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Origins of the project

* Inthe IASB’s Third Agenda Consultation,
e , respondents attributed high-priority to a project
T sttt on climate-related risks in the financial
statements

Comments to be received by 27 September 2021

 Concerns that information about climate-related
risks in financial statements is:

* insufficient

* Inconsistent with information reported
RS elsewhere by the company
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Broader reporting landscape
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Overview of the project

Project Objective

Explore targeted actions to improve the
reporting of the effects of climate-related
and other uncertainties in the financial
statements

Working together

Throughout its work on this project, the
IASB collaborated with ISSB members
and technical staff

Climate

Main actions to improve reporting

S

Y
1.

Improve the application of IFRS
Accounting Standards

Raise awareness of the
requirements

Strengthen connections
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Connectivity and complementary objectives

Information required by IFRS Information required by IFRS
Accounting Standards Sustainability Disclosure Standards

Information about
sustainability-

Information about . -
Sustainability-

assets, liabilities, Financial o related financial @ ,
equity, income and statements disclosur related risks and
expenses iSelosures opportunities

v

Information about the effects of sustainability-related risks and opportunities on an
entity’s assets, liabilities, equity, income and expenses

Note: The diagram is not intended to represent relative proportions of reported information.
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How climate matters affect the financial statements?

The effects of climate-related matters are pervasive across financial statements:

Property, plant Insurance .

. Levies Income taxes
and equipment contracts

: Financial Fair value .
Intangible assets : Inventories
instruments measurements
Impairment of Contingent . .
R Provisions Going concern
assets liabilities

More information is provided in the educational material, Effects of climate-related matters on financial statements



https://www.ifrs.org/content/dam/ifrs/supporting-implementation/documents/effects-of-climate-related-matters-on-financial-statements.pdf
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Questions for investors

Would the disclosures illustrated in the examples provide you with useful
information? Do you agree with the selection of fact patterns illustrated?

Would the examples be useful to you when encouraging companies to change some
reporting practices?

Do you have any other comments?
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lllustrative Examples

Background Reporting outcome

The company discloses information The company concludes that

Example 1 . . - disclosing that its transition plan
L about its transition plan outside its o :
Matgnahty J“dg?me”ts financial statements and operates h_a_ls "o eff_ect on IISHInanGial
SEERling (O el In an industry exposed to climate- position and financial performance
disclosures related transition risks and explaining why would provide

material information?

I Information is material if omitting, misstating or obscuring it could reasonably be expected to influence decisions that the primary users of general purpose financial statements make on the
basis of those financial statements, which provide financial information about a specific reporting entity.
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Material information should be disclosed

October 2018

Defining Materiality (IAS 1)

IFRS* Standards

* Information is material if omitting, misstating
Definition of Material or obscuring it could reasonably be expected
Amendments 1 IAS 1and IAS 8 to influence decisions that primary users

make on the basis of the financial statements

« Requires an assessment of information both
on its nature or size, or both, in the context
of the financial statements as a whole

 Disclosure in other documents will not
compensate for the omission of required
disclosures in the financial statements

B FRS
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Climate-related commitments: An example

In 20X0, an entity publicly states its commitment to transition to ‘net zero’ from 20X9

20X0 20X5 20X9
O O O
- 2ANG
~ N
by 20X9 from 20X9

b to reduce its annual gross Scope 1 _AIA to offset its remaining Scope 1
and Scope 2 GHG emissions by 60% and Scope 2 GHG emissions by
by modifying its manufacturing buying and retiring carbon credits
methods, including the purchase of
energy-efficient equipment

10
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Recognition criteria for a provision not given

Interpretations Committee analysis—provision
Probable outflow Reliable
of resources estimate

\\& Obligation to reduce emissions is not a present obligation—costs to modify
manufacturing methods are costs of operating in the future

Recognition Present obligation as
criteria a result of a past event

Analysis

Obligation to offset emissions becomes a present obligation only when entity
=~ 1~ has emitted gases it has committed to offset—ie in 20X9 onwards
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lllustrating reported information—20X0—Accounting

Effects on recognition and measurement Related disclosures

No financial effects in the The entity discloses:

reporting period
P &P * that its transition plan has no effect on its financial

position and financial performance and explains why;, if
Disaggregated information that information is material in the context of the

No financial effects about which to provide financial statements

disaggregated information * the amount of contractual commitments to acquire

property, plant and equipment (if any)



B FRS 13

Sustainability

Sustainabillity Disclosures:
Current and anticipated financial effects

Information about:

- « effects of sustainability-related risks and opportunities
Sustainability-

related risks » on the entity’s financial position, financial

and performance and cash flows
ERROISLES Financial »  for the reporting period (current financial effects)
position,
Resilience financial + anticipated effects of sustainability-related risks and

Strategy psz;fsohr:‘r;gvr\\/ge opportunities
disclosure

» on the entity’s financial position, financial
performance and cash flows

» over the short, medium and long term,

Business Strategy and » taking into consideration how sustainability-related
model and decision- risks and opportunities are included in the entity’s
value chain making financial planning (anticipated financial effects).

* Note sustainability-related risks and opportunities include climate-
related risks and opportunities.
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lllustrating reported information—20X0—Sustainabllity

Current financial effects

Other disclosures
The entity explains that its transition plan to

address its climate-related risks has not had
financial effects in the reporting period

The entity provides information about its transition
plan and its net-zero target, including:

* how the entity plans to achieve its net-zero
Anticipated financial effects target and its gross GHG emissions target

e that its net-zero target covers gross Scope 1 and
Scope 2 GHG emissions and that the entity plans
to use carbon credits to offset any remaining
such emissions

The entity discloses information about the
planned purchases of energy-efficient equipment
and carbon credits and related sources of funding,
including quantitative information

\g
|:/i An entity need not provide quantitative information about anticipated financial effects if the entity

- does not have the skills, capabilities or resources to provide that quantitative information
To note
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Interactions between financial statements and current
financial effects disclosure

Financial Statements Sustainability-related financial disclosures

Current financial effect

|
| 1

o Information about
Quantitative effect the effect

Has the sustainability- What information about Quantitative and qualitative information
related risk or that effect is provided in about how the sustainability-related risks and
opportunity affected the the financial opportunities have affected the financial
financial position, statements? position, financial performance and cash
financial performance or flows

cash flows?
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Financial Statement Disclosure: Air Liquide 2022

Footnhote 31.4

Alr Licquide's actions to limit transition risk
impacts include:

Scope 2 reduction:

= Related to the 424 large air gas production units or ASUs,

(scope 2 emissions) mainly by using renewable electricity: the
deployment of the Group's actions in the 10 countries with the
greatest potential will significantly reduce scope 2 emissions.
Since 2018, Air Liguide has already signed 13 renewable
energy supply contracts for an estimated annual quantity of
1.724 GWhiy (in a full year after start-up of renewable
preduction units). As the ASUs are almost all electrified, they
do not require any specific investment for the transition,
because emission reduction will be managed through
renewable energy purchase.

Energy costs, including renewable energy costs do not
represent any financial risk as they are 100% passed-
through to the customer according fo the terms of the 15 years
or mong contracts.

Source: ESMA “The Heat is On: Disclosures on Climate-
Related Matters in the Financial Statements, “October
2023, Air Liquide Universal Registration Document 2022
pg 310

Scope 1 reduction:
s Related to the 62 large hydrogen production units or SMRs,

(scope 1 emissions), by capturing CO.. Air Liquide masters a
complete portfolio of proprietary technologies for capturing
C0O;. Thus, advanced Cryocap™ CO, capiure technology
gguipment has been in industrial operation since 2015 on a
hydrogen production unit in France. The Group was recently
selected for financing via Eurcpean subventions for two
carbon capture projects on SMREs. Thus, the decarbonization
of the Group's 10 largest SMRs will reduce scope 1 emissions
by more than 40%. No dismantling of existing SMRs before
the end of the contract is necessary to achieve the
Group's climate objectives.

s The demand for low-carbon industrial gas at a higher price is
growing and makes it possible to remunerate the investmant
necessary for the decarbonization of Air Liguide’s assats,
in particular for the production of hydrogen, as well as any
additional costs linked to the supply of renewable electricity. In
addition, financing programs in the form of subsidies or tax
credits are also implemented in Europe and more recently in
the United States in order to support, during a transition
period, the decarbonization of existing industrial assets and
new units of production. Therefore, there is no indication of
impairment for the related assets.

= Costs related to CO, emissions (ex ETS scheme in Europe)
are 100% passed-through to the customer according to the
terms of the 15 years or more confracts. The Group also
applies this business model to the supply of low carbon
industrial gas, therefore Air Liquide does not bear the risk
associated with energy and CO; costs.

The potential impacts of transition risk have been analyzed in the
context of the 2022 Group's Financial Statements closing, based
on the above mentioned facts and assumptions. No significant
impact has been identified, either on the useful life or on the
value of the assets, on the client portfolio or on the cash
flows generated by existing activities or on provisions for
risks and charges.
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Sustainabllity Disclosure: Air Liquide 2022

Assets and Climate Risk

The main Group assets that impact the CO. footprint are:

424 large Air Gas production Units, oxygen and nitrogen in particular, which do not generate direct emissions but require
electricity. The CO, emissions linked to this electricity are accounted for in Scope 2;

62 large hydrogen production units, which consume Matural Gas and emit CO: accounted for in Scope 1.

= In the Large Industries business, each air gas or hydrogen production unit is linked to a long-term customer contract, |asting 15 to
20 years_ Assets are amortized over the duration of the contract, which limits the risk of impairment.

» Industrial gases are used in most industries today and will be even more so during the energy transition due to the fact they are at
the heart of industry decarbonization solutions. Demand will increasingly tum fo low-carbon gases, in line with changing
regulations.

= Solutions have already been implemented to decarbonize existing production units:

for air gases (Scope 2 emissions) mainly by using low-carbon electricity: the deployment of actions in the 10 countries with the
greatest potential will significantly reduce Scope 2 emissions. Since 2018, Air Liquide has already signed 13 renewable power
purchase agreements for about 460 MW. As these assets are more than 95% already electrified, they do not require any specific
investment for the transition;

for hydrogen production units or “SMR” (Scope 1 emissions). by capturing CO.. Air Liguide masters a complete portfolio of
proprietary technologies for capturing CO,. For example, an advanced Cryocap™ CO, capture system has been in industrial
operation since 2015 on a hydrogen production unit in France. The Group was recently selected for financing via European funds
for two carbon capture projects on SMRs. The decarbonization of the Group's 10 largest SMRs will reduce Scope 1 emissions
by more than 40%. No dismantling of existing SMRs before the end of the contract is necessary to achieve the Group
climate objectives.

CO; emissions Reach Carbon

start decreasing Neutrality
in absolute value by 2050

C?lnxul;‘.ig;nugre“s Hl hl :

Alrliquide
-30% Decrease scope 1 & 2
Carbon intensity CO.eq emissions in
in kg CO./€ EBITDA® absolute value by
vs 2015 _330/0 ®

m Finally, any new investment decision by Air Liguide now includes the constraint of reducing CO: emissions, in line with the
Group's decarbonization objectives. The share of electrolyzers among hydrogen production units should therefore increase in the
coming years. Air Liquide recently announced several 200 MW electrolyzer projects and entered into an electrolyzer manufacturing

partnership and joint venture with Siemens Enerngy.

2023, Air Liquide Universal Registration Document 2022
pg 40

The potential impacts of the risk related to the energy transition were analyzed as part of the closing of the Group's financial
Source: ESMA “The Heat is On: Disclosures on Climate- statements (see note 31 to the Consolidated financial statements - page 309) and no significant impact was identified, mainly for the
Related Matters in the Financial Statements, “October reasons mentioned above. The energy fransition is above all a growth opportunity for Air Liquide, as the Group has the
technologies to decarbonize the assets of its industrial customers.
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lllustrative Examples

Background Reporting outcome

The company discloses information The company concludes that

Example 2 about its greenhouse gas : . . :

S emissions policy outside its disclosing that its policy has no
Materlal!ty Judgem_e_nts fiooD ol statements and oberates effect on its financial position and
not leading to additional . | 1ON1S and op financial performance would not
disclosures in an industry with limited exposure

to climate-related transition risks provide material information
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lllustrative Examples

Background Reporting outcome

The company tests an asset for

Example 3 impairment annually. Assumptions :

i about the future price of emission The company discloses
Disclosure of B information about the key
assumptions: specific allowances and the scope of assumptions
requirements emission regulations are key

assumptions
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Financial Statement Disclosure: Endesa 2022
3.2 Measurement Criteria: f. Impairment of non-financial assets

f.2. Calculation of recoverable amount

The recoverable amount is the higher of fair value less
costs to sell and value in use. Value in use is the present
value of estimated future cash flows through their use in
normal business and, as the case may be, of their disposal
or other form of sale, taking account of their current state.
In estimating value in use, Endesa prepares pre-tax cash
flow projections based on the latest budgets available.
These budgets include Endesa managements best
estimates of the income and expenditure of the CGUs
according to industry projections, past experience and
future expectations.

These forecasts cover the next 3 years, except for the
Cash Generating Units (CGUs) for each of the Mon-

Peninsular Territories (TNP) of the Balearic Islands, Canary
Islands, Ceuta and Melilla, where the forecasts cover the
next 5 years, while future cash flows until the end of the
useful life of the assets, taking into account the residual
value, if any, and applying reasonable growth rates that
do not, in any case, increase or exceed growth rates for
the industry.

The estimated future cash flows are discounted to
present value using a pre-tax rate that reflects the cost
of capital of the business and its geographical area. it
considers the current time value of money and the risk
premiums generally used by analysts for the business
and the geographical area.

Source: ESMA “The Heat is On: Disclosures on Climate-
Related Matters in the Financial Statements, “October

2023, Endesa Annual Report 2022 pg 250ff

Key assumptions

With these premises, the approach used to assign value
to the key assumptions considered has taken into
account the following items and/or parameters:

Item and/for parameter Description

Trend of demand for electricity and

+ The estimated growth was calculsted on the basis of the growth forecast for Gross Domestic Product
(GDP) and other assumpticns used by Endasa with respect to trends in consumption of electricity

988 and gas in thesa markats.

+ A substantial part of Endesa’s business is regulated and subject to wide-ranging complax regulations,
R latory measuras which may be amended by the intrnducl:inn. of new lawes, by amendn'.\ents to emisting laws in such.u
way that forecasts contemplate proper application of current regulations, and any other laws now in

process that may come into force during the projected period.
Climate change + Energy transition scanarios and climate change impacts usad in the valuation modals (see Note 5.1).
2024 2025 2026
Price of Brant (5/bibl B4 B1 75
Carbon dicxide (CO€/%) 93 a8 102
TTF gas price [£/MWh) 50 44 a5
PWVE gas price [E£/MWhH) 47 42 35
Electricity demand - |berian Paninsula [TWhj 248 254 260
Consumer Prica Index {CPl} {avarage] (%) 27 139 19
Growth in Gross Domestic Prodwct (G0P) Spain (%) 15 19 19
Arithmetic average daily electricity market price [E/MWhH) 106 BB T4
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Financial Statement Disclosure: Endesa 2022

5.1.1. Estimates ... related ... climate change ...

Path te complete decarbonisation by 2040:

TOTAL ABSOLUTE EMISSIONS
- \

Reduction
e (| I I

35

-30

2017 2022 2023E 2030

Emissions

2040

Zero emissions - Decarbonization pathway aligned

with the Paris Agreement (1.5°C pathway)
covering direct and indirect emissions
through specific targets

Source: ESMA “The Heat is On: Disclosures on Climate-
Related Matters in the Financial Statements, “October
2023, Endesa Annual Report 2022 pg 273ff

« The estimation of the terminal value considers a

long-term growth rate aligned with the expected
trend in electricity demand in Spain over the 2026-
2050 horizon. This is achieved using Endesa's energy
models, which enable demand to be quantified taking
into account assumptions related to temperature
rises due to climate change and trends related to the
Energy Transition in accordance with the Physical and
Transition Scenarios chosen by Endesa for long-term
planning, all consistent with the objectives of the Paris
Agreement and the National Energy and Climate Plan
2021-2030(NECP) currently under review] as described
in Section 5.3.2 Climate Strategy. Long-Term Scenarios
of the Consolidated Management Report.

Factoring in changes in the levels of hydro, wind and
photovoltaic generation of Endesa’s renewable assets
associated with the projection of underlying weather
conditions (temperature, precipitation, wind speed and
solar power).

Estimating the costs of decommissioning coal/fuel
and combined cycle power plants, in line with Endesa’s
long-term goal of achieving full decarbonisation of the
company by 2040 and 100% emissiocn-free generation,
and having also exited the gas business by that time.
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Sustainabillity Disclosure: Endesa 2022

Assumptions

Endesa Sustainability Report 2022, pg 99

The assumptions on the evolution of commodity prices
used in the Reference scenaric are consistent with the
external scenarios that achieve the objectives of the Paris
Agreement. The price of carbon dioxide (CO) is expected
to grow steadily until 2030, following a progressive
reduction in the supply of carbon permits coupled with
growing demand and a progressive reducticn in the price

of coal, due to a decrease in demand. With regard to gas,
it is estimated that price tensions will ease in the coming
years as a result of a realignment between supply and
demand at a global level. Lastly, a progressive stabilisation
of the price of oil is foreseen, for which a peak in demand
with respect to 2030 is estimated.

m Average Banchmark Minirmum

Endesa Benchmark ™ high™ Benchmark '™
Brent Price |5 / bl) a3 -74 T -81 ~i54
Avarage coal price Api2 (€ f MWh] 130 ~83 ~85 ~-110 - 50
Carbon Dioxide (CO_) [€ /1) 84 ~120 ~128 ~150 ~115
TTF gas price (€ / MWh] 41 ~30 ~26 ~30 ~15

U Bowrce: IEA Announced Pledges Scenario, BMEF, IHS Green Case secenario, Enerdata Energresan. W.E. the scenaricse used as a reference were published at
differant timea of the year, and mey not ba up to dete with the Btest market dynamics.

& Closing price.
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Sustainability Disclosure: Endesa 2022
Current and anticipated financial effects

Cueantification -
Ramnge
Risk and Cuantifcation €£100-
opportunity Time Description Affected - Type of <£100 300 »£300
Scenarle  category Description horizon  of the impact mctivity Scope impact min  rmin min
Blectricity demand is also influenced
by temiperature, fluctuations of which
Filaks/ can impact the business. Atthough @
Opportunity: no structural changes ane expectad
Chranic I reresase o : Medium/ to materisize in the short or medium Generation
h harkeat term, to assess the sansitivity of & Endesa EBITDAyear
physical dacrease Liorg } S
B icity the Ccmparf,-s results to possible Distribution
demand. fisctugtions in tempereturs, a
sensitivity enalysis ia used in relation to "J]}‘ EZI &
energy prices consistent with varations
in electricity demand. ';]l’
Renewsble production is also 0%
influenced by the availability of the Hydroslectric
resource, the fluctuations of which producibility EBITDAyear
cam have am impact on the business. 10% @
Althaugh no strecturel chenges are
Riaks expeacted to materialise in the short or
Opporbunity: medium term, to assess the sensitivity 10% i
Chranic Increase or Mediums of the Comparny's results to possible ’ Wind
physical Mariet dacreass Long flsctustions in termpereture, & sensitivity Generation production EBITDA/yeer
renewable analysis is used inrelation to energy JI}; ﬂﬂ -10% @
production. prices consistant with varations
in electricity compatibke with the
different climate scenarics and historic 20% @
meteorological wolatility. Statistically, Salar EBITDWAyear
J rodisction
Endesa Sustainability Report 2022, pg 109 e cheltem kit ea ot +/- 1% of F -10% i

amnual renewable production.

@ Current policies bullish scenario. @ Current policy bearish scenario.
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lllustrative Examples

Background Reporting outcome

The company tests an asset for The company discloses

Example 4 impairment but recognises no . . .

_ . . information about assumptions
Disclosure of impairment loss. The company that have a significant risk of
assumptions: general makes assumptions refated to material adjustment within the next
requirements climate-related transition risks (eg financial year

commodity prices)
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lllustrative Examples

Example 5

Disclosure of
assumptions: additional
disclosures

Example 6

Disclosure about credit
risk

A company recognises a deferred
tax asset based on an assumption
about the effective date of
announced government regulations
that will significantly affect its
operations

The company, a financial institution,
identifies two loan portfolios that
require it to manage credit risk
arising from its customers’ exposure
to climate-related risks

25

Background Reporting outcome

The company concludes that
Information about the assumption
IS material and discloses that
information even if not specifically
required by IFRS Accounting
Standards

The company discloses
information about the effects of
climate-related risks on its credit

risk exposures and credit risk
management practices, if that
information material
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lllustrative Examples

Example 7

Disclosure about
decommissioning and
restoration provisions

Example 8

Disclosure of
disaggregated
information

The company has decommissioning
obligations for its petrochemical
facilities. The present value of the
costs to settle the obligations is
immaterial because the company
expects to maintain and operate the
facilities for an extremely long time

The company owns PP&E with long
useful lives whose use results in
high amounts of greenhouse gas
emissions. It has also invested in

PP&E with lower emissions

26

Background Reporting outcome

The company concludes that
information about the obligations
IS material and discloses that
information, even though the
provision’s carrying amount is
immaterial

The company concludes that
disaggregated information
between these two types of PP&E is
material because of their dissimilar
risk characteristics and provides
disaggregated information
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lllustrative Examples

Note

 The above slides outline the fact patterns and summarise the reporting outcomes
illustrated in each example included in the Exposure Draft. These slides do not include all
relevant facts and circumstances included in the illustrative examples or explain the
application of IFRS Accounting Standards. These slides should be read alongside the full
examples for a complete understanding.

* The full examples can be reviewed in the Exposure Dratt.



https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/iasb-ed-2024-6-climate-uncertainties-fs.pdf
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Information on accounting for climate-related matters
Visit our project page s

mEIFRS ta Educational Material
(July 2023)

IFRS for SMEs Accounting
Standard Educational Material
(May 2023)

ABOUT US | AROUND THE WORLD  ISSUED STANDARDS  APPLYING STANDARDS PROJECTS NEWS & EVENTS  SERVICES  SUSTAINABILITY

Home > IFRS Foundation work plan > Chimaterelated and Other Uncestainties in the Financial

Climate-related and Other Uncertainties in the

Financial Statements

CURRENT STACE aBoUT FUBLISHED SUPPORTING CONSULTATION PROJECT HISTORY | PROJECT NEWS MEETINES

DOCUMENTS

About

The purposs of this projsct is to explors whether and, if so, how targsted actions could improve the
reporting of financial information about climate-related and ofher uncertainties in the financial statements

In the Third Agenda Consultafion, stakeholders expressed a

ihat entiies might:

« apply IFRS Accounting Standards incensistently to the reporting of climate-related risks risks in the
financial statements: and
« disclose insufficient information in the financial stalements about climate-related risks.

In response to that feedback, the IASB decided fo add this maintenance project o its work plan, which will
aim to:

« research the nature and causes of stakeholders’ concems about about the reporting on climate-
related ris|
« consider v

and
ether and what actions might be neede:

In September 2023, after researching the nature and causes of concem related to the reporting in the
financial statements on the effects of climate-related risks, the 1ASB decided to respond to stakeholder

concems by

exploring the development of educational materials and arficles (see supporting material)

consulting on some matters with the IFRS Interpretations Committee;

exploring possible illustrafive examples; and
exploring possible narrow-scope standard-setting in relation to disclosures about estmates.

To help raise awareness of requirements in IFRS Accounting Standards that can be applied lo reporting
on climate-related risks, transiations of the IFRS Foundation’s educational material on the effects of

cli Iated matters on financial will be published with ofher supporting materials as they
become available.

This project complements the wark of the Intemational Sustainabilty Standards Board (ISSB). connecting
the two sets of requirements for general purpose financial reporting. The IASB will consider the viork of
the 1SSE to the extent thal it applies to the financial stalements.

Related projects.

Amendments to the Classification and
Measurement of Financial Instruments

Climate-related Disclosures

General Sustainability-related Disclosures

Post-implementafion Review of IFRS 9—

Impairment
Power Purchase Agreements
Provisions—Targeted Improvements

Third Agenda Consultation

Related IFRS Standards

IAS 1 Presentation of Financial Stalements
1AS 36 Impairment of Assats

145 37 Provisions, Gontingent Liabilities and
Conlingent Assets

IFRS 9 Financial Instruments

IFRS S1 General Requirements for Disclosure

of Sustainability-related Financial Information

IFRS S2 Climale-related Disclosures

EEIFRS

Educational material

Effects of climate-related matters on financial statements

May 2023

IFRS for SMEs® Accounting Standard

Educational material

Effects of climate-related matters on financial
statements prepared in accordance with the
IFRS for SMEs Accounting Standard

Justas many public companies are afiected by
climate change and sforls To manage fts mpact, so

Es! Users of SMES fn ments are
increasingly inlerasted in cimata change
potential eflect on companies businoss models, cash
2

ecause of s

s Accounting Standard. Thase references

the table might be updated in the fuure. The comment
périod an the Exposura Draft closed on 7 March 2023
and the IASE willbo consideing the feadback on the

Most indusiries have been, or are likely o be, affected

by cimate changs and effors to manage £ impact.

However, some companiss, industies and actiies are

affectact mera than othere.

In November 2020, th ndation published
educations material o ilustrate how IFRS Accounting
Standards require companies to consider
climate.related maters that have 2 material afect

on the financial satements.

Acoounting Stardarde, the IFRE

about how management has considered cimaterelated
matters in preparing a company’s financial s
may ba material with respect fo the most significan
judgements and estimates that management has made.

Table A sets out examples ilustaling when the
i

n applying the principles in several soctions of
the Standard. The it is non-exhaustive—thers could
be other instances in which climate-relaied mattrs are

For purposas of ilusiration, the descriptions in the
tabla do not aays explain the folovant roquiromonts
completely, it i therefors important [0 refer 10 the
requirements in the (FRS Accounting Sitandard
when preparing financial statements.

In addiion o the speciic paragraph references 1o
[equirements in the (FRS for SMES Awgounting Standard
outined in Table A, Section 3 Fi Statement

Prasariation contsing some averarching requirements
that could ba relevant whn considering cimats related
maters. For example, paragraph 3.2 requies disciosure
of additonal information when compliance with the
specilc requirements in the IFAS for SHEs Accounting

other events and coniticns on the company
pasition and financial periormanoe. This paragraph.
i the concept of materiali

gether w

action 2 Cc iples, rquires
der whather any material information
is missing from s financial statements. Thersfore,

companios wil noed 1o consider

acompany to

nable users to understand the impact

related maers on the company's fnancial
pasition and financia poriormance. Thess overarching
be

companies
whose f

relevant when applying the IFAS (Es Accounting
Standard, for example. in the maas  defined
beneft otligatians. The tabie alss e
tothe iion of 1

‘SMEs Accounting Standard (Exposure Draf), ssued
in Seplember 2022, which proposes changes Ia the

partcuiarly afiected by climate-related matiers.

EE=1FRS
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Translations available here


https://www.ifrs.org/content/dam/ifrs/supporting-implementation/documents/effects-of-climate-related-matters-on-financial-statements.pdf
https://www.ifrs.org/projects/work-plan/climate-related-risks-in-the-financial-statements/#about
https://www.ifrs.org/projects/work-plan/climate-related-risks-in-the-financial-statements/#supporting-material
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/smes/smes-effectsclimaterelatedmatters-may2023.pdf

B3 IFRS
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Conclusion

« Evolving landscape of financial reporting
* Project on climate-related risks and uncertainties in the financial
statement
« Stepping stone for future discussions
 lllustrative examples as no intention to change existing
requirements

« Many overlapping projects: power purchase agreements,
provisions, intangibles, pollutant-pricing mechanisms
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