17 COMPmay19 01-20.pdf
material.pdf

259


https://www.aasb.gov.au/admin/file/content102/c3/AASBPS2_12-17_COMPmay19_01-20.pdf
https://www.aasb.gov.au/admin/file/content102/c3/AASBPS2_12-17_COMPmay19_01-20.pdf
https://www.aasb.gov.au/admin/file/content102/c3/AASBPS2_12-17_COMPmay19_01-20.pdf
https://www.aasb.gov.au/admin/file/content102/c3/AASBPS2_12-17_COMPmay19_01-20.pdf
https://www.aasb.gov.au/admin/file/content102/c3/AASBPS2_12-17_COMPmay19_01-20.pdf
https://www.aasb.gov.au/admin/file/content102/c3/AASBPS2_12-17_COMPmay19_01-20.pdf
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IFRS Practice Statement 2
Making Materiality
Judgements
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Definition of materiality

» Information is material if omitting, misstating or obscuring it could reasonably be expected to
influence decisions that the primary users of general purpose financial reports make on the
basis of those reports, which provide financial information about a specific reporting entity

» In other words, materiality is an entity-specific aspect of relevance based on the nature or
magnitude, or both, of the items to which the information relates in the context of an
individual entity’s financial report

» When making materiality judgements, an entity needs to take into account how information
could reasonably be expected to influence the primary users of its financial statements—its
primary users—when they make decisions on the basis of those statements

» The objective of financial statements is to provide financial information about a reporting
entity that is useful to existing and potential investors, lenders and other creditors in making
decisions about providing resources to the entity

» The entity identifies the information necessary to meet that objective by making appropriate
materiality judgements
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Judgement

» When assessing whether information is material to the financial statements, an entity applies
judgement to decide whether the information could reasonably be expected to influence
decisions that primary users make on the basis of those financial statements

» When applying such judgement, the entity considers both its specific circumstances and how

the information provided in the financial statements responds to the information needs of
primary users

» Because an entity’s circumstances change over time, materiality judgements are reassessed at
each reporting date in the light of those changed circumstances



Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

Four-step materiality process

» The steps identified as a possible approach to the assessment of materiality in the preparation
of the financial statements are, in summary:

Step 1 — Ildentify. Identify information that has the potential to be material
Step 2 — Assess. Assess whether the information identified in Step 1 is, in fact, material

Step 3 — Organise. Organise the information within the draft financial statements in a way
that communicates the information clearly and concisely to primary users

Step 4 — Review. Review the draft financial statements to determine whether all material
information has been identified and materiality considered from a wide perspective and in
aggregate, on the basis of the complete set of financial statements
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Four-step materiality process

Diagram—the four-step materiality process

Step 1
|dentify

Step 2
Assess

Step 3
Organise

Step 4
Review

Requirements of Australian
Accounting Standards

Knowledge aboul primary users'
commaon information needs

Quantitative
factors

Qualitative
factors

entity-specific
and extermnal

|

Organise the information within
the draft financial statements

l

Review the draft
financial statements
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The definition of
material information and
its application to AASB §2
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The use of materiality in AASB S2

» The definition of material information in AASB 52 focuses on whether
information could reasonably be expected to influence the decisions that
primary users make on the basis of general purpose financial reports, which
include financial statements and sustainability-related financial disclosures

» Primary users are existing and potential investors, lenders and other creditors
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The use of materiality in AASB 52

» Materiality is used to assess whether information required by AASB 52 would
need to be disclosed by a particular entity

» In other words, the definition of ‘material information’ is used as a filter to
assess whether information about a sustainability-related risk or opportunity
would need to be provided by an entity to meet the requirements set out in
AASB S2
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The use of materiality in AASB 52

>

The term materiality is not used in AASB S2 in relation to the significance or
importance of a sustainability-related risk or opportunity

Instead, AASB S2 requires disclosure of (material) information about the

sustainability-related risks and opportunities that could reasonably be
expected to affect an entity’s prospects

In considering what could reasonably be expected to affect an entity’s
prospects, the entity considers an external perspective—that is, what an
external party could reasonably expect
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The use of materiality in AASB S2

>

When making materiality judgements, an entity assesses whether omitting,
misstating or obscuring information could reasonably be expected to influence
the decisions primary users make about providing resources to the entity

When making materiality judgements, an entity considers whether the
information—if omitted, misstated or obscured—could reasonably be expected
to affect primary users’ expectations about returns, for example, dividends,
principal and interest payments or market price increases

Those expectations depend on primary users’ assessment of the amount,
timing and uncertainty of future net cash inflows to the entity and on their
assessment of stewardship of the entity’s economic resources by the entity’s
management and its governing body(s) or individual(s)
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The use of materiality in AASB 52

Part A - Climate risk and opportunity assessment

Assess whether a climate-related risk or opportunity could reasonably be expected to affect the entity’s
prospects (cash flows, its access to finance or cost of capital over the short, medium or long term)

Part B - Identifying and disclosing material information

Assess whether information about a sustainability-related risk or opportunity would need to be provided
by an entity to meet the requirements set out in AASB S2
1 - Could the information reasonably be expected to influence the decisions that primary users make
on the basis of general purpose financial reports)

2 - Assess whether omitting, misstating or obscuring information could reasonably be expected to
influence the decisions primary users make about providing resources to the entity

270



R s

3 Mol =
A . -~

ol
» .

~ IDEAS | PEOPL

ldentifying and disclosing
material information



Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

|ldentifying and disclosing material information

>

Once an entity has identified its sustainability-related risks and opportunities,
it will need to identify and disclose material information about those risks and
opportunities

AASB 52 does not require that an entity disclose all information about the
sustainability-related risks and opportunities that it has identified

AASB S2 has been designed to result in an entity providing information that is
useful for the decisions that primary users of general purpose financial reports
make
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|ldentifying and disclosing material information

» The following is an example of a process an entity might follow to identify and
disclose such information:

e Step 1 — Identify information about sustainability-related risks and opportunities that has
the potential to be material

o Step 2 — Assess whether the potentially material information identified in Step 1 is, in fact,
material

e Step 3 — Organise the information within the draft sustainability-related financial
disclosures

e Step 4 — Review the draft sustainability-related financial disclosures
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In the context of sustainability-related financial disclosures

» Although the definition of ‘material information’ in AASB S2 is aligned with the definition of the same
term in IFRS Accounting Standards, the information required to meet the objective of the respective
general purpose financial reports is distinct

» Sustainability-related financial disclosures and financial statements each serve specified objectives and
provide distinct information about an entity

» Therefore, the materiality judgements an entity makes in preparing its sustainability-related financial
disclosures will be distinct from those it makes in preparing its financial statements
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In the context of sustainability-related financial disclosures

» Sustainability-related financial disclosures:
« complement information in an entity’s financial statements

o are likely to include more qualitative information and forward-looking information than financial
statements

e provide information about sustainability-related risks and opportunities that could reasonably be
expected to affect an entity’s prospects, whereas financial statements provide information about an
entity’s assets, liabilities, equity, income and expenses

o Therefore, sustainability-related financial disclosures that provide information about sustainability-
related risks and opportunities are not limited to information about whether those risks and
opportunities have affected or relate to an entity’s assets, liabilities, equity, income or expenses

« For example, sustainability-related financial disclosures include information about:

- other aspects of the entity—such as its governance, strategy and risk management processes in
relation to a sustainability-related risk or opportunity; and

- anticipated financial effects.
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In the context of sustainability-related financial disclosures

» In preparing sustainability-related financial disclosures, entities will more often have to:

« consider implications over longer time periods than those used in preparing financial statements
(although in the preparation of financial statements judgement about the long term can also be

required); and
e consider implications of interactions throughout their value chain (see paragraph BC69 of the Basis
for Conclusions on IFRS S1)
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|ldentifying and disclosing
material information

Figure 3.1—ldentifying and disclosing material information about sustainability-related
risks and opportunities that could reasonably be expected to affect an entity’s prospects

Identify information about
sustainability-related risks and
opportunities that has the potential
to be material

=

A set of potentially
material information

Assess whether the potentially
material information identified in
Step One is, in fact, material

A preliminary set of
material information

Organise the information within
the draft sustainability-related
financial disclosures

Draft sustainability-related
financial disclosures

Review the draft

sustainability-related
financial disclosures

Final sustainability-related
financial disclosures

As needed
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Consideration of quantitative and qualitative factors

An entity could identify information as material based on one or more quantitative or qualitative factors

» In general, the more factors that apply to a particular sustainability-related risk or opportunity, or the
more significant the possible effect of those factors, the more likely it is that information about that risk
or opportunity is material

» Such factors have no hierarchy: neither quantitative factors nor qualitative factors are more important
than the other

» As an entity assesses the materiality of information by considering both quantitative and qualitative
factors, it would be inappropriate for the entity to rely on purely numerical guidelines or to apply a
uniform quantitative threshold for all materiality judgements
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Consideration of possible future events with uncertain outcomes

Figure 3.3—Assessing materiality of information about possible future events

I"

Might be material More likely to be judged
gither individually or as material

in combination with High-impact
information about other \ .
low-probability and .:VL ..-_{‘r-
high-impact outcomes

Low-probability + p High-probability

v
Low-impact
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Consideration of possible future events with uncertain outcomes

» Information about a possible future event that is expected to affect an entity’s cash flows many years in
the future is less likely to be material than information about a possible future event with similar effects

that has the possibility of occurring sooner

» However, some information could reasonably be expected to influence primary users’ decisions
regardless of the magnitude of the potential effects of the future event or the timing of that event

Example—Material information about sustainability-related risks in the aggregate

An entity might be exposed to several sustainability-fielated risks, each of which could

cause the same type of disruption, such as disruption to the entity's supply chain.
Information about an individual source of risk might not be material if disruption from that
source is highly unlikely to occur. However, information about the aggregate risk—the risk

of supply chain disruption from all sources—might be material.
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Review of draft sustainability-related financial disclosures

Figure 3.4—Review of draft sustainability-related financial disclosures to determine
whether all material information has been identified.

In performing this review,
the entity considers whether:

The review might lead to:

All relevant relationships between different items
of information have been identified. Identifying
new relationships between information might
lead to that information being identified as
material for the first time.

Additional information being provided in the
sustainability-related financial disclosures.

ltems of information that are individually
immaterial, when considered together, could
nevertheless reasonably be expected to influence
primary users’ decisions.

Greater aggregation or
disaggregation of information.

The information in the sustainability-related
financial disclosures is communicated in an
effective and understandable way, and organised
to avoid obscuring material information.

Information that is identified as immaterial
being removed from the sustainability-related
financial disclosures to avoid obscuring
material information.

The sustainability-related financial disclosures
provide a fair presentation of the entity's
sustainability-related risks and opportunities.

Information being reorganised within the
sustainability-related financial disclosures.
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How BDO can help
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Best practice roadmap - Group 1 entities

PROJECT STREAMS Financial year ending on 31 December 2025 or 30 June Financial year ending on 31 December 2026 or 30
2026 June 2027

Mandatory calculation and reporting of Scope 1 and 2 GHG emissions, subject to assurance:
Scope 1 and 1. Set carbon inventory boundary

2 emissions 2. Develop a Basis of Preparation (carbon accounting methodology)

COMPLIANCE FOCUS: 3. Measure and report Scope 1 and Scope 2 GHG emissions

Carbon Footprint
Measurement

. Initial measurement (significant estimation) and report
Scope 3 emissions internally Scope 3 GHG emissions
Set targets in relation to scope 1, 2 and 3

Mandatory calculation and external reporting of
Scope 3 GHG emissions

Mandatory reporting of all AASB S2 disclosures:
. Establish or improve appropriate governance and risk
management structure
COMPLIANCE FOCUS: Climate- | AASB S2 . Conduct a climate risk and opportunity assessment
related disclosures (Mandatory) . Prepare a scenario analysis
Financial modelling of impact on financial statements
. Prepare first mandatory sustainability report, including a
materiality assessment

Ongoing mandatory reporting of all AASB S2
disclosures

Activate sustainability strategy

Step 1 - Current state assessment
AASB S1 Step 2 - Materiality assessment (stakeholder engagement)
(Voluntary) Step 3 - Identify gaps
Step 4 - Commit and measure to address gap identified
Step 5 - Prepare separate voluntary sustainability report

STRATEGIC FOCUS:
General sustainability-
related disclosures



https://www.bdo.com.au/en-au/services/advisory/sustainability/sustainability-resources
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Iterative process to get ready for AASB S2

2 4
5
Basis of Measure and

. report Scope 3 Target settin
Preparation GHG emissions g S

7

Conduct a
climate risk and Conduct a
opportunity scenario analysis
assessment

6

Governance and
risk management
structure

. 9 10

Financial modelling Prepare mandatory
of impact on sustainability
financial statements report
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Register for our 2026 monthly Sustainability webinars

Register here

Sustainability reporting in
2026: What’s changing and
what’s expected

Mandatory climate
reporting: Lessons from
year one

27 May

Financial modelling for
climate risk and
opportunity

30 September

Making the case: Why
sustainability should
matter to CEOs and Boards
25 February

Climate risk assessment:
What it is and why it
EEE

24 June

Setting metrics and
targets that matter
28 October

AASB S2 explained:
Climate science meets
policy

25 March

How to conduct a climate
risk assessment
29 July

Decarbonisation:
Strategies that drive real

change

25 November

Strengthening governance
for climate risk and

sustainability
29 April

Scenario analysis in
practice: Using public data

for qualitative and
quantitative insights

26 August

Building your mandatory
sustainability report
16 December



https://www.bdo.com.au/en-au/insights/esg-sustainability/sustainability-webinar-series
https://www.bdo.com.au/en-au/insights/esg-sustainability/sustainability-webinar-series
https://www.youtube.com/watch?v=2xRUAI2HF0c

Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

Sustainability Essentials
for Financial Leaders or
professionals

Master sustainability reporting
with engaging, mobile-first videos

Build your sustainability capability fast.

,Wekre going to take g clear, practica|
boo. at what sustainability means in g
usiness and financial context; not

Just the buzzwords, but the rea| world

drivers that are changing how we think
about value, risk and long term
pPerformance,



https://www.bdo.com.au/en-au/insights/esg-sustainability/sustainability-essentials-for-financial-leaders-or-professionals
https://www.bdo.com.au/en-au/insights/esg-sustainability/sustainability-essentials-for-financial-leaders-or-professionals

Docusign Envelope ID: 9DC51277-C301-4798-90DE-5857D37FF708

Carbon Accounting Masterclass - Virtual

Measuring your organisation’s carbon footprint is essential in developing its
sustainability roadmap. Join us for this one-day masterclass, where we'll
combine theoretical knowledge with case studies and practical experience.

Dates and details
Cost: $650 (including GST) per person

CPD: Certificate supplied post-completion. Participants are to determine the
relevance and amount of time this workshop counts towards their CPD.

Wednesday 13 May 2026
Wednesday 9 September 2026
Wednesday 11 November 2026

9:00am - 5:00pm Melbourne time

Register now

Previous participant feedback

“...it was brilliant and the best money | have ever spent on knowledge development. | am so
grateful that | was able to be at your masterclass. | now get carbon accounting thanks to you”.



https://www.bdo.com.au/en-au/insights/esg-sustainability/carbon-accounting-masterclass
https://www.bdo.com.au/en-au/insights/esg-sustainability/carbon-accounting-masterclass
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Carbon Accounting Masterclass Alumni

Dates and details
Cost: Complimentary

CPD: Certificate supplied post-completion. Participants are to determine the
relevance and amount of time this workshop counts towards their CPD.

Monday 11 May 2026
Monday 10 August 2026
Monday 9 November 2026

12:00pm - 2:00pm Melbourne time
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FINANCIAL REVIEW

SUSTAINABILITY
LEADERS

PRESENTED BY

|IBDO

BDO has partnered with the Australian Financial
Review as the Presenting and Methodology
Partner for the 2026/2027 Sustainability Leaders
Program, recognising organisations delivering
measurable sustainability impact.

, BDO's role,

and whether your organisation could be a
strong entrant.

FINANCIAL REVIEW
SUSTAINABILITY
LEADERS HOME WHY ENTER? THEPROCESS METHODOLOGY FAQ

Defining Australia's
sustainable future

The Financial Review Sustainability Leaders list sets out to celebrate the organisations that are turning their
sustainability ambitions into measurable impact. In partnership with BDO, these awards recognise the
innovations — large or small — that address real sustainability challenges while creating value for businesses,

communities, and the economy.

We invite Australasian organisations of all sizes and sectors to share the sustainability innovation that is
making a meaningful difference in their business — and beyond. Whether you're pioneering new solutions
or transforming from within, your story can inspire others, influence industry practice, and help shape
Australia’s sustainable future. This is inclusive of global organisations, provided that the work referenced in
the submission is led locally by the Australasian office.
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Core sustainability services
A continuous improvement journey
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BDO’s core sustainability services

Advisory services Assurance services
g?;ﬂ

J

Carbon footprint
measurement

» Carbon accounting
(GHG Protocol)

* Baseline measurements and
benchmarking

» Target development
(e.g. Science Based Target
initiative (SBTi))

Sustainability reporting

1. Mandatory reporting in the
annual report:

- TCFD and IFRS S2 readiness
IFRS S1 readiness.

2. Voluntary reporting in separate
sustainability reports
(e.g. GRI, WEF IBC)

Sustainability and
decarbonisation strategy

Current state assessment (ESG
health check)

Materiality assessment

ESG risk and opportunity
assessment

Sustainability or decarbonisation
strategy development

ESG priorities and targets
identification and
communication

Sustainability roadmap
development

Organisational transformation

Assurance

Third-party assurance over
mandatory and voluntary
sustainability reporting.

This also includes:
* NGER audits

e Carbon credit audits and
certification assurance

* Second-party opinion on
sustainable finance products.
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This presentation has been carefully prepared, but is general commentary only. This presentation is not legal or financial advice and should not be relied upon as such. The information in
this presentation is subject to change at any time and therefore we give no assurance or warranty that the information is current when read. The presentation cannot be relied upon to
cover any specific situation and you should not act, or refrain from acting, upon the information contained therein without obtaining specific professional advice. Please contact the BDO
member firms in Australia to discuss these matters in the context of your particular circumstances.

BDO Australia Ltd and each BDO member firm in Australia, their partners and/or directors, employees and agents do not give any warranty as to the accuracy, reliability or completeness
of information contained in this presentation nor do they accept or assume any liability or duty of care for any loss arising from any action taken or not taken by anyone in reliance on the
information in this publication or for any decision based on it, except in so far as any liability under statute cannot be excluded.

BDO Australia Ltd ABN 77 050 110 275, an Australian company limited by guarantee, is a member of BDO International Ltd, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO member firms.
© 2026 BDO Australia Ltd. All rights reserved.

www.bdo.com.au I BDO
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