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Climate-related Disclosures

IPSASB Meeting (September 2024)

Agenda Item
5.1.2

INSTRUCTIONS UP TO PREVIOUS MEETING

Meeting

Instruction

Actioned

August 2024

1.

Revise the guidance relating to
which entities provide disclosures
about climate-related public policy
programs (e.g. remove principal vs.
agent guidance and consider
requirement for entities with
responsibility and accountability for
outcomes of climate-related public
policy programs), including 1G3

1. See Agenda ltem 5.2.2

Revise flowchart in paragraph 3 to
remove term “principal” and revise
to be consistent with instruction 1
above

2. See Agenda ltem 5.2.2

Revise the definition of “climate-
related public policy programs” to
bring back the full terminology of
‘public  policy program’ and
consider revision to ‘achieving
outcomes impacting climate’

3. See Agenda Item 5.3.1 paragraph
7

Revise the definition for ‘own
operations”, considering the
connection with “operational
model” and “value chain”

4. See Agenda ltem5.2.3

Review the definition of “value
chain” to clarify which entities or
individuals are excluded — rather
than those that are implementing or
executing (e.g. other public sector
entities), but those that are affected
(e.g. households, private sector
entities) and consider updates to
BC33 and BC34

5. See Agenda ltem 5.2.3

Revise requirements about risks
and opportunities related to
climate-related public policy
programs to focus on those risks
and opportunities to achieving the
intended outcomes of the programs
in core text, AGs, BC72 and 1G4

6. See Agenda ltem 5.2.4

Clarify the intention and meaning of
‘sovereign powers’ not being
limited to national government,
including in AGs and IG1

7. See Agenda ltem 5.2.2

Agenda Item 5.1.2
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Climate-related Disclosures

IPSASB Meeting (September 2024)

Agenda Item
5.1.2

8. Clarify in 1G9 and BCs that the | 8- See Agenda Item 5.3.1 BC2
IPSASB SRS are not linked to the
IPSAS such that adoption can be
considered separately

9. Clarify in 1G10 that resource | 9- SeeAgenda ltem 5.3.1 AG1.28,
providers and their representatives B.AG28, BCS
include taxpayers

10. Add in BCs the IPSASB's decisions | 10- See Agenda Item 5.3.1 BC38,
relating to incorporation of GRI in BC91-BC95
the draft ED

11. Consider adding AG or BC to clarify | 11. See Agenda ltem 5.3.1 AG2.4
that public policy programs may provides e>_<amp|<_as qf public policy
include those that indirectly programs, including infrastructure
influence decisions or behaviors, which may indirectly influence
such as development or behaviors. BC26 acknowledges
infrastructure the challenges with terminology

and definitions, and SMC6 asks for
feedback on the definition for
‘public policy programs’

12. Review the terminology used in | 12. Staff discussed with Board
relation to policy “setting” vs. members and recommend using
“establishing” and “implementing” the terms “design”, “implement”
vs. “executing” and “monitor” when describing the

different activities involved in
public policy program processes.
See updates throughout Agenda
ltem 5.3.1

13. Revise section title for BC51-BC52 | 13. See Agenda Item 5.3.1 BC55-
to refer to GAAP only BC56

14. Review BC59 reference to | 14. See Agenda Iltem 5.3.1 BC63
business travel and leased assets,
which are only Scope 3

15. Review language and use of | 15 S_taff have removed the use of
“informed” throughout the drafting ‘informed” from paragraphs on
for ease of understanding climate resilience, and also on

sections where individual
comments indicated difficulties
with understanding. See updates
throughout Agenda Item 5.3.2

16. Review BCO98 to clarify language | 16. See Agenda Item 5.3.1 BC97
and placement of aligning
approach with ISSB with regards to
materiality

17. Review section title for BC92-95 to | 17. See Agenda ltem 5.3.1 BC91

reflect decisions around
determining material information

Agenda Item 5.1.2
Page 2
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Agenda Item
5.1.2

18. Review use of “intended outcomes”
versus “outcomes” as disclosures
should provide information about
all outcomes, not only those
intended outcomes

18. See Agenda Item 5.3.1 — clarified
throughout drafting

June 2024

1. Include an SMC to ask constituents
whether they agree that the scope of
the future Standard should require
disclosure of material climate-related
information about public policy
programs explicitly designed to
address climate change or whether
disclosures should be provided for all
types of public policy programs that
may impact climate, such as policies
relating to energy, transport, and
agriculture sectors

1. See Agenda ltem 5.2.5.

2. Review paragraph 25 with
reference to RPG 1 to determine
whether removing the relief to lower
thresholds for disclosures relating
to climate-related public policy
programs is appropriate. Consider a
SMC to seek stakeholder feedback

2. See Agenda Item 5.3.1 AG2.29-
AG2.31. The updated requirements
relating to financial effects of
climate-related public policy
programs are separate and different
from IFRS 2, therefore the relief and
reference is no longer applicable.
Therefore, staff recommend a SMC
on this is not required

3. Include an SMC on the IPSASB’s
proposal to provide a rebuttable
presumption for using the GHG
Protocol Corporate Accounting and
Reporting Standard

3. See Agenda ltem 5.2.5

4. Include an SMC on whether there are
other Scope 3 emissions specific for
the public sector, not within the
categories according to the GHG
Protocol Scope 3 Guidance that
should be required for disclosure

4. Staff recommend to not include a
SMC on this as the Scope 3
categories applicable are defined
by GHG Protocol and the draft ED
excludes activities of other entities
and/or individuals to implement the
reporting entity’s public policy
programs

Agenda Item 5.1.2
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5. Include an SMC on the proposed | 5. See Agenda Item 5.2.5
transition  provisions and ask
respondents to specify what
additional exemptions may be
needed for public sector and the
rationale

6. Review requirement to disclose | 6. See Agenda ltem 5.2.5
climate-related information at the
same time as financial statements
and consider an SMC on timing of
reporting

Agenda Item 5.1.2
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IPSASB Meeting (September 2024)

Agenda Item
5.1.3

DECISIONS UP TO PREVIOUS MEETING

Meeting

Decision

BC Reference

August 2024

1.

Subject to the instructions above, the definition
of ‘climate-related public policy programs’ is
appropriate.

BC24

Itis appropriate to allow the option for entities to
provide additional disclosures on other public
policy programs in the BCs.

BC17

It is appropriate to use the term ‘outcomes’
generally, and define the term ‘public policy
program outcomes’.

BC43

It is appropriate to provide additional public
sector context for (i) public sector governance
structures, (ii) financial implications, and (iii)
climate resilience.

BC71-72, BC75, BC79-80

It is appropriate to provide an IG on other non-
climate-related public policy programs.

BC109

It is appropriate to provide additional public
sector context in the IEs, including the (i)
disaggregation of a policy-setting function, and
(i) impacts to the economy, environment, and
people.

BC109

July 2024

Subject to the instructions above, to clarify the
difference between an entity’s own operations
from climate-related public policy programs,
including (i) providing additional guidance on
the scope; (i) revising terms and definitions;
and (iii) providing detailed application guidance.

BC24

Subject to the instructions above, the proposed
revisions to restructure and simplify the draft ED
are appropriate.

BC24-25

It is appropriate to include the recommended
IGs and IEs from the Accompanying Guidance
on IFRS S1 General Requirements for
Disclosure of Sustainability-related Financial
Information and the Accompanying Guidance
on IFRS S2 Climate-related Disclosures.

BC96

Agenda ltem 5.1.3
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Agenda Item
5.1.3

10.

It is appropriate to exclude the industry-based
guidance from Accompanying Guidance on
IFRS S2.

BC97

11.

Subject to the instructions below, it is
appropriate to include the proposed additional
public sector IG and IE topics: (i) definitions; (ii)
climate-related public policy programs -
strategy; (iii) climate-related public policy
programs — metrics and targets; (iv) transition.

BC99

12.

Subject to the instructions below, the proposed
questions, outline, and responses for the
additional IG and IE topics were appropriate.

BC99

June 2024

13.

Subject to the instructions above, it is
appropriate that the scope of reporting for public
policy programs should be limited to those
policies that are explicitly designed to address
climate.

BC16

14.

Subject to the instructions above, the
instructions from the IPSASB May check-in
meeting were appropriately addressed.

N/A

15.

Subject to the instructions above, the principles
and guidance for disclosing greenhouse gas
emissions of climate-related public policy
programs through an estimated amount of
change, is appropriate.

BC70

16.

It is appropriate to adopt a principled approach
in allowing entities to determine what other
metrics to disclose relating to public policy
programs.

BC69-70

17.

Subject to the instructions above, it is
appropriate to (i) align disclosure requirements
relating to GHG emissions for an entity’s own
operations with IFRS S2, except for requiring
the use of the GHG Protocol Corporate
Accounting and Reporting standard, and (ii)
including a rebuttable presumption that public
sector entities report using the GHG Protocol
Corporate Accounting and Reporting standard.

BC52

18.

Entities should report material Scope 3
emissions relating to their own operations.

BC55

Agenda ltem 5.1.3
Page 2
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Agenda Item
5.1.3

19.

Private sector industry-based guidance should
be used as an optional reference for industry-
based metrics.

BC60

20.

Internal carbon price is appropriate for the
public sector, both within own operations and
for setting strategy for climate-related public
policy programs.

BC59

21.

Subject to the instructions above, the
transitional  provisions to (i) exclude
comparative information, (ii) exclude Scope 3
GHG emissions disclosures and (iii) report
climate-related disclosures after publication of
the entity’s financial statements in the first
annual reporting period, are appropriate.

BC75

22.

It is appropriate to align with IFRS S1 guidance
on (i) location of disclosures, (ii) comparative
information, (i) compliance, and (iv)
judgments.

BC83

23.

Subiject to the instructions above, the guidance
on (i) timing of reporting, (i) measurement
uncertainty, (iii) errors, and (iv) sources of
guidance, are appropriate.

BC83-75

March 2024

Subiject to the instructions from March 2024, a
key objective and aim of public sector Climate-
related Disclosures is to provide disclosures of
climate-related information to support decision
making and accountability of entity’s
contribution to the latest international
agreements and jurisdictional commitments to
combat climate change.

BC19-21

Subject to the instructions from March 2024, a
key difference for public sector reporting that
requires additional guidance is the public
sector's ability to influence other entities,
including other economic sectors, through its
policy setting and regulatory activities, including
impacts on the economy, environment and
people of its policies.

BC5-11

Agenda ltem 5.1.3
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Climate-related Disclosures

IPSASB Meeting (September 2024)

Agenda Item
5.1.3

Subiject to review of the draft ED, governance,
strategy and risk management disclosures may
be aligned with IFRS S2 for an entity’s own
operations, however, additional disclosures are
required for an entity’s policy setting activities,
as applicable.

BC12-17

December 2023

Subject to the instructions above, the objective
of public sector Climate-related Disclosures is
to provide principles for disclosures of
information on climate-related impacts, risks
and opportunities to support decision making
and accountability of entity’s contribution to
combat climate change.

BC19-38

Subject to the instructions above, the guidance
for identifying information for disclosures,
including (i) understanding the entity’s context,
(ii) identifying climate-related impacts, risks and
opportunities and (iii) determining material
information, is appropriate.

BC92-BC95

The definition of materiality as per the IPSASB
Conceptual Framework should be used for
climate-related disclosures.

BC79

September 2023

The Board decided that Climate-related
Disclosures should be developed based on the
process including:

e building off of IFRS S2 and GRI climate-
related topic standards,

e leveraging sustainability expertise through
the IPSASB’s education sessions, and

e drawing on the discussions in the IPSASB
Sustainability Reference Group and the
Climate Topic Working Group.

BC13

The Board decided that the terms and
definitions recommended for operational
model, GPFRs, primary users of GPFRs, and
reporting entity, were appropriate subject to
refinement to reflect its instructions.

N/A

June 2023

The Board decided unanimously to move
forward with the development of guidance on
Climate-related Disclosures.

N/A

The Board decided that sustainability reporting
pronouncements should be issued as
authoritative standards that should be separate
from the current suite of IPSAS.

N/A

Agenda ltem 5.1.3
Page 4
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Agenda Item
5.1.3

The Board approved the Climate-related
disclosures project brief by a vote.

N/A

March 2023

The Board decided to move forward with
scoping the potential initial sustainability

reporting projects using a framework based on:

e Consultation Paper on Advancing Public
Sector Sustainability Reporting Guidance
and feedback received from constituents;

e |PSASB Conceptual Framework as it
relates to objectives, users and information
needs;

¢ |FRS Sustainability Standards; and

¢ GRI Standards.

N/A

December 2022

The Board decided to commence scoping and
research work on potential public sector
sustainability reporting projects pending
securing the resources needed to begin
guidance development.

N/A

March 2022

All instructions provided up until March 2022
were reflected in the_Consultation Paper on
Advancing Public Sector Sustainability

Reporting

N/A

Agenda ltem 5.1.3
Page 5
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SUSTAINABILITY REPORTING
PROJECT ROADMAP

Meeting Completed Actions or Discussions / Planned Actions or Discussions:
March 2022 1. Approve Consultation Paper
May 2022 — 1. Document Out for Comment
September 2022
October 2022 1. Preliminarily Review of Responses
December 2022 1. Review of Responses to Consultation Paper
2. Discussion of Issues
June 2023 1. Approval of Climate-related disclosures Project Brief
September 2023 1. Review project plan and roadmap
December 2023 1. Review [draft] ED sections: Objective, Scope and Conceptual Foundations
2. Page flip
March 2024 1. Discuss principles for [draft] ED sections: Governance, Strategy, Impacts and
Risk Management
May 2024 1. Review [draft] ED: Governance, Strategy, Impacts and Risk Management
2. Pageflip
June 2024 1. Review [draft] ED: Metrics and Targets, General Requirements and
Transitional Provisions
2. Page flip
July 2024 1. Review [draft] ED sections: Scope, Restructure of all sections
2. Discussion of Implementation Guidance and lllustrative Examples
August 2024 1. Review [draft] ED: Implementation Guidance and lllustrative Examples
2. Page flip
3. Discussion of any remaining one-off issues if necessary
September 2024 1. Review final changes
2. Review SMCs
3. Approval of ED

Agenda ltem 5.1.4
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Project Management Process and Next Steps

Purpose

1.

This paper provides an overview of the activities and developments relating to the IPSASB
Sustainability Reporting Standards™ (IPSASB SRS™) ED Climate-related Disclosures Standard
since the Board’s August 2024 optional check-in meeting. This paper is provided for information
purposes.

Background

2.

At the August 2024 check-in meeting, the Board focused on:
(8) Reviewing staff recommendations to address instructions from the July check-in meeting;

(b) Performing a section-by-section review of the draft ED to raise comments on specific sections
of the draft ED;

(c) Reviewing the annotated draft IGs and IEs, which reflect those agreed upon by the Board at
the July 2024 check-in meeting.

Following the check-in meeting, staff worked closely with those Board members who had raised most
comments during the check-in meeting, and who agreed to act as ‘issue owners’ in the September
meeting after helping to finalize recommendations on the key issues (Agenda ltems 5.2.2 — 5.2.4) to
address Board comments and instructions.

All Board instructions from the August 2024 check-in meeting and staff actions to address those
instructions are summarized in Agenda Item 1.1.2.

In addition, in preparation for final approval of the draft ED in September, staff have:

(a) Performed a cross-check against IFRS S1 and S2 for completeness and to ensure alignment
and adaptations have been captured as intended;

(b)  Met twice with ISSB members to discuss feedback and comments on the draft ED; and

(c) Updated cross-references and formatting to support review and finalization of the draft ED.

September Board Meeting

7.

At the September Board meeting, the IPSASB will:

(8) Review papers setting out staff recommendations to address key issues from the August
check-in meeting, specifically:

0] Revisions to the “principal vs. agent” concepts to clarify which entities are required to
provide disclosures about climate-related public policy programs (Agenda ltem 5.2.2);

(i)  Clarification of “own operations” and “value chain” (Agenda ltem 5.2.3);

(i)  Revisions to the terminology and disclosures about “risks and opportunities to climate-
related public policy programs and their outcomes” (Agenda ltem 5.2.4);

Agenda ltem 5.2.1
Page 1
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(b) Perform a section-by-section review of the updated draft ED (Agenda 5.3.1);

(c) Review the proposed Specific Matters for Comment (Agenda Item 5.2.5); and

(d)  Vote on the approval of the draft ED (Agenda Item 5.2.6).

Board plenary time for the climate-related disclosures project (Agenda Item 5) at the September
meeting will be divided across two days (Tuesday September 17 and Wednesday September 18).

On Wednesday September 18, task force meeting time will also be used as a drafting session where
Board members, especially those who provide comments and instructions during the plenary, are
encouraged to participate to collaborate directly with staff to ensure the satisfactory resolution of
issues in finalizing the draft ED for public consultation.

Next Steps

10.

11.

12.

13.

If the Board approves the draft ED, staff will work with an editorial group in the normal way in
preparation to publish the draft ED.

Along with publication of the draft ED, staff will prepare supporting communication materials including
the “At-A-Glance” document and videos.

Staff and Board members will engage with constituents and stakeholders to seek feedback on the
ED through various events, including:

(8 Regional Roundtables in 2024 (Latin America, Middle East North Africa and in Asia) and 2025
(Africa — English and French speaking, and Europe); and

(b)  Other specific communities and conferences:
0] Investor community, including through a workshop at UN PRI in Person;

(i)  Indigenous communities, including through meeting with the Canadian Public Sector
Accounting Board’s Indigenous Advisory Group; and

(i)  Public sector audit community, including at ACCA public sector conference and CPA
Canada Public Sector conference.

Staff anticipate the draft ED and supporting materials will be finalized for late October in time for the
planned launch at the World Bank Annual Meetings.

Agenda ltem 5.2.1
Page 2
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Responsibility for Climate-related Public Policy Programs

Question

1.

Does the IPSASB agree with the recommendations to clarify which entities are required to provide
disclosures about climate-related public policy programs and their outcomes?

Recommendation

2.

Staff recommend that entities with responsibility for climate-related public policy programs should
provide disclosures about climate-related public policy programs and their outcomes.

To clarify this, staff recommend the following updates to the draft ED:

(8) Updating the objective and scope sections of the core text, including the flow chart, to state
that climate-related public policy program disclosures are relevant to entities with responsibility
for climate-related public policy programs;

(b) Revising relevant paragraphs of Application Guidance 2 — Climate-related Public Policy
Programs to provide guidance on who has responsibility for climate-related public policy
programs; and

(c) Updating the Basis for Conclusions to reflect Board decisions and discussions; and

(d)  Adding Implementation Guidance and lllustrative Examples to illustrate the principle.

Background

4.

At the August 2024 optional check-in meeting, IPSASB members instructed staff to:

(8) Revise the guidance relating to which entities provide disclosures about climate-related public
policy programs (e.g. remove principal vs. agent guidance and consider requirement for entities
with responsibility and accountability for outcomes of climate-related public policy programs),
including 1G3;

(b) Revise flowchart in paragraph 3 to remove term “principal” and revise to be consistent with
instruction above.

Following the August check-in meeting, staff worked closely with Board members, including the Board
‘issue owner’, Andrew van der Burgh, on these issues to develop the proposed recommendations.

The following paper provides analysis supporting the recommendations and should be read together
with the proposed changes to relevant sections of the draft ED in Appendix 1 below as well as Agenda
ltem 5.2.3.

Analysis

7.

At the August check-in meeting, Board members raised concerns with the use of the terms “principal”
and applying the IPSAS 35 concepts of “principal vs. agent” used for determining control for financial
reporting to determining the “policy setter” vs. “delivery agent”. Board members instructed staff to
consider removing these terms and concepts such that the disclosures should be provided by entities
responsible and accountable for the outcomes of the climate-related public policy programs.

Agenda ltem 5.2.2
Page 1

Page 16



10.

11.

Climate-related Disclosures Ag en d a Ite m

IPSASB Meeting (September 2024) 5 2 2

Staff reflected on this and discussed with some Board members, including the Board ‘issue owner’,
to clarify that disclosures about climate-related public policy programs should be provided by entities
with responsibility for such programs.

Responsibility for climate-related public policy programs may be across one or more entities.
Therefore, each entity should provide disclosures about its area of responsibility. For example, an
entity charged with executing or managing a policy developed by another entity would provide
disclosures about the climate-related public policy program that is relevant to its role and
responsibility for the public policy program.

In this way, despite the challenges and complexity of different structures for policy making and
implementation across jurisdictions, the disclosures across entities with various responsibilities for
the climate-related public policy program would be complementary and provide primary users with
the information about climate-related public policy programs.

To support this assessment of determining who has responsibility for providing disclosures about
climate-related public policy programs, staff recommend:

(&) Providing factors that may indicate responsibility for climate-related public policy programs in
in Application Guidance 2 — Climate-related Public Policy Programs;

(b)  Updating the Basis for Conclusions to clarify the Board’s intention and decisions on how entities
should report on their areas of responsibility; and

(c) Adding Implementation Guidance and an lllustrative Example to illustrate this principle.

Decisions Required

12.

Does the IPSASB agree with the recommendations?

Agenda ltem 5.2.2
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Appendix 1 — Proposed Draft ED changes

Following are extracts of all paragraphs in the Core text, Application Guidance, Basis for Conclusions and
Non-authoritative Guidance that are related to clarifying responsibility for climate-related public policy
program disclosures. Track changes reflect the proposed drafting updates to reflect the approach
described in Agenda Item 5.2.2.

Core Text

16.

17.

This [draft] Standard requires an entity to disclose material information about:

(@)

(b)

The climate-related risks and opportunities that could reasonably be expected to affect the
long-term fiscal sustainability of an entity, including the long-term sustainability of the services
and/or programs it delivers (for the purposes of this [draft] Standard, these are collectively
referred to as ““climate-related risks and opportunities to an entity’s own operations”); and

Where an entity has responsibility for a climate-related public policy pregramsprogram, the

outcomes that could reasonably be expected-as-aresult-ofattributed to these, including their
effects on society, the environment and economy.

An entity shall apply this [draft] Standard in reporting on:

(@) Climate-related risks to which an entity is exposed, including but not limited to physical
risks and transition risks;
(b) Climate-related opportunities available to the entity; and
(c) Where an entity has responsibility for a climate-related public policy programsprogram,
the outcomes from thoesethat climate-related public policy pregrams-program.
Is the entity responsible for prinei e
any public policy programs (see paragraph AG2.4 and
AG2.7-AG2.9)?
[ : |
— No Yes
|
Do any of these programs have a
primary objective to achieve
outcomes impacting climate (see
paragraph AG2.5-AG2.6)?
|
[ |
No Yes
I I
| 1
Provide disclosures about climate-related Provide disclosures about climate-related
risks and opportunities to the entity’s public policy programs and their related
operations (see paragraph AG1.18). outcomes (see paragraph AG2.17)

Agenda ltem 5.2.2
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4. Asillustrated by the flow chart (see paragraph 3), disclosure requirements relating to climate-related
risks and opportunities to an entity’s own operations are expected to be applicable for all entities
while—disclosures—related-te. Disclosures about climate-related public policy programs and their
related-outcomes will only relatesto-be applicable for those entities that are principal-{i.e—peolicy

setter% esgon3|bl e for such peliey-programs (see paraqraphs AG2.7-AG2.9-Entities-may-referto-the

Appendix Al: Application Guidance — Own Operations

AG1.17.

Therefore, public sector entities may face heightened-risks-teparticular challenges in managing
climate-related risks and opportunities and delivering their mandates such as:

(a) Policy activity-leadership risk —such-as the risk of inconsistent strategies across levels of
government to achieve net zero or insufficient funding or support for entities to implement
policies;

(b) Accountability risk — such—as—unelearthe lack of clear roles and responsibilities on how
entities contribute to regional, national or subnational climate commitments and targets; or

(c) Coordination and delivery risk — such-as-the failure to collaborate effectively across entities

responsible for public policy setters—and-implementersprograms to address system-wide
challenges.

Appendix A2: Application Guidance — Climate-related Public Policy Programs

Scope (see paragraphs 3-6)

AG2.21

AG2.22.

AG2.23.

. Paragraph 17 requires disclosures about the climate-related risks and opportunities to an entity’s

own operations and disclosures about climate-related public policy programs and their intended
outcomes.

Appendix A2: Application Guidance — Climate-Related Public Policy ProgramsFhis-Appendix-A2:

Application—Guidance— Climate-RelatedPublicPolicyPrograms provides requirements and
guidance inrelation-tefor climate-related public policy programs and their intended-outcomes.

These requirements and guidance are required for all public sector entities that are the-principal
{i-e—poliey-settery-ofresponsible for a climate-related public policy pregramsprogram to provide
information to primary users to enable decision-making and holding entities accountable to the
climate-related public policy programs thatfor which they setare responsible.

Responsibility for Climate-related Public Policy Programs -Becision-Making-rightsfor-Public Policy

. .

AG27-The disclosures required in this [draft] Standard about climate-related public policy programs are

required by entities with responsibility for a climate-related public policy program.
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AG2.7

AG2.8 An entity shall consider all facts and circumstances when assessing whether it has responsibility
for a climate-related public policy program. Factors that may indicate that an entity has such
responsibility include:

a. Leqislation that states that the entity is responsible for the climate-related public policy
program;

b. Responsibility for the design of the climate-related public policy program:;

c. Responsibility for implementing and/or _monitoring the climate-related public policy
program; or
d. Accountability for the consequences of not achieving the outcomes, including ability to

make decisions about changes to the policy, or introduction of new policy to achieve the
outcomes.

AG2.8AG2.9 The processes to design, implement, and monitor public policy programs may vary
across jurisdictions, programs, departments, etc. and often involve different public sector entities.
Entities should provide disclosures related to their area of responsibility for a climate related public
policy program. For instance, an entity may design a climate-related policy, but another entity may
have responsibility for implementing the climate-related public policy program — each entity should
provide disclosures related to its area of responsibility. Entities will need to exercise judgment to
determine which disclosures to provide based on its responsibility for the climate-related public

policy program.
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AG2.17. An-entity-that-is-the-peliey-setterAn entity that has responsibility for climate-related public policy
programs shall provide climate-related disclosures to enable primary users of general purpose
financial reports to understand the entity’s:

Basis for Conclusions

Responsibility for Climate-related Public Policy ProgramsPeliey-setter-versus-delivery-agent

BC.45 The IPSASB acknowledged that there are often multiple public sector entities involved in the
various stages of public policy process and different entities may play different roles with regards
to a policy as illustrated below.

BC.46 Each different entity (illustrated in green) may have some responsibility for a climate-related public
policy program. Each of these entities would need consider its responsibilities towards the climate-
related public policy program and its outcomes in determining which disclosures it would need to
prepare.

Policy Design

Policy Monitoring

Policy Implementation

Affected
Entities

Public or Private sector

Affected

Individuals
Households

BC.47 Given that the objective of disclosures on climate-related public policy programs is to help
primary users understand whether a climate-related public policy program is achieving the intended
outcomes, the IPSASB decided that entities involved in the public policy program process should
be required to provide the disclosures about climate-related public policy programs based on their
context and extent of responsibilities in relation to the policy program. As a result, despite the
complexity of different structures, the disclosures across entities would be expected to complement
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each other and provide primary users with a complete picture of climate-related public policy
programs, including reporting on governance, strategy, financial implications and greenhouse gas
emissions, providing transparency and accountability for these programs.

BC47BC.48 The IPSASB recognized that there may be complexities and judgment needed in
determining which-entity-is-the-policy-setter—an entity’s responsibility for a public policy program
and what disclosures would be required based on the entity’s role and responsibilities. However,
given the diversity of structures to develop and implement climate-related public policy programs
across jurisdictions, the IPSASB could not provide prescriptive guidance and decided additional
implementation guidance and illustrative examples may support preparers in this assessment.

Implementation Guidance

IG3. How does an entity determine whether it is responsible for climate-related public policy

programsa-pelicy setter-or-a-delivery-agent?

A: An entity will need to exercise judgment to determine whether or not it is responsible for a climate-
related public policy program. In doing this, the entity should consider all facts and circumstances
and may consider factors such as whether there is legislation that states that the entity is responsible
for the public policy program, whether the entity has responsibility for decision-making in designing
and development of the public policy program or making changes to the program post-
implementation, or whether the entity has responsibility for implementation and/or monitoring of a
program. Not all factors are needed for an entity to have responsibility for the climate-related public
policy program. Where an entity has responsibility, in part or whole, for a climate-related public policy
program, the entity will need to exercise judgment in determining what information is material for
disclosure in relation to its responsibility for the climate-related public policy program and its
outcomes.
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IG4. Does a subnational government have responsibility for climate-related commitments set at a

IGS5.

1G9.

national level?

A: It depends. An entity will need to exercise judgment to determine whether or not it is responsible
for a climate-related public policy program contributing to national climate commitments.

For example, a national government may have national climate commitments for the jurisdiction and
provides funding for its climate-related policies to a subnational government to implement a climate-
related public policy program. Though the subnational government does not have national level
sovereign powers, it may have responsibility for designing and implementing climate public policies
for its own jurisdiction, and must assess whether it a responsible, in part or in whole, for the climate-
related public policy program delegated by the national government.

Can an entity provide disclosures about public policy programs and related outcomes if its
primary objective is not to address climate change?

A: Yes, entities have the discretion to provide disclosures regarding these public policy programs and
their outcomes, even if their primary purpose does not involve addressing outcomes impacting
climate. However, that is not required under this Standard.

activities_included in the measurement of the change in greenhouse gas emissions resulting

from climate-related public policy programs?

A: No. Metrics relating to climate-related public policy programs, such as greenhouse gas emissions,
are designed to capture outcomes of the program itself. The entity’s own emissions from designing,
implementing and/or monitoring such programs through its operational model and value chain, are
disclosed as part of the entity’s own operations reporting.

Illustrative Examples

Responsibility for Climate-related Public Policy Programs

IE32.

The following example illustrates assessments of whether an entity has the responsibility for a

climate-related public policy program for the purposes of this [draft] Standard.

Example 5 — Compliance with a Climate-related Public Policy Program

IE3S.

The Ministry of the Environment designs a broad climate-related public policy to reach net zero

IE34.

greenhouse gas emissions by 2050 and designs programs to achieve this intended outcome. One
of the climate-related public policy programs requires other public sector entities to transition to
electric vehicles. As a result, the Ministry of Transport converts its fleet of buses to electric vehicles.

The Ministry of Transport determines, based on paragraphs AG2.7-AG2.9, that it does not have

responsibility for this climate-related public policy program. The Ministry of Transport would include
reporting about its own operations, including the replacement of diesel buses to electric buses, as
part disclosures related to its own operations.
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The Ministry of the Environment determines that it has the responsibility and accountability for the

broad climate-related public policy program, including the program to transition public sector entity
vehicles to electric vehicles, and provides disclosures about these programs and their outcomes.

Example 6 — Design and Implementation of a Climate-related Public Policy Program

IE36.

The Ministry of the Environment designs a broad climate-related public policy to reach net zero

IE37.

greenhouse gas emissions by 2050. It determines that transportation is a major contributor to
greenhouse gas emissions in its jurisdiction and delegates responsibility to reduce transport-related
emissions to the Ministry of Transport.

The Ministry of Transport receives funding from the Ministry of the Environment and is responsible

IE3S.

for _designing and developing programs to reduce transport-related emissions. It designs and
implements a program to install a network of electric vehicle charging stations across its highway
and road systems.

The Ministry of Transport determines, based on paragraphs AG2.7-AG2.9, that it has responsibility

and accountability for the outcomes of the climate-related public policy program for electric vehicle
charging stations. The Ministry of Transport would provide relevant public policy program disclosures
about its responsibilities for designing and implementing the program that contributes to the broader
climate-related policy designed by the Ministry of the Environment.

1E32:IE39. The Ministry of the Environment determines that it has the responsibility and provides

disclosures for the broader climate-related public policy programs.

Identifying reasonably attributable outcomes from climate-related public policy activities

IE40.

IE41.

An entity determines, based on IG2, that its home insulation subsidy program is a climate-related
public policy program within the scope of disclosure of the [draft] Standard. To identify climate-
related public policy program outcomes, the entity applies materiality in determining information for
disclosure (see paragraphs B8—B10). In addition, the entity refers to 7, which provides a definition
on public policy program outcomes, which are impacts on the economy, environment and people,
and occur as a result of, or are reasonably attributable to the public policy program.

The entity identified several material outcomes related to the policy program:

(& Reduced electricity use, as the subsidy incentivizes consumers to purchase and install more
insulation, which is expected to reduce natural gas and electricity use in homes, thereby
reducing GHG emissions;

(b) Increase in disposable income due to savings from reduced electricity bills to heat homes,
leading to increased GHG emissions from additional consumed goods;

(¢) Increased emissions from insulation manufacturing when businesses produce more
insulation, leading to increased GHG emissions;

(d)  Future development of insulation material standards due to growing prevalence of home
insulation; and

(e) Decrease in public healthcare spending due to reduction in respiratory diseases from GHG
emissions.
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The entity first considered which of these material outcomes are impacts on the economy,
environment and people. The entity concluded that IE41(d) is an operational change on the
industry, rather than an impact on the economy, environment, and people, therefore decided not to
include this outcome in their disclosures.

Next, the entity considered which of these material outcomes that have an impact on the economy,

environment and people, are reasonably attributable. The entity concluded, through its own

analysis, that it is difficult to reasonably estimate and attribute IE41(b), IE41(c), and IE41(e), and

therefore excluded it from forming part of their disclosures.-Fhereforethe-entity-identified-three
. : . ” -

Therefore, the entity has-coircluded that IE41(a), reduced electricity use, is with-in the disclosure
boundary as it is expected to be a material and reasonably attributable outcome of the public policy

program.

Greenhouse gas emissions from climate-related public policy programs

IE45.

IE46.

IE47.

IE48.

Paragraph 26(a) requires entities to disclose the amount and approach to estimating greenhouse
gas emissions resulting from policy program. An entity may use its own approach, aligning with the
framework provided in paragraphs AG2.36—AG2.37. Paragraphs |IE46-IE50 demonstrate an
approach an entity could take to estimate a change in emissions resulting from a policy program.

An entity carries out the exercise in Paragraphs IE40-IE44 to identify reasonably attributable
outcomes to estimate its greenhouse gas emissions from the home insulation subsidy program.

The entity defines a baseline scenario for its climate-related public policy program (see paragraph
AG2.37(a)). The baseline scenario is assumed to be the continuation of historical residential energy
consumption trends, dependent on projected changes in household income and current rates of
home insulation, absent the subsidy. The entity estimates baseline emissions from natural gas use
using the following methodology:

(a) Baseline emissions for household natural gas combustion (t COze/year) = historical natural
gas use (MMBtu/year) x (1+ % change in GDP) x baseline emission factor (t CO2e/MMBtu);

(b) The estimated values of the parameters in this equation are assumed to be:
0] Average annual historical natural gas use (1,000,000 MMBtu/year);
(i)  Average annual change in GDP (2%); and
(i)  Baseline emission factor (0.2 t CO2e/MMBtu)

(c) Baseline emissions in a given year are calculated as: 1,000,000 MMBtu/year x1.02 x x 0.2 t
CO2e/ MMBtu = 204,000 t CO:elyear.

The entity defines a policy scenario in the presence of the climate-related public policy program
activity (see paragraph AG102(b)), determining that a forward-looking estimation greenhouse gas
emissions is appropriate for this policy, which is yet to be implemented (see paragraph AG104(a)).
To estimate policy scenario emissions, the same emissions estimation methodology is used, but
the assumed parameter values in the policy scenario are different:
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(@) Policy scenario emissions for household natural gas combustion (t CO2e) = policy scenario
natural gas use (MMBtu/year) x policy scenario emission factor (t CO2e/MMBtu).

Policy scenario natural gas use is estimated to be 910,000 MMBtu/year, a reduction from the
baseline scenario of 1,000,000 MMBtu/year. The entity made this estimation based on the
assumption that 30% of households will install insulation as a result of the subsidy. The entity also
assumed that the insulation will reduce household natural gas use by 30%. Overall, the climate-
related public policy program will lead to a 9% reduction (30%x 30%) in residential natural gas use.
The policy scenario emission factor is assumed to be the same as in the baseline scenario (0.2 t
CO2e/MMBtu), since the policy does not affect the emissions intensity of natural gas.

Policy scenario emissions in a given year are calculated as: 910,000 MMBtu/year x 0.2 t COze/
MMBtu = 182,000 t COzelyear.

The entity took a forward-looking approach to assess and estimate the outcomes, which is a GHG
effect resulting from implementing a home insulation subsidy. From the policy program, the entity
estimated a reduction of 22,000 t COze/year in the same year (policy scenario emissions of 182,000
— baseline emissions of 204,000).
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Own Operations and Value Chain
Question
1. Does the IPSASB agree with the recommendations to clarify “own operations” and “value chain™?
Recommendation
2. Staff recommend providing clarification to “own operations” and “value chain” by:
(@) Updating definitions for “own operations” and “value chain”;

(b) Revising relevant paragraphs of Application Guidance 1 — Own Operations to clarify integration
of “operational model” in “own operations” and the principles of Scope 3 value chain emissions
excluded from an entity’s own operations; and

(c) Updating Basis for Conclusions to reflect Board decisions and discussions; and

(d)  Adding Implementation Guidance and lllustrative Examples to illustrate the principles behind
“value chain”.

Background
3. At the August 2024 optional check-in meeting, IPSASB members instructed staff to

(&) revisit the definition for ‘own operations”, considering the connection with “operational model”
and “value chain”; and

(b) review the definition of “value chain” to clarify which entities or individuals are excluded — rather
than those that are implementing or executing (e.g. other public sector entities), but those that
are affected (e.g. households, private sector entities) and consider updates to BC33 and BC34.

4, Following the August check-in meeting, staff worked closely with Board members, including the Board
‘issue owner’, Renee Pichard, on these issues to develop the proposed recommendations.

5. The following paper provides analysis supporting the recommendations and should be read together
with the proposed changes to relevant sections of the draft ED in Appendix 1 below as well as Agenda
ltem 5.2.2.

Analysis
Definition of “own operations”

6. At the August check-in meeting, Board members noted that the S2-aligned definitions for “operational
model” captured important concepts connected to inputs, outputs, outcomes and objective and
strategy development and the relationship to “value chain”. However, Board members expressed
concern that these were not reflected in or connected to the proposed definition of “own operations”.

7. Further, Board members added that clarification was needed around the exclusion of public policy
programs from “own operations”.

8. Staff recommend these issues can be addressed by updating the definition of “own operations” to:
(& Include the term “operational model” in the definition of “own operations”; and
Agenda ltem 5.2.3
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(b) Clarify that “outcomes of public policy programs” are excluded from reporting on “own
operations”.

Own operations include all of the activities_in an entity’s operational model-ef-an-entity-ranging

from-service-delivery-to-peliey-setting, other than the outcomes of public policy programs-and

Staff recommend reflecting these changes throughout relevant paragraphs of Application Guidance
1 — Own Operations and clarifying this intention in the Basis for Conclusions. See proposed updates
to the draft ED in Appendix 1.

Clarification of “value chain”

10.

11.

12.

13.

14.

At the August check-in meeting, Board members discussed further clarifications around what is
included or excluded from an entity’s value chain relating to its own operations, including what
emissions an entity that has responsibility for climate-related public policy programs would include in
reporting on its own operations.

Staff reflected on this and discussed with some Board members, including the Board issue owner, to
clarify that the value chain for reporting on greenhouse gas emissions from an entity’s own operations
(i.e. Scope 3 emissions) should exclude the effects of public policy programs on other entities and/or
individuals.

Staff noted that the concept of “value chain” applies to various aspects of reporting on an entity’s own
operations, including identifying climate-related risks and opportunities throughout the entity’s value
chain. Staff and Board members acknowledged that public policy programs and an entity’s own
operations are interrelated, and an entity’s responsibility for public policy programs may impact other
areas of disclosure about an entity’s own operations.

Staff also noted exclusions of public policy programs from the value chain of an entity’s own
operations is relevant in relation to disclosures about an entity’s Scope 3 greenhouse gas emissions.
For example:

(& An entity that is only responsible for policy design would exclude emissions from all
downstream entities and/or individuals affected by the public policy program; and

(b)  An entity charged with implementing or managing a public policy program developed by
another entity would exclude the emissions from the other entity that designed the public policy
program and any other downstream entities or individuals that are affected by the public policy
program.

To provide clarity that disclosure of an entity’s Scope 3 emissions from its own operations excludes
upstream and downstream emissions relating to public policy programs, staff recommend:

(@ Removing the previously proposed exclusion of public policy programs from the definition of
“value chain”, aligning with the definition in IFRS S2;

(b)  Providing additional clarity in Application Guidance 1 — Own Operations as part Metrics and
Scope 3 greenhouse gas emissions;
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(c) Updating Basis for Conclusions to clarify the Board’s intention and decisions to limit Scope 3
value chain emissions for reporting on an entity’s own operations; and

(d)  Adding Implementation Guidance and an lllustrative Example to illustrate this principle.
Decisions Required

15. Does the IPSASB agree with the recommendations?
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Appendix 1 — Proposed Draft ED changes

Following are extracts of all paragraphs in the Core text, Application Guidance, Basis for Conclusions and
Non-authoritative Guidance that are related to clarifying “own operations” and “value chain”. Track
changes reflect the proposed drafting updates to reflect the approach described in Agenda Item 5.2.3.

Core Text
An operational model is an entity’s system of transforming inputs through its activities into
outputs and outcomes that aims to fulfill the entity’s objectives.

Own operations include all of the activities in an entity’s operational model, other than the
outcomes of public policy programs.

A reporting entity’s value chain refers to the full range of interactions, resources and relationships
related to a reporting entity’s operational model and the external environment in which it operates,
including other public sector entities.

A value chain encompasses the interactions, resources and relationships an entity uses and
depends on to create its goods or provide services from conception to delivery, consumption and
end-of-life, including interactions, resources and relationships in the entity’s operations, such as
human resources; those along its supply and distribution channels, such as materials and service
sourcing, and service and/or product delivery; and the financing, geographical, geopolitical and

regulatory environments in which the entity operates. For purposes-of this {draft] Standard,an

Appendix Al: Application Guidance — Own Operations

Entity’s own operations

AG1.3 Public sector entities provide a broad range of essential-services for service recipients in the public

interest, across-a-spectrum-of-service-delivery-regulation-and-peliey-setting-functions—-At-one-ene

a) Service design and delivery;

e) Compliance and enforcement;-and

(
(d) Information and education;
(
(

f)  Monitoring and evaluation-; and

(g) Public policy program advice, design, implementation and monitoring.
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There may be instances where these activitiesfunctions overlap. In other cases, there may be
further complications, where a public sector entity has funectionsactivities relating to-aeross multiple
areas such as buildings and energy, with differing roles and responsibilities across policy domains.

Many public sector entities have their activitiesfunetions, objectives/mandates and authority
prescribed by statute. This limits the entity’s own ability to alter its functionsactivities, objectives
and/or mandate, and may require coordination with other public sector entities and decision-makers
to achieve change.

Generally, more centralized entities develop public policy programs and less centralized entities
deliver _services and implement policies, which are often developed by others. Entities with
responsibility for public policy programs would include their own activities in reporting on their own
operations while information about the climate-related public policy program and their outcomes
would be reported in accordance with the principles in Appendix A2 — Application Guidance —

Climate-related Public Policy Programs.Fer-the-purposes-of-this{draft} Standard,—an-entity's-own

y
on a' ae a) ading 'a e_de 'a ala a a¥al Nad-moniiorina-no
S o g v G v/ y/ c g0

Climate-related risks and opportunities to an entity’s own operations

AG1.7

AG1.8

Climate-related risks and opportunities can materialize through any of the funetionsactivities of-fer
a public sector entity, including service delivery and responsibilities for public policy programs.
Disclosures about climate-related risks and opportunities to an entity’s own operations should be
guided by the information needs of its primary users which would reflect the entity’s context, its
public interest mandate and responsibilities—See-AppendixB_(see paragraphs B.AG1-B.AG56-).

Identification of climate-related risks and opportunities inform an entity’s response to such risks and
opportunities in the context of ensuring its long-term fiscal sustainability. Long-term fiscal
sustainability includes an entity’s continued ability to fulfill its objectives, including to meet its service
commitments, and is dependent on the capacity and vulnerability of its services, revenues and
debts.

AG1.18. ..

AG1.13 An entity’s climate-related risks and opportunities arise out of the interactions between the entity

and its stakeholders, society, the economy, and the natural environment throughout the entity’s
value chain. These interactions, which can be direct and indirect — result from an entity’s operations
in pursuit of its objectives and from the external environment in which the entity operates. These
interactions take place within an interdependent system in which an entity both depends on
resources and relationships throughout its value chain and affects those resources and
relationships through its activities—contributing to the preservation, regeneration and development
of those resources and relationships or to their degradation and depletion. These dependencies
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and impacts may give rise to climate-related risks and opportunities that could reasonably be
expected to affect an entity’s long-term fiscal sustainability.

AG1.14 Resources and relationships that an entity depends on and affects by its activities and outputs can
take various forms, such as natural, manufactured, intellectual, human, social or financial. They
can be internal—such as the entity’s workforce, its know-how or its organizational processes—or
they can be external—such as funding and services the entity needs to access or the relationships
it has with resource providers, distributors and beneficiaries. Furthermore, resources and
relationships include, but are not limited to, the resources and relationships recognized as assets
in the entity’s financial statements.

AG1.15 In applying this [draft] Standard and understanding its climate-related risks and opportunities, it is
important that an entity consider other entities along its value chain, which may give rise to climate-
related risks and opportunities for the entity itself. public-sector-entitiesfocus-on-otherpublicand

’
.- - N . . I ava’ - alal .-.

in—reportingFor example, a public transport authority with a target to reduce greenhouse gas
emissions along its value chain should consider the climate-related strateqy of its service providers,
as failure to meet its target could lead to enhanced regulatory and reputational risk.

AG1.19. ...
Strategy
Climate-related risks and opportunities and effects on an entity’s operations model and value chain

AG1.25The current and anticipated effects of climate-related risks and opportunities on an entity’s
operational model and value chain include those related to:

(a) Climate-related physical risks that have affected or potentially may affect the entity’s
operations such as disruptions to service delivery due to adverse weather events. Climate-
related physical risks could carry financial implications for an entity, such as costs resulting
from direct damage to public assets and infrastructure, indirect effects of supply-chain
disruption, or rising sea levels for eertaincoastal communities. The entity’s long-term fiscal
sustainability could also be affected by factors such as changes in water availability, sourcing
and quality;, or extreme temperature changes affecting the entity’s premises, operations,
supply chains, transportation needs and employee health and safety. Climate-related
physical risks can also have economic or social implications, such as inereasing-rumberthe
disruption of uninsured-neighberhoods-in-the-jurisdiction-dueto-severeessential services
from extreme weather events-orrising-sea-levels; and

(b) Climate-related transition risks-which could carry financial implications for an entity, such as
increased operating costs or asset impairment due to new or amended climate-related
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policies. The entity’s long term fiscal sustainability could also be affected by shifting needs
of service recipients and the development and deployment of new technology. For example,

a jurisdiction’s—civil-aviationtransport authority may need-to-undertake-significant-technical
weﬂetedevelep—safeﬁ:—preeedwesface mcreased costs for newreplacmq its fleet with electric

teehnelegybuses Climate-related transition risks eouldcan also lead-tehave economic or

social implications, such as significantjob-losses-as-aresulithe displacement of transition-to
employees resulting from the decommissioning of non-renewable energy impascting-en-the

labor-department-and-energy-policy-maker-infrastructure.

Climate-related opportunities may include mere-efficient-an increased efficiency in the use

of resources, changing—usethe adoption of energy-such—aslower-emissionclean energy

sources or new technologies, developing—new lower—emission—services—or—and the
development of climate adaptation solutions.

Scope 3 greenhouse gas emissions

AG1.82. While designing, implementing and monitoring public policy isprograms are part of public sector
value creation, the activitieseffects of climate-related public policy programs on other entities
and/or individuals in-implementing-an-entity’spublic-policy programs-are-are not required-to be
included in the measurement of itsthe entity’'s Scope 3 greenhouse gas emissions. For example,
an entity that designs a home insulation subsidy would include the direct and indirect emissions

from designing the program in its Scope 1 and 2 greenhouse gas emissions, such as from energy

use for its office space used in designing the public policy program, but would not include the

greenhouse gas emissions of the manufacturers of home insulation or the households who

receive the subsidy in the Scope 3 emissions for its own operations. These emissions would be

captured in reporting on greenhouse gas emissions from climate-related public policy programs

(see paragraphs AG2.33-AG2.36).
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Basis for Conclusions

Objective and Scope

Disclosure about the entity’s own operations and climate-related public policy programs

BC.21

The IPSASB decided that entities should provide disclosures on both climate-related risks and

opportunities specific to their own operations, and where applicable, the outcomes that could
reasonably be expected as a result of its climate-related public policy programs.

BC.22 Disclosures about an entity’s own operations includerequired by the [draft] Standard provides

primary users with information to understand the climate-related risks and opportunities that could
reasonably be expected to affect its long-term fiscal sustainability. This includes information relating
to all of the entity’s activities ef-an-entityin its operational model to support its service delivery and
public policy setting-and-menitoring-funetions—programs. The definition of own operations includes
the activities relating to public policy programs to provide a complete picture of a reporting entity’s
activities, such as considering the climate-related risks and opportunities and emissions from the
employees that design and implement public policy programs in the entity’s operations, but
excludes the outcomes from public policy programs. which would be addressed by separate
disclosure requirements about those climate-related public policy programs.

BC22BC.23 The IPSASB decided that the guidance in IFRS S1 and |IFRS S2 should largely meet

BC71.

primary users’ core information needs about an entity’s own operations (see paragraph BC11).
Therefore, disclosure requirements and application guidance relating to an entity’s own operations
are aligned with IFRS Sustainability Disclosure Standards, with public sector adaptations as
needed.

Disclosures about climate-related public policy programs and their outcomes required by the [draft]

Standard provide primary users with information to understand the objectives, outcomes and
progress towards achieving intended outcomes of these climate-related public policy programs.
The IPSASB decided that the regulatory role-of-public-sector-entities-is-a key characteristic-that
reguiresthese disclosures address the need for public sector-specific disclosures about the public
sector’s policy setting and regulatory role (see paragraph BC13).

BC71.BC72. Further;-The IPSASB decided the pillars of governance, strategy, risk management and

metrics and targets provide a beneficial framework for providing primary users with the information
to enable decision-making and accountability on climate-related public policy programs, including
financial information (such as costs and fees from programs) and non-financial information (such
as greenhouse gas emissions and progress towards intended outcomes) and that some of the key

principles from IFRS S1 and |[FRS S2 are also applicable to climate-related public policy programs.

related-public-policyprograms.—See paragraphs BC71-BC86 for further discussion on each pillar
as it relates to climate-related public policy programs.
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BC.25 The IPSASB acknowledged_that the delineation and differentiation of an entity’s own operations
and climate-related public policy programs, as well as the terminology used in the [draft] Standard,
may be challenging to apply to the many complex arrangements and structures that vary across
different jurisdictions and levels of government. However, the IPSASB decided that it was
necessary to separate the principles and guidance for reporting information about how an entity
manages its own operations from reporting about how an entity manages the public policy
programs it is responsible for, given their different natures. Therefore, it was necessary to provide
additional terminology to capture these differences-and. The IPSASB provides further clarification
and guidance on these through the application guidance in Appendix Al: Application Guidance —
Own Operations_and Appendix A2: Application Guidance - Climate-related Public Policy
ProgramsAppendix-A2., including integrating concepts from the IFRS S2 such as operational model
(or business model) and value chain from IFRS S2 into the principles related to an entity’s own
operations. The IPSASB decided to seek constituents’ feedback through public consultation on the
[draft] Standard on this approach to delineating an entity’s own operations from its climate-related
public policy programs, and the appropriateness of the proposed terminology and definitions.

Climate-related risks and opportunities to an entity’s own operations

BC.33 The IPSASB reflected on the public sector context, its operations, operational model and value
chain and determined that it was important to clarify and define these areas for public sector entities to
understand and apply the IFRS S2-aligned requirements for an entity’s own operations.

BC.34 Specifically, the IPSASB decided that an entity’s own operations sheould-include all public-sector-of

the activities;,—+anging-from-service-delivery-to- in an entity’s operational model, other than the
outcomes of public policy-settinrg—with-the-guidancealigned-with-HFRS-S2 programs. Reporting on

climate-related public policy programs, including the performance and effectiveness of those
programs, should be addressed by separate public sector specific guidance drawing on IFRS S2
where appropriate.

BC72.BC73. The IPSASB considered-the-applicability-of the value chain concept in the public sector
context. While public policy development and |mplementat|0n is an mtegral part of public sector
value creatlon the IPSASB cle

pe#pese%#th&{draﬁﬂétanda#dacknowledqed the CompIeX|ty and volume of entities and/or

individuals across a value chain for public policy programs. Therefore, the IPSASB decided that
while the requirements to consider the value chain in the [draft] Standard apply to identifying and
managing the climate-related risks and opportunities to an entity’s own operations, for the purposes
of this [draft] Standard, this should exclude the effects of public policy programs on other entities
and/or_individuals for the purposes of measuring greenhouse gas emissions from its own

operations.-
BC73-BC74. reporting on emissions from activities undertakenby-of other entities i-implementingand

individuals as a result of public policy programs, including the emissions from activities of other
entities who may design, implement or, monitor a climate-related public policy pregramsprogram
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and the emissions from theseindividuals and/or entities affected by the public policy programs,
should not be included in the disclosures of an entity’s greenhouse gas emissions from its own
operations. Instead, the IPSASB determined that such disclosures about-publicpelicy-programs
may-be-addressed-by-those relating-toon the estimated greenhouse gas emissions from climate-
related public policy programs in-achievingmay be addressed by the disclosure requirements for
climate-related public policy programs and their intended-outcomes-to-the-economy,-environment
and-people, rather than being part of the value chain of an entity’s own operations.

Metrics and Targets

BC.63 Although-inthe-context-of repoerting-on-own-operations-of- As value chains may comprise both

pubhc and private sector entities, g;eenheus&ga&emls&en&wwa%egeﬂes—suehas—b{ﬁﬂessﬁavei

&nd—aemss%he—bmadeﬁalﬂeeham{%eepe%)A%feWMess—a&WPSAS%the IPSASB could not
identify a public sector specific reason to depart from this-methodelogy,and-as-value-chains-may
often-comprise-both-public-and-private-sectorbodiest-has-the Greenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard (2004). Therefore, the IPSASB decided to align the
definitions of Scopes 1, 2, and 3 with GHGthe Greenhouse Gas Protocol: A Corporate Accounting
and Reporting Standard (2004)-terminelogies for own operations to ensure consistency and clarity in
reporting and interpretation._However, the IPSASB acknowledged that the Greenhouse Gas
Protocol: A Corporate Accounting and Reporting Standard (2004) was designed for the private sector
and does not address Scope 3 emissions relating to public policy programs. As a result, climate-
related public policy program outcomes impacting the economy, environment, and people are
excluded from scope 3 emissions. Instead, the emissions that are reasonably attributable to climate-
related public policy programs would be included and disclosed as part of reporting on the entity’s
climate-related public policy programs (see paragraph BC83).

Implementation Guidance

1G4.

1G6.

Are an entity’s internal policies and programs to address climate-related issues, considered
climate-related public policy programs?

A: No. Internal policies are not considered public policy programs, as they are part of how an entity
manages its own operations. They are different from interventions made using a public sector
entity’s sovereign power to influence the decisions or behaviors of other entities or individuals. An
entity may have climate-related internal policies, which are deigned to implement its own or another
entity’s climate-related public policy program, but these are managed and reported as part of its
own operations.

Does an entity include emissions from upstream and downstream activities of other entities

and/or individuals relating to public policy programs when reporting Scope 3 greenhouse
gas emissions from its own operations?

A: No, an entity does not include the upstream activities of other public sector entities or the
downstream effects of public policy programs on other entities and/or individuals as part of reporting
Scope 3 greenhouse gas emissions from its own operations.
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Illustrative Examples

Scope 3 greenhouse gas emissions relating to public policy programs

IE2.The Ministry of Transport manages a climate-related public policy program to install electric vehicle
charging stations across its highway networks which reduce vehicle emissions in its jurisdiction from
other entities and individuals in the jurisdiction. The Ministry also decides to convert its own fleet of
vehicles used in its own operations to electric vehicles.

IE3.To measure and report its greenhouse gas emissions relating to its own operations in accordance with
paragraph 17(a), the Ministry includes emissions from its own fleet of vehicles and emissions from
activities to install electric vehicle charging stations across its highway network, however, it does not
include the emissions from other entities and individuals relating to its climate-related public policy
program.

Aggregation and disaggregation of greenhouse gas emissions
Example 4—Disaggregation of greenhouse gas emissions by function within a public sector entity

IE51. A public sector entity discloses its greenhouse gas emissions in relation to its own operations in
accordance with paragraph 30(a) of this SRS. The entity performs a range of public sector
functions, including a policy setting function and a service delivery function.

IE52. The entity was delegated responsibility for part of a national climate action plan and established a
policy design function within its own operations in 20X1, for the purposes of fulfilling this
responsibility. This was a major expansion of the entity’s own operations, including an increase in
number of new employees to establish the policy design function.

1E52.IE53. Although the IPSASB SRS does not explicitly require disaggregation by function, the entity
considers the requirement in the IPSASB SRS that prohibits information from being aggregated if
doing so would obscure information that is material.

1E53:IE54. For the reasons of aggregation and disaggregation set out in the IPSASB SRS (paragraphs
B.AG51-B.AG53), the entity decided to disaggregate its absolute greenhouse gas emissions by
function.

{EB4-IES5. The entity measures the greenhouse gas emissions across its functions, in accordance with
the Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard (2004). In addition,
the entity refers to the Greenhouse Gas Protocol Corporate Value Chain (Scope 3) Accounting and
Reporting Standard (2011) to determine its Scope 3 categories for disclosure. The entity
determines its material Scope 3 categories for the policy design function, such as Category 6 —
Business Travel, where the entity measures greenhouse gas emissions from the transportation of
employees for policy design activities. Table 5 illustrates the disaggregation of greenhouse gas
emissions by function and scope within a public sector entity.

Table 5: Disclosure excerpt of greenhouse gas emissions by function and scope within a public

sector entity disaggregated by constituent gases
Greenhouse gas emissions (metric tonnes COze)
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20X1
Scope 1 Scope 2 Scope 3 Scope 1
1,900 2,080 4,820 -
12,000 6,300 15,000 11,500
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Risks and Opportunities
Question
1. Does the IPSASB agree with the recommendations to use the term ‘risks and opportunities’

exclusively for own operations, and introduce the term ‘potential challenges to achieving intended
outcomes’ for climate-related public policy programs?

Recommendation

2. Staff recommend using the term ‘risks and opportunities’ exclusively for own operations and
introducing the term ‘potential challenges to achieving intended outcomes’ for climate-related public
policy programs.

Background

3. At the August 2024 optional check-in meeting, IPSASB members instructed staff to revisit the term
‘risks and opportunities’, as the definitions “climate-related risks and opportunities” aligned with IFRS
S2 focus on the entity itself.

4, Board members had concerns that:

(&) Using ‘risks and opportunities’ in the climate-related public policy program context leads to
misunderstanding, as risks and opportunities for policy programs are much broader than
affecting the entity itself; and

(b) It was impractical to require entities to identify and disclose ‘risks and opportunities faced by
other entities and/or individuals affected by the climate-related public policy program’.

5. Following the August check-in meeting, staff worked closely with Board ‘issue owner’, Scott
Showalter, on these issues to develop the proposed recommendations.

6. The following paper analyzes staff recommendations and should be read together with the proposed
changes to relevant sections of the draft ED in Appendix 1 below.

Analysis

7. In response to Board members’ concerns, staff reflected on the information needs of primary users,
the practicality of the requirements, and the alignment with the rest of the drafting, which focuses on
the achievement of intended outcomes of climate-related public policy programs.

8. Staff recommend adopting a principled approach that focuses on factors that may impede the
achievement of the intended outcomes of climate-related public policy programs.

9. Therefore, staff propose to refer to the factors as the ‘potential challenges to achieving the intended
outcomes of climate-related public policy programs’. Accordingly, ‘risks and opportunities’ will only
be used in the own operations context.

10. Overall, providing clarity between ‘climate-related risks and opportunities’ to the entity itself, and the
‘potential challenges in achieving the intended outcomes’ of climate-related public policy programs
will strengthen disclosures, improve logical flow, and increase understanding of the draft ED.
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Additionally, staff recommend removing the requirement for disclosing climate-related scenario
analysis for climate-related public policy programs, as scenario analysis informs policy development,
rather than the achievement of outcomes of the policy program. The Basis of Conclusions will
recognize the significance of scenario analysis in informing policy design.

Decisions Required

12.

11.

Does the IPSASB agree with the recommendations?
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Appendix 1 — Proposed Draft ED changes

Following are extracts of all paragraphs in the Core text, Application Guidance, and Basis for Conclusions
that are related to clarifying ‘risks and opportunities’. Track changes reflect the proposed drafting updates
to reflect the approach described in Agenda Item 5.2.4.

Core Text

Strategy

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

(d) Climate-related risks and opportunities to its own operations; and

(e) Climate-related public policy programs and achievement of their intended outcomes.

11. Specifically, an entity shall disclose information te—enable—primary—users—to—understandabout its

strategy for managing climate-related risks and opportunities to its own operations, including:

(@) The climate-related risks and opportunltles that could reasonably be expected to affect an
entity’s own operations a A
(see paragraph AG1 22—AG1 23);

(b)  The current and anticipated effects of those climate-related risks and opportunities on the

entity’s operational model and value chain in-relation-to-its—own-operations—(see paragraph
AG1.24-AG1.25);

(c) The effects of those cllmate related I’ISkS and opportunltles on the entltys strategy and
decision-making-inrelati .including

information _about its climate-related putelHehey—pregt-amstransmon plan (see
paragraphparagraphs AG1.26-—AG1.30);

{a%The current and ant|C|pated effects of those cllmate related risks and opportumhes%e%he

13. Where applicable, an entity shall also disclose information en-about its strategy for climate-related public

policy programs-to-enable-primary-users-to-understand, including:
(a) inform-climate-related-public-policy-programs: The entity’s strategy and decision-making in relation

to the achievement of the intended outcomes of climate-related public policy programs (see
paragraphs AG2.23—-AG2.25);

(b)  Potential challenges to achieving the intended outcomes of climate-related public policy
programs (see paragraphs AG2.26—-AG2.27); and
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(c)  The current and anticipated financial implications of climate-related public policy programs to
the entity itself (see paragraphs AG2.28—-AG2.30).

Risk Management

13.

14.

15.

The objective of climate-related disclosures on risk and outcome management is to enable primary
users of general purpose financial reports to understand an entity’s processes to identify, assess,
prioritize and monitor:

(a) Climate-related risks and opportunities to its own operations, and-including whether and how
those processes are integrated into and inform the entity’s overall risk management process:;
and

(b) Risks-and-oppertunities-Potential challenges to its-the achievement of the intended outcomes
of climate-related public policy programs-and-achievement-of-their-intended-eutcomes.

Specifically, an entity shall disclose information abeuton managing climate-related risks and
opportunities for its own operations, including:

(a) The processes and related risk management policies the entity uses to identify, assess,
prioritize and monitor climate-related risks to the entity’s long-term fiscal sustainability (see

garagraghs AG1 64—AG1 65and—nsks—related—te—me—enmy—s—el+mate+elated—pubh&pehey

(b) The processes the entity uses to identify, assess, prioritize and monitor climate-related
opportunities, including information about whether and how the entity uses climate-related
scenario analysis to inform its identification of climate-related opportunities; and

(c) The extent to which, and how, the processes for identifying, assessing, prioritizing and
monitoring climate-related risks and opportunities are integrated into and inform the entity’s
overall risk management process.

Where applicable, an entity shall also disclose information on climate-related public policy programs

to enable primary users to understand:
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The processes and related internal policies the entity uses to identify, assess, prioritize and

monitor potential challenges to achieving the intended outcomes of the climate-related public
policy program (see paragraph AG2.21); and

{e&h(b) The extent to which, and how, the processes disclosed in paragraph (a)_are integrated into and

inform the entity’s overall risk management process.

Appendix Al: Application Guidance — Own Operations

Strategy

Climate-related risks and opportunities (moved from core text to AG1)

AG1.22.

AG1.23.

An entity shall disclose information that enables primary users of general purpose financial reports
to understand -the entity’s climate-related risks and opportunities to its own operations-and-those

that-inform-its-climate-related-publicpolicy-programs. Specifically, the entity shall:

{e)(a)  Explain, for each climate-related risk the entity has identified, whether the entity
considers the risk to be a climate-related physical risk or climate-related transition risk;

{e&)(b)  Specify, for each climate-related risk and opportunity the entity has identified, over which
time horizons—short, medium or long term— the effects of each climate-related risk and
opportunity that could reasonably be expected to occur;

{e)(c)  Provide a_ description of where in the entity’s operational model and value chain climate-
related risks and opportunities are concentrated (for example, geographical areas, types of
assets, types of public sector entities or private sector entities, or groups of individuals); and

{H(d)  Explain how the entity defines ‘short term’, ‘medium term’ and ‘long term’ and how these
definitions are linked to the planning horizons used by the entity for strategic decision-
making.

Short-, medium- and long- term time horizons can vary between entities and depend on many
factors, including the planning horizons typically used for strategic decision-making and capital
allocation plans, and the time horizons over which primary users of general purpose financial
reports conduct their assessments.

Risk Management (see paragraphs 13—(a))

AG1.64.

Paragraph 14(a)ln—addition_requires an entity to disclose the processes and related risk

management policies the entity uses to identify, assess, prioritize and monitor climate-related
risks to the entity’s long-term fiscal sustainability. Specifically, an entity shall disclose:

(a) _The inputs and parameters the entity uses (for example, information about data sources and

the scope of operations covered in the processes);
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&)(b)  Whether and how the entity uses climate-related scenario analysis to inform its
identification of climate-related risks;

(c) How the entity assesses the nature, likelihood, magnitude and timing of the effects of those
risks (for example, whether the entity considers qualitative factors, quantitative thresholds or
other criteria);

{b)(d)  Whether and how the entity prioritizes climate-related risks relative to other types of risk;

(e) How the entity monitors climate-related risks; andprecessespublic-sectorentities

(f) __Whether and how the entity has changed the processes it uses compared with the previous
reporting period.

AG1.65. To identify, assess, prioritize, and monitor climate-related risks and opportunities, an entity may
use their risk management processes and also leverage processes undertaken—-byfrom other
entities. For example, a national risk register developed by a senior level of government may
inform risk management by entities at lower levels of governments. ia-deing-se-theySuch entities
would need-toalso consider additional factors tethat reflect their own circumstances-as-well.

Appendix A2: Application Guidance — Climate-related Public Policy Programs

Scope
Disclosures on climate-related public policy programs and their intended-outcomes

AG2.15. Disclosures about an entity’s climate-related public policy programs are focused on hew-an-entity
manages-tsunderstanding the objectives of the climate-related public policy-setting programs and
responsibilities-to-achieve-whether they are achieving their intended outcomes.

AG2.16. An entity’s processes, including governance, strategy and risk management, consider the various

aspects and stages of publlc policy program deS|gn and epe%ahenen@denhfy—assess—pnenhze
implementation

challenges:
(@) Policy design and-development-to meet the entity’s responsibilities and mandate — this

includes ceonsidering-the-risks—and-oppertunitiesidentification and prioritization of specific

objectives of the climate-related public policy programs. For example, to address the entities
and#er—mdwiduais—wi%himhreat of sea level rise to a communitv a municipality identified the

need to develop a climate-related publlc pollcy te—the—eeenemy—ewwenmem—and—peeple

{e-g—transition—risks—forprivate—sector—entities—or-households);program to support the

construction of flood levees;

{by——Policy implementation — this includes considering the riskspotential challenges related to
delivery of the policy programs, such as eeerdination-riskdifficulties in coordinating across

multiple delivery-agents—er-implementing entities, or risks—related-to-limited uptake of the

te)(b) P
p;eg;ams&nd—aehrevemeni—ef—the*mteﬂded—eu%eemesgollcy program; and
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{eh(c) Policy monitoring — this includes monitoring whether the intended outcomes are on track to
be or are achieved, and whether there are any unintended outcomes indicating the need to
amend the policy.

Governance for an entity’s climate-related public policy programs (see paragraph 9)

AG2.19.

AG2.20.

Public sector governance structures vary considerably between and across jurisdictions. For some
climate-related public policy programs, theirstrategystrategies may be determinedset by another
public sector entity (such as senior levels of governments-erministries), and/er approval may be
throughinvolve a legislative process.—or-a—combination—of-these—An-. Oversight of the design,

implementation and monitoring of climate-related public policy programs and their outcomes may
come from the entity’s own governlng body, ene#emanother entlty ora specrally convened Cross-
government group;

eu%eemes—ef—el%ate—related—pe%re& An entlty shall disclose the arrangement as requrred in
paragraph 9(a).

Oversight for climate-related public policy programs may include:

(&) Oversight of policy design-and-development—includes—considering, such as whether the

policy meets the entity’s mandate and responsibilities, whetheraddresses the specific
objectives of the policy program, and how the proposed pollcy addresses#mdemmed—nsks

eu{eeme&wto he - economy._eny
peliey-may-achieve its intended outcomes;

(b)  Oversight for setting of targets and achieving the intended outcomes of climate-related
public policy programs includes considering the riskspotential challenges to achieving those
outcomes, such as-risk-of-low uptake of the policy program, risk-ef-poor coordination of the
implementation process or unclear accountability and responsibility for delivery
agentsimplementing entities; or

(c)  Oversight for and monitoring progress, which may alse-ireludinginclude oversight of actual
outcomes and collection of relevant data from other entities aswith responsibility to
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implement climate-related public policy programs-may-be-divided-amoeng—a—number—of
AG2.21. If no group(s) or individual(s) has responsibility for oversight of particular climate-related public
policy programs, then this should be disclosed.

AG2.22. In preparing disclosures to fulfil the requirements in paragraph 9, an entity shall avoid unnecessary

duplication if oversight of elimate-related risks-and-oppertunitiesto-itslong-termfiscal-sustainability

andthe climate-related public policy programs_and their outcomes is managed on an integrated
basis.

Strategy for climate-related public policy programs

Strategy and decision-making

AG2.23. Paragraph 12(a)Where - -
an entity to disclose information that enables primary users to understand the entity’s strategy and
decision-making for its climate-related public policy programs. Specifically, an entity shall disclose:

(@8 The scope of the entltys cllmate related publlc policy program mandate, mcludmg an
overview of how W : y
paragraph-the entity’s responS|b|I|t|es for the climate-related public policy program;

(b)  The entity’s climate-related public policy programs_strateqgy, including the entity’s decision-
making process and factors in determining its strategy for climate-related policy programs
(see paragraph AG2.24);

Agenda ltem 5.2.4
Page 8

Page 46



(©)

Climate-related Disclosures Ag en d a Ite m

IPSASB Meeting (September 2024) 5 2 4

Quantitative and qualitative information about the progress of plans disclosed in previous

reporting periods-in-accerdance-with-paragraph, including:

i. Information about the climate-related public policy program status, timelines and steps
for implementation (e.g. legislation process);

ii—Potential challenges to the achievement of intended outcomes (see paragraph

AG2.26Any-sources-of-implementation e.g—coordination-and-delivenyorfunding
risk)-and

ii. ) and progress made to address these potential challenges; and

iii. Processes to monitor achievement of outcomes—and-address—emerging—risks—and

AG2.24. Paragraph AG2.23(b) requires an entity to disclose information about its current climate-related
public policy programs and the entity’s decision-making process and factors in determining its
strategy for climate-related policy programs. Specifically, an entity shall disclose:

AG2.25.

(@)

(b)

()

i. The specific objectives of the climate-related public policy program, such as addressing
increased frequency and severity of flooding through the improvement of zoning and
land use policy programs; and

A description of the intended outcomes thatarereasenably-expected-to-eceuras-as a result
of the entitiesentity’s climate-related policy programs, including:

i. The process to identify and evaluate outcomes as a result of climate-related public policy
programs, including how the entity has engaged with stakeholders and experts;

ii. The scope of the entities/individuals expected to be affected;
iii. The time horizon over which the entity expects these to occur; and

Any factors and assumptions used in designing its climate-related public policy programs,
including:

i. Trade-off decisions, if any, between ecuicomes—from—climate-related public policy
programs—program outcomes (such as balancing potential outcomes affecting
greenhouse gas emissions and economic or social effects); and

ii. Information about key assumptions used in developing its transition plan and
dependencies on which the transition plan relies.

Public policy programs influence the activities and behaviors of other public sector entities, private
sector entities and/or individuals. Given the breadth of stakeholders impacted by an enrtitiesentity’s
climate-related public policy programs, the entity wilmay need to consider manyother factors in its
decisions to set policy programs, for example:
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H#sThe entity’s overall mandate-te-achieve-certain-outcomes, such as maintaining financial

stability of the economy may—be-considered-when assessing potential approaches to
implementing carbon taxes;

(b)

A climate-related scenario analysis that provided information for policy design; and

(©

The potential trade-offs between different outcomes such as weighing the short-, medium-
and long-term costs and benefits from a climate-related policy to transition from fossil fuel
production to renewable energy production to reduce GHGgreenhouse gas emissions,
whichbut may also have impacts on the local economy as well as the local workforce.

Potential challenges to achieving the intended outcomes of climate-related public policy programs

AG2.26. Paragraph (b)_requires an entity to disclose information that enables primary users to understand

the potential challenges to achieving the intended outcomes of climate-related public policy

programs. Specifically, an entity shall disclose any factors that the entity identified that could

impede the achievement of the intended outcomes of a climate-related public policy program. For

example:

()

Internal factors, such as resource constraints, operational challenges, and technical

(b)

limitations; and

External factors, such as regulatory constraints, economic conditions, and local opposition.

AG226-AG2.27. Toidentify the potential challenges to achieving the intended outcomes of climate-related

public policy programs, the entity shall use all reasonable and supportable information available

to the entity without undue cost or effort (see paragraphs B.AG20-B.AG25
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RiskOutcome management relating to an entity’s climate-related public policy programs (see
paragraph 15)

AG229--Paragraph (a) requires disclosures about the processes and policies that the entity uses to identify,
assess, prioritize and monitor the potential challenges to achieving the intended outcomes of its
climate-related public policy programs.

AG2.31. Specifically, an entity shall disclose:

(a)  The inputs and parameters the entity uses (for example, information about data sources
and the scope of operations covered in the processes);

(b) How the entity assesses the nature, likelihood and magnitude of those potential challenges
(for example, whether the entity considers qualitative factors, quantitative thresholds or

other criteria);

(c) How the entity prioritizes and monitors those potential challenges to achieving intended
outcomes; and

Agenda ltem 5.2.4
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(d) Whether and how the entity has changed the processes it uses compared with the previous
reporting period.

AG2.32. In preparing disclosures to fulfil the requirements in paragraphs—and-paragraph 15, an entity shall
avoid unnecessary dupI|cat|on—IEer—e;eanvrple—alfeheugn—atrar if the processes and poI|C|es that the
entity

FBJes—and—eppeFtumﬂesuses to Hs—ewn—epera%eneldentlfv, assess, prlorltlze and#er—the—nsks—and
oppertunities-inrelationte monitor the potential challenges to achieving the intended outcomes of

its cllmate related public pollcy programs areis managed onan mtegrated basis —theenmy—eheule

management processes.

Basis for Conclusions

Climate-related public policy programs

Strategy

BC73. As a result of the public sector’s ability to exercise policy and regulatory powers to influence the
activities and behaviors of other entities and/or individuals across the economy, the IPSASB
decided that public sector entity’s strategy for public policy programs is also a key area of difference
between public and private sector climate-related disclosures. Therefore, specific disclosure
requirements and application guidance addressing how an entity should report on its strategy for
managing its climate-related public policy programs and outcomes were needed to address user
information needs.

BC74—Climate-related—The IPSASB evaluated whether incorporating the concept of “risks and
opportunities-fer” into climate-related public policy programs

BC75—\While—thedefinitions—of- would be appropriate, and concluded that this approach could be
|ncon3|stent W|th the IFRS 82 def|n|t|on of “climate- related risks and opportunltles—afe—m{emalrly

which applies to a

%m%m%wmm%ewbh%eewmthe entity |tself The IPSASB recoqmzed

that the scope for climate-related public policy programs is provided-in—broader, and decided to
focus on requirements that align with the information needs of primary users. Consequently, the
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IPSASB determined that reporting “potential challenges to achieving the intended outcomes of
climate-related public policy programs” is appropriate, as it directly addresses what impedes the
success of these policy programs in achieving their intended outcomes.

BC75. Climate-related scenario analysis, in particular, is useful both during the initial policy design stage
and when specific conditions warrant its reassessment, for informing the development of an entity’s
climate-related public policy program. Accordingly, the IPSASB recognized that scenario analysis
could be a factor that entities take into consideration in designing its climate-related public policy
programs, rather than a disclosure requirement related to the outcomes of a climate-related public
policy program.

Implementation Guidance
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Specific Matters for Comment (SMCs)

Question

1.

Does the IPSASB agree with the recommended specific matters for comment (SMCs)?

Recommendation

2.

Staff recommend the IPSASB include SMCs in the draft ED relating to:

(@)
(b)

()

(d)

(€)

(f)

The proposed alignment of conceptual foundations with IPSASB’s Conceptual Framework;

The overall scope to requiring and approach to delineating guidance for “own operations” and
“climate-related public policy programs”, including:

@0

(ii)

(i)

The approach to alignment with IFRS S1 and S2 with public sector adaptations for both
“own operations” and “climate-related public policy programs”;

The terms and definitions relating to “own operations”, “public policy programs”, and
“public policy program outcomes; and

The scope of public policy program disclosure requirements for “climate-related public
policy programs” and being required for entities with responsibility for such policy
programs;

The proposed disclosure requirements relating to strategy for climate-related public policy
programs;

The proposals relating to metrics and targets, including:

0

(ii)

For own operations, the alignment with and rebuttable presumptions of using the GHG
Protocol Corporate Standard, and the requirements and guidance relating to Scope 3
greenhouse gas emissions;

For climate-related public policy programs, the approaches to disclosures about ‘change
in greenhouse gas emissions’ and ‘other metrics’;

The alignment of general requirements with IFRS S1, with specific focus on requirements
relating to timing of reporting and location of disclosures; and

Transitional Relief for both own operations and climate-related public policy programs.

Background and Analysis

3.
4,

During the June 2024 meeting, staff were instructed to address specific topics in the SMCs.

In addition, feedback and discussions with individual Board members identified additional areas to
gather feedback on.

Based on this input, staff drafted SMCs as outlined in paragraph 2 above. See Agenda Item 5.3.1 for
the proposed SMCs for Board discussion.

Decisions Required

6. Does the IPSASB agree with the recommendations?

Agenda ltem 5.2.5
Page 1

Page 52



Climate-related Disclosures Ag en d a Ite m

IPSASB Meeting (September 2024) 5 2 6

Approval of the Exposure Draft IPSASB SRS™ ED X, Climate-related Disclosures
Question

1. Does the IPSASB agree that the draft IPSASB SRS™ X, Climate-related Disclosures, be approved
for exposure?

Recommendation

2. Staff recommend the IPSASB:
(a) Approve the draft IPSASB SRS™ ED X, Climate-related Disclosures (“draft ED”); and
(b) Expose the draft ED for a 120-day exposure period.

Background

3. In March 2022, the IPSASB approved the Consultation Paper, Advancing Public Sector Sustainability
Reporting. Based on consultation comments received, the IPSASB decided in December 2022 to
begin a research and scoping phase of three priority projects.

4, In June 2022, the IPSASB decided to start with the development of a public sector specific Climate-
related Disclosures Standard and approved the related project brief.

5. Since June 2022, the IPSASB has discussed, reviewed and made decisions on the key principles
and drafting of the ED. These principles and decisions were supported by:

(&) Education sessions, including from other standard setters (i.e. ISSB, GRI, EFRAG, XRB) and
practitioners (e.g. on materiality in practice);

(b)  Advice from the IPSASB Consultative Advisory Group on the project brief, the current state of
public sector sustainability reporting in CAG member jurisdictions, and other key strategic
issues

(c) Advice from the IPSASB Sustainability Reference Group which met quarterly from October
2023 to May 2024 and provided advice on the Objective and Scope, Materiality, and all four
pillars of the draft ED; and

(d) Recommendations from the Climate Topic Working Group which met once or twice per quarter
from October 2023 to May 2024 and provided recommendations on the Objective and Scope,
Materiality, and all four pillars of the draft ED; and

(e) Observations from the climate-related metrics workshop hosted by staff together with
representatives from the UNDP, ISSB and GRI.

6. The Board discussed key principles and reviewed sections of the draft ED throughout its
development:

(& In September 2023, the Board agreed upon the framework for developing its draft ED by
building off of the proposals and feedback from its CP, the IPSASB’s Conceptual Framework,
ISSB’s global baseline of IFRS S1 and S2, and GRI Standards.
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In December 2023, the Board discussed key principles and reviewed the draft ED sections
related to Objective, Scope, and Conceptual Foundations and had breakout group discussions
about Governance, Strategy, Impacts and Risk Management sections of the draft ED;

In March 2024, the Board discussed key principles to clarify the objective of the draft ED, the
approach to differentiate ‘own operations’ from ‘policy activities’ and the related disclosure
requirements and guidance needed Governance, Strategy, Impacts and Risk Management
sections of the draft ED and had breakout group discussions about proposals relating to Metrics
and Transitional relief;

In May 2024, the Board discussed the use of the term ‘outcomes’ to address ‘impacts’ and
reviewed the draft ED, including updates to previous sections reviewed and new drafting
related to Governance, Strategy, Impacts and Risk Management sections of the draft ED;

In June 2024, the Board discussed the scope of requirements for policy activities to be those
that are explicitly designed to address climate, and discussed key principles reviewed drafting
relating to Metrics and Targets, General Requirements, and Transitional Provisions in addition
to updates to previously reviewed sections of the draft ED;

In July 2024, the Board reviewed updates to the full draft ED for instructions from the June
meeting, including clarification to the terms, definitions and application guidance relating to
‘own operations’ and ‘climate-related public policy programs’, and restructuring of the draft ED
and discussed proposed topics and examples for non-authoritative guidance in implementation
guidance and illustrative examples;

In August 2024, the Board reviewed updates to the full draft ED, including implementation
guidance and illustrative examples.

7. Throughout this process, Board members provided detailed comments and feedback, and staff
arranged one-on-one meetings to address and discuss concerns.

Analysis

8. Considering the multiple reviews by and extensive feedback from the Board, staff are of the view that
the IPSASB has followed due process to this stage and the draft ED is ready for approval and
recommend the IPSASB to approve for exposure.

9. Following the IPSASB’s Due Process and Working Procedures, staff recommends a 120-day
comment period.

Decisions Required

10. Does the IPSASB agree with the recommendations?
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Supporting Documents 1 - (draft) IPSASB SRS Exposure Draft [X], Climate-related
Disclosures — Clean Version

1. (draft) IPSASB SRS ED [X], Climate-related Disclosures referenced in Agenda Item 5.3.1 is posted
separately for easier readability.
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Supporting Documents 2 - (draft) IPSASB SRS Exposure Draft [X], Climate-related
Disclosures — with Track Changes

1. (draft) IPSASB SRS ED [X], Climate-related Disclosures with track changes referenced in Agenda
Item 5.3.2 is posted separately for easier readability.
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