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Agenda Item 5.3.2
IPSASB SRS ED X, Climate-related Disclosures — with Track Changes

REVIEW INSTRUCTIONS:

IPSASB members, Technical Advisors, and Observers are asked to note the following when reviewing draft
Exposure Draft IPSASB Sustainability Reporting Standard™ (IPSASB SRS™) X, Climate-related
disclosures:

(@) Two versions of the draft ED are provided - Agenda Item 5.3.1 provides a clean version and
Agenda Item 5.3.2 provides track changes to the version reviewed in August for reference.

(b)  When reviewing the updated draft ED, members are encouraged to focus on clarity of drafting
aligned with past Board decisions and incremental changes to address Board member
instructions and comments since the August 2024 check-in meeting. Areas with changes
relating to key issues in Agenda ltems 5.2.2 - 5.2.4 are shaded in light orange in both versions
of the draft ED for your reference.

(c) Consistent with prior quarters, draft text is based on the approved approach to developing
sustainability standards, by building off:

(0] IPSASB’s Consultation Paper Advancing Public Sector Sustainability Reporting and
related feedback from constituents;

(i) IPSASB’s Conceptual Framework (CF);

i) IFRS Sustainability Disclosure Standards, namely IFRS S2 Climate-related Disclosures
and IFRS S1 General requirements for Disclosures of Sustainability-related Financial
Information; and

(iv) GRI Standards, namely GRI Universal Standards and Climate-related Topic Standards.

These components are formatted as follows for easier reference:

Format Format description

Text Major changes to Key Issues included in Agenda Items 5.2.2 - 5.2.4
is shaded in light orange

Text Text based on the IPSASB Conceptual Framework, is highlighted in grey

Text Text based on IFRS Sustainability Standards, is highlighted in blue

Text Text based on GRI Standards, is highlighted in green

Track changes Text changes from version reviewed in August 2024 check-in
meeting

Note: paragraph cross-references may not all be up to date as paragraphs keep changing during drafting.
Staff will do a detailed check of these before review of the final document.
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International Public
I P S A B Sector Accounting
Standards Board®

This document was developed and approved by the International Public Sector Accounting Standards
Board® (IPSASB®).

The objective of the IPSASB is to serve the public interest by setting high-quality public sector accounting
and sustainability reporting standards and by facilitating the adoption and implementation of these, thereby
enhancing the quality and consistency of practice throughout the world and strengthening the transparency
and accountability of public sector finances and sustainable development.

In meeting this objective the IPSASB sets International Public Sector Accounting Standards® (IPSAS®),
IPSASB Sustainability Reporting Standards™ (IPSASB SRS™) and Recommended Practice Guidelines™
(RPGs™) for use by public sector entities, including national, regional, and local governments, and related
governmental agencies.

IPSAS relate to the general purpose financial statements (financial statements) and are authoritative.
IPSASB SRS relate to sustainability disclosures and are authoritative. RPGs are pronouncements that
provide guidance on good practice in preparing general purpose financial reports (GPFRs) that are not
financial statements. Unlike IPSAS and IPSASB SRS, RPGs do not establish requirements. [IPSASB SRS
and] RPGs do not provide guidance on the level of assurance (if any) to which information should be
subjected.

The structures and processes that support the operations of the IPSASB are facilitated by the International
Federation of Accountants® (IFAC®).

Copyright © [Month 2024] by the International Federation of Accountants (IFAC). For copyright, trademark,
and permissions information, please see page 124.
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REQUEST FOR COMMENTS

This Exposure Draft, Climate-related Disclosures, was developed and approved by the International Public
Sector Accounting Standards Board® (IPSASB®).

The proposals in this Exposure Draft may be modified in light of comments received before being issued in
final form. Comments are requested by [DATE].

Respondents are asked to submit their comments electronically through the IPSASB website, using the
“Submit a Comment” link. Please submit comments in both a PDF and Word file. Also, please note that
first-time users must register to use this feature. All comments will be considered a matter of public record
and will ultimately be posted on the website. This publication may be downloaded from the IPSASB website:
www.ipsasb.org. The approved text is published in the English language.

Objective of this Exposure DraftiPSASB-srs™ X, Climate-related-disclosures

Obiecti
The objective of this [draft}-StandardExposure Draft is to provide principles for an entity to disclose
information in its general purpose financial reports about climate-related risks and opportunities to its own

operations and outcomes from its climate-related public policy programs that is useful to primary users for
accountability and decision-making purposes.

Guide for Respondents

The IPSASB would welcome comments on all the matters discussed in this Exposure Draft. Comments are
most helpful if they indicate the extent to which they agree to the Specific Matters for Comment (SMC), the
specific paragraph or group of paragraphs to which they relate, contain a clear rationale and, where
applicable, provide a suggestion for alternative wording.

The SMCs requested for the Exposure Draft are provided below.
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Specific Matters for Comment

Conceptual foundations (Paragraphs B2 — B15)

SMC1. Do you agree with the proposed approach in this Exposure Draft that draws on the IPSASB
Conceptual Framework for General Purpose Financial Reporting by Public_Sector Entities
(“IPSASB Conceptual Framework”) to provide the conceptual foundations for reporting climate-
related disclosures? If not, what changes do you believe are needed and why?

Public sector operations and regulatory role —overall approach and leveraging private sector
quidance

SMC2. Do you agree that the proposed approach in this Exposure Draft, requiring separate disclosures
about a public sector entity’s own operations and its climate-related public policy programs and
their outcomes, meets the information needs of primary users? If not, why not?

Own Operations

SMC3. The Exposure Draft primarily aligns disclosure requirements about an entity’s own operations with
private sector guidance (IFRS S1 — General Requirements for Disclosure of Sustainability-related
Financial Information and IFRS S2 — Climate-related Disclosures). Do you agree with this
approach? If not, why not?

SMC4. Do you agree with the proposed definition for the public sector-specific term ‘own operations’? If
not, why not?

Climate-related public policy programs

SMCS5. Disclosure requirements for climate-related public policy programs in this Exposure Draft are
based on the framework for private sector guidance (i.e. governance, strateqy, risk management
and metrics and targets). Do you agree how this framework has been applied for disclosures about
climate-related public policy programs and their outcomes? If not, why not?

SMC6. Do vou agree with the proposed definition for the public sector-specific_term ‘public_policy
programs’? If not, why not?

SMC7. Do you agree that the term ‘public policy program outcomes’ sufficiently captures the impacts of
public policy programs on the economy, environment and/or people? If not, what changes would
you propose and why?

SMCS8. Do vou agree that the disclosures for public policy programs in this Exposure Draft are only
required for climate-related public policy programs? If not, what changes do you believe are
needed and why?

SMC9. Do you support the guidance provided to identify entities with responsibility for climate-related
public policy programs which would be required to provide disclosures about the programs and
their outcomes? If not, what changes would you propose?

Strateqgy for climate-related public policy programs (Paragraphs AG2.23-AG2.30)

SMC10. Do you agree that the disclosure requirements on ‘challenges to achieving the intended outcomes
of climate-related public policy programs’ meets the information needs of primary users? If not,

why not?
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SMC11. Do you agree that the disclosure requirements on ‘financial implications of climate-related public
policy programs’ are appropriate for public sector entities? If not, why not?

SMC12. Do you agree that disclosures about climate-related scenario analysis used for informing policy
design should not be a requirement for disclosures about climate-related public policy programs
and their outcomes? If not, why not?

Metrics and targets for own operations — Greenhouse gas emissions (Paragraphs AG1.66—
AG1.116)

SMC13. Do you agree with the alignment to the Greenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (2004) (“GHG Protocol”) to define and measure Scope 1, Scope 2 and Scope
3 emissions for the own operations of public sector entities? If not, why not?

SMC14. The Exposure Draft proposes a rebuttable presumption that entities will use the GHG Protocol.
Do you agree with the proposed rebuttable presumption? If not, which alternative approach would
you propose and why.

SMC15. Do you agree with requiring disclosures of absolute gross Scope 3 emissions from public sector
entities, subject to materiality? If not, which alternative approach would you propose and why?

SMC16. Do you agree that entities should exclude emissions from upstream and downstream activities of
entities and/or individuals affected by their climate-related public policy program from disclosure
of Scope 3 greenhouse gas emissions of an entity’s own operations? If not, what alternative
approach would you propose and why?

SMC17. Do you agree that the guidance on financed emissions is appropriate? If not, please suggest areas
where additional guidance may be needed.

Metrics and targets for climate-related public policy programs (Paragraphs AG2.35-AG2.41)

SMC18. Do you agree that disclosing the estimated change in greenhouse gas emissions from climate-
related public policy programs meets the information needs of primary users of the report? If not,

why not?
SMC19. Do vou agree with the principled approach of allowing entities flexibility in determining the

methodology they apply for estimating change in greenhouse gas emissions from climate-related
public policy programs? If not, which alternative approach would you propose and why?

SMC20. Do you agree with allowing entities flexibility in disclosing other metrics that they use to measure
and monitor the performance in relation to climate-related public policy programs? If not, which
metrics do you propose that an entity should report on in relation to climate-related public policy
programs and why?

General requirements (Paragraphs B16—-B46)

SMC21. Do you agree that the disclosure requirements proposed in the general requirements are
appropriate for public sector entities? If not, which areas would you change and why?

SMC22. Do you agree that the requirements for an entity to include its climate-related disclosures in its
general purpose financial reports are appropriate for public sector entities? If not, which approach
would you propose and why?
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SMC23. Do you agree that the requirements for an entity to report its climate-related disclosures at the
same time as its related financial statements are appropriate for public sector entities? If not, which
alternative approach would you propose and why?

Transition (Paragraphs 30— 33)

SMCL.SMC24. Do you agree that the proposed transition provisions approach should be applicable to both
own operations and climate-related public policy programs? If not, why not?
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Objective

1. The objective of this [draft] Standard is to provide principles for an entity to disclose
information in_its general purpose financial reports about climate-related risks and
opportunities to its own operations and outcomes from its climate-related public policy
programs that is useful to primary users for accountability and decision-making purposes.

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

(@) 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

(b) Where an entity has responsibility for a climate-related public policy pregramsprogram, the
outcomes that could reasonably be expected-as-a+result-ofatiributed to these, including their
effects on society, the environment and economy.

Scope
3. 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 pregramsprogram,
the outcomes from thesethat climate-related public policy pregrams.program.

Is the entity responsible for 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
[ 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)

4, As illustrated 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-to. Disclosures about climate-related public policy programs and their
related-outcomes will only relates—te-be applicable for those entities that are prircipal{i.-e—pslicy

10
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settera esgon5|bl e for such pehc—yprograms (see paraqraphs AG2.7-AG2.9-Entities-may-referto-the

Climate-related risks and opportunities that could not reasonably be expected to affect the long-term
fiscal sustainability of an entity, and where applicable, outcomes that could not reasonably be

expected asaresultof-itsattributed to a climate-related public policy programsprogram, are outside
the scope of this [draft] Standard.

An entity may apply this [draft] Standard irrespective of whether the entity’s related general purpose
financial statements (referred to as “‘financial statements’)staiemenis”) are prepared in accordance
with International Public Sector Accounting Standards (IPSAS) or other generally accepted
accounting principles or practices (GAAP).

Definitions

7.

The following terms are used in this [draft] Standard with the meanings specified:

Carbon credit is an emissions unit that is issued by a carbon crediting programmeprogram
and represents an emission reduction or removal of greenhouse gases. Carbon credits are
uniquely serialized, issued, tracked and cancelled by means of an electronic registry.

Climate resilience is the capacity of an entity to adjust to climate-related changes,
developments or uncertainties. Climate resilience involves the capacity to manage climate-
related risks and benefit from climate-related opportunities, including the ability to respond
and adapt to climate-related transition risks and climate-related physical risks. An entity’s
climate resilience includes both its strategic resilience and its operational resilience to
climate-related changes, developments and uncertainties.

Climate-related physical risks are risks resulting from climate change that can be event-driven
(acute physical risk) or from longer-term shifts in climatic patterns (chronic physical risk).
Acute physical risks arise from weather-related events such as storms, floods, drought or
heatwaves, which are increasing in severity and frequency. Chronic physical risks arise from
longer-term shifts in climatic patterns including changes in precipitation and temperature
which could lead to sea level rise, reduced water availability, biodiversity loss and changes in
soil productivity.

Climate-related public policy programs are public policy programs with a primary objective to
achieve climate-related outcomes-impacting-climate..

Climate-related risks refer to the potential negative effects of climate change on an entity.
These risks are categorized into climate-related physical risks and transition risks.

Climate-related opportunities refer to the potential positive effects of climate change on an
entity. Efforts to mitigate and adapt to climate change can produce climate-related
opportunities for an entity.

Climate-related transition plansplan refers to aspects of an entity’s overall strategy that lays
out the entity’s targets, actions or resources for its transition towards a lower-carbon
economy, including actions such as reducing its greenhouse gas emissions.

Climate-related transition risks are risks that arise from efforts to transition to a lower-carbon
economy. Transition risks include policy, legal, technological, market and reputational risks.

11
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CO2 equivalent is the universal unit of measurement to indicate the global warming potential
of each greenhouse gas, expressed in terms of the global warming potential of one unit of
carbon dioxide. This unit is used to evaluate releasing (or avoiding releasing) different
greenhouse gases against a common basis.

Financed emissions are the portion of gross greenhouse gas emissions of an investee or
counterparty attributed to the loans and investments made by an entity to the investee or
counterparty. These emissions are part of Scope 3 Category 15 (investments) as defined in
the Greenhouse Gas Protocol Corporate Value Chain (Scope 3) Accounting and Reporting
Standard (2011).

Global warming potential is a factor describing the radiative forcing impact (degree of harm
to the atmosphere) of one unit of a given greenhouse gas relative to one unit of CO-.

Greenhouse gases are the seven greenhouse gases listed in the Kyoto Protocol— carbon
dioxide (CO:); methane (CH4); nitrous oxide (N20); hydrofluorocarbons (HFCs); nitrogen
trifluoride (NF3); perfluorocarbons (PFCs) and sulfur hexafluoride (SFé).

Indirect greenhouse gas emissions are emissions that are a consequence of the activities of
an entity, but occur at sources owned or controlled by another entity.

Internal carbon price is a price used by an entity to assess the changes to procurement
processes, public policy programs, investment, production and consumption patterns, and
of potential technological progress and future emissions abatement costs. An entity can use
internal carbon prices for a range of applications. Two types of internal carbon prices that an
entity commonly uses are:

(a) A shadow price, which is a theoretical cost or notional amount that the entity does
not charge but that can be used to understand the economic implications or trade-
offs for such things as risk impacts, new investments, the net present value of
projects, and the cost and benefit of various initiatives; and

(b) Aninternal tax or fee, which is a carbon price charged to an operational activity, or
other operating unit based on its greenhouse gas emissions (these internal taxes
or fees are similar to intra-group charges).

Latest international agreement on climate change is the most recent agreement by states to
combat climate change setting norms and targets for a reduction in greenhouse gases.

Long-term fiscal sustainability is the ability of an entity to meet service delivery and

financial commitments, both now and in the future.

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.

Public policy programs are any type or set of interventions taken or mandated by a public
sector entity exercising its sovereign powers to influence the decisions or behaviors of
other entities or individuals.

12
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Public policy program outcomes are the impacts on the economy, environment and/or
people, which occur as a result of, or are reasonably attributable to, the public policy
programs.

Scope 1 greenhouse gas emissions are direct greenhouse gas emissions that occur from
sources that are owned or controlled by an entity.

Scope 2 greenhouse gas emissions are indirect greenhouse gas emissions from the
generation of purchased or acquired electricity, steam, heating or cooling consumed by an
entity. Purchased and acquired electricity is electricity that is purchased or otherwise
brought into an entity’s boundary. Scope 2 greenhouse gas emissions physically occur at
the facility where electricity is generated.

Scope 3 greenhouse gas emissions are indirect greenhouse gas emissions (not included in
Scope 2 greenhouse gas emissions) that occur in the value chain of an entity, including
both upstream and downstream emissions. Scope 3 greenhouse gas emissions include the
Scope 3 categories in the Greenhouse Gas Protocol Corporate Value Chain (Scope 3)
Accounting and Reporting Standard (2011).

Scope 3 categories are 15 categories of Scope 3 greenhouse gas emissions—as described
in the Greenhouse Gas Protocol Corporate Value Chain (Scope 3) Accounting and Reporting
Standard (2011):

(1) Purchased goods and services;
(2) Capital goods;

(3) Fuel- and energy-related activities not included in Scope 1 greenhouse gas
emissions or Scope 2 greenhouse gas emissions;

(4) Upstream transportation and distribution;
(5) Waste generated in operations;

(6) Business travel;

(7) Employee commuting;

(8) Upstream leased assets;

(9) Downstream transportation and distribution;
(10) Processing of sold products;

(11) Use of sold products;

(12) End-of-life treatment of sold products;
(13) Downstream leased assets;

(14) Franchises; and

(15) Investments.

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

13
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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. Fo+r purposes—of-this{draft}

Governance

8.

The objective of climate-related disclosures on governance is to enable primary users of
general purposes financial reports to understand the governance processes, controls and
procedures an entity uses to monitor, manage and oversee:

(@) Climate-related risks and opportunities to its own operations; and
(b) Climate-related public policy programs and achievement-of their-intended outcomes.
An entity shall disclose information about:

(@ The governing body(s) (which can include a board, committee or equivalent body charged with
governance) or individual(s) responsible for oversight of climate-related risks and opportunities
to its own operations, and, where applicable, the arrangements-foroversight of climate-related
public policy programs and achievement-of-their intended-outcomes. Specifically, the entity
shall identify that body(s) or individual(s) and disclose information about:

0] How responsibilities for climate-related risks and opportunities and, where applicable,
climate-related public policy programs and relatedtheir outcomes are reflected in the
terms of reference, mandates, role descriptions and other related policies applicable to
that body(s) or individual(s);

(i) How the body(s) or individual(s) determines whether appropriate skills and
competencies are available or will be developed to oversee strategies designed to
respond to climate-related risks and opportunities to its own operations and, where
applicable, oversee strategies for climate-related public policy programs and
achievement-of-their-intended outcomes;

(i) How and how often the body(s) or individual(s) is informed about climate-related risks
and opportunities and, where applicable, climate-related public policy programs and
achievement-of- their-intended outcomes;

(iv) How the body(s) or individual(s) takes into account climate-related risks and
opportunities and, where applicable, climate-related public policy programs and their
intended—outcomes, when overseeing the entity’s strategy, its decisions on major
activities, and its risk management processes and related policies, including whether the
body(s) or individual(s) has considered associated trade-offs; and

(v) How the body(s) or individual(s) oversees the setting of targets related to climate-related
risks and opportunities and, where applicable, targets for intended outcomes of climate-
related public policy programs—and-—achievement—of-their—intended—outcomes, and
monitors progress towards those targets (see paragraphs 21--24).

14
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and, where applicable, climate-
related public policy programs and achievement—of-their—intended outcomes_

(ii)

o its own operations and, where applicable, climate-

related public policy programs and relatedtheir outcomes

Strategy

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

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

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

@)

AG1.22-AG1.23);

AG1.24-AG1.25);
(©

AG1.26—AG1.30);

15
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(d)

AG1.31-AG1.39

16
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paragraphs AG1.40-AG1.63

licable, an entity shall also
disclose information about its strateg

12. for i climate-

related public policy programs, |nclud|ng

v

-The entity’s _strategyl—eper—alcienal- and decision-

making in relation to its responsibilities for climate-related public policy programs .
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L

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

(c) The current and anticipated financial implications of climate-related public policy programs to
the entity itself (see paragraphs AG2.28—AG2.30).

Risk and Outcome Management

to its own operations

-Rrsks—and—eppe#umhes—Potentlal challenges to its-the achievement of the intended

outcomes of climate-related public policy programs-and-achievement-of theirintended
outcomes.

-Sgecifically, an entity shall disclose information -on managing climate-related risks and
opportunities for its own operations, includinql

18
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15.  Where applicable, an entity shall also disclose information on climate-related public policy programs
to enable primary users to understand:

(a) 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 AG2.31); and

{e&h(b) The extent to which, and how, the processes disclosed in paragraph 15(a)_are integrated into
and inform the entity’s overall risk management process.

Metrics and Targets

(b) Climate-related public policy programs and achievement-of-intendedtheir outcomes
(see paragraphs 26-27).

Climate-related metrics for own operations

19
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paragraphparagraphs AG1.71-AG1.7675);
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, with reference to paragraphs AG1.109-

(for example, in procurement processes and decisions);

remuneration

of key management personnel

key management personnel

I

guidaneeStandards.

Climate-related targets for own operations

- I
(a)  The metric used to set the target (see paragraphs AG1.111-AG1.113112);
—
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operating

-A description of any validation process employed in setting _

Ll

22

T
Q

«Q
()
N
N



IPSASB Meeting (September 2024) Agenda Item 5.3.2

(iv) any other factors necessary for primary users of general purpose financial reports to
understand the credibility and integrity of the carbon credits the entity plans to use (for
example, assumptions regarding the permanence of the carbon offset).

24.25. Inidentifying and disclosing the metrics used to set and monitor progress towards reaching a target
described in paragraphs 21-24, an entity shall refer to and consider the applicability of peer metrics
(see paragraph 20), or metrics that otherwise satisfy the requirements in this IPSASB-SRS[draft
Standard.

Metrics for climate-related public policy programs

26.  Where an entity has responsibility for a climate-related public policy program, the entity shall disclose

information relevant to the following metric categories:

(@) Greenhouse gases—the entity shall disclose information including:

® DiseloseThe estimated change in greenhouse gas emissions resulting from climate-
related public policy programs; and

(i)  Diselese-The approach, inputs and assumptions it uses to measure itsthe estimated
change in greenhouse gas emissions resulting from climate-related public policy
programs as disclosed in 26(a)(i) (see paragraphs AG2.33-AG2.2736);

(b)  Other metrics—the entity shall_disclose information including:

(i)  Biselese-Other metrics the entity uses to measure and monitor the performance in

relation to its climate-related public policy pregrams—-ineluding progress towards any
targets it has set (see paragraphs AG2.37-AG2.38); and

(i) DBiselese-The approach, inputs and assumptions it uses to measure the metric as
disclosed in 26(b)(i) (see paragraphs AG2.39-AG2.5241).

Intended-outeomesTargets for intended outcomes of climate-related public policy programs

25:27. AnWhere an entity has responsibility for a climate-related public policy program, the entity shall
also disclose the information required in paragraphs 21-23 in relation to the targets fer-it has set to

monitor progress towards achieving intended outcomes of its-climate-related-public-pelicy-programs

where-an-entity-has-the climate-related public policy pregramsprogram, including targets made under
the latest international agreements on climate change or other jurisdictional commitments-te-previde

Effective Date

26-28. An entity shall apply this [draft] Standard for annual reporting periods beginning on or after 1
January [YYYY]. Earlier application is permitted. If an entity applies this [draft] Standard earlier, it
shall disclose that fact.
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Transition
0

(c)  Anentity is not required to disclose the change in GHGgreenhouse gas emissions from climate-
related public policy programs that were in place on the date of adoption of the [draft] Standard
(see paragraph 26(a)).

30.32.__An entity may elect an earlier date of adoption without a transition period.

34-33.
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Appendix Al: Application Guidance — Own Operations
This Appendix is an integral part of [draft] IPSAS [X] (ED XX).

Scope and definitions (see paragraphs 3-6)

AG1+2.AG1.1. Paragraph 3 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
intepded-outcomes.

AG13-AG1.2. This Appendix A1: Application Guidance — Own OperationsAppendix-At—Application
Guidanee provides requirements and guidance in relation to those climate-related risks and
opportunities to an entity’s own operations. Per paragraph 3, these requirements and guidance
are expected to be relevant to all public sector entities.

Entity’s own operations

AG14-AG1.3. Public sector entities provide a broad range of essential-services for service recipients in
the public interest, a i aulati i : 0

inelude:including:
Publi . . 4 management:

{b)(a) Service design and delivery;

{e)(b) Information and education;

{e&h(c) Compliance and enforcement;-and

{e)(d) Monitoring and evaluation-; and

(e) Public policy program advice, design, implementation and monitoring.

AG15.AG1.4. There may be instances where these functionsactivities overlap. In other cases, there may
be further complications, where a-public-sectoran entity has functions-acrossactivities relating to
multiple areas such as buildings and energy, with differing roles and responsibilities across policy
domains.

AG1+6-AG1.5. Many public sector entities have their functions,—activities, 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.

AG4+7Z—Generally, more centralized entities develop public policy programs and less centralized entities
deliver services and implement public policy programs, 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
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AG1.6. .

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

AG18.-AG1.7. Climate-related risks and opportunities can materialize through any of the functions—fer
activities of 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-).

AG19-AG1.8. 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.

AG1H10-AG1.9. The climate-related risks that an entity may face include physical risks and transition risks
associated with the transition to a lower-carbon economy. Climate-related physical risks can be:

(a) Acute — driven by events such as storms, precipitation or temperatures; or

(b) Chronic — resulting from longer-term factors such as an increase in mean temperatures,
shifts in precipitation patterns or riskingrising sea levels. Chronic risks could also have
longer-term consequence for entities.

AGHH-AGL.10. Transition risks are associated with policy, legal, technology and market changes
resulting from efforts to limit global warming and move to a lower carbon economy.

AGHA2.AG1.11. An entity may pursue adaptation responses, such as investing in infrastructure, to
address climate-related physical risks; and may pursue mitigation responses, such as adopting
new technologies to reduce its greenhouse gas emissions, to address climate-related transition
risks.

AGHA3.AG1.12. An entity may also pursue climate-related opportunities, such as developing new
services to meet shifting service recipient needs. Climate-related risks and opportunities are
distinct but not always mutually exclusive.

AGH14AG1.13. 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 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.
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AG1H15.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.

AG+16.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-entitiesfoeus

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

AGH+ALAGL.16. Due to the interconnected nature of resources and relationships in the public
sector, an entity often:

(@) Depends on other public sector entities, for example for funding; and policy design,
implementation and/or monitoring; or

(b) Is affected by the activities of other public sector entities, such as in-havingbeing delegated
responsibility for implementing peliciespublic policy programs and achieving targets set by
senior levels of government:-or.

AG1+18.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:

(&) Policy astivity-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 — sueh—as—unclearthe 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.

Disclosures on climate-related risks and opportunities to an entity’s own operations

AG1+19.AG1.18. Entities shall provide climate-related disclosures to enable primary users of
general purpose financial reports to understand the entity’s:
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(a) Governance processes, controls and procedures an entity uses to monitor, manage and
oversee its climate-related risks and opportunities (see paragraphsparagraph 9- and
AG1.20-AG1.2221);

(b) Approach—to—ensuring-its—strategy—will-remain—resilient-toStrategy for managing climate-
related risks and opportunities (see paragraphsparagraph 11— and AG1.22-AG1.63);

(c) Processes to identify, assess, prioritize and monitor its climate-related risks and
opportunities (see paragraphsparagraph 14— and AG1.64—-AG1.65); and

(d) Performance, including progress towards any climate-related targets it has set, and any
targets it is required to meet by law_or regulation, in relation to its climate-related risks and
opportunities (see paragraphs 17-25 and AG1.66-AG1.447116).

AG1+20.AG1.19. Entities may refer to Appendix B: General Requirements for Climate-related
DisclosuresAppendix-B paragraphs B.AG1-B.AG55 for further guidance on identifying climate-
related risks and opportunities and material information for disclosure.

Governance (see paragraphs—paragraph 9)

AG1+21-AG1.20. Public sector governance structures vary considerably between and across
jurisdictions. However, all are designed to provide oversight to an entity’s operations. For some
entities, their climate-related strategy may be driven by another public sector entity such as senior
levels of governments or ministries. An entity’s own governing body, one from another entity or a
specially convened cross-government group, may provide oversight of the implementation of
such externally determined climate-related pelicies-public policy programs. In the public sector, it
is generally rare for governance to be the responsibility of a single individual. An entity shall
disclose its governance arrangements as required in paragraph 9(a).

AGH22.AG1.21. If no group(s) or individual(s) has responsibility for oversight of particular climate-
related risks and opportunities, then this should be disclosed.

Strategy (see paragraphsparagraph 11-)
Climate-related risks and opportunities

Paragraph 11(a)and-effects-on- requires an entity's-operational-model-and-value-chain-(see-paragraphs—)

AG1.22. An-entity shallio 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.
Specifically, the entity shall:

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

(b) 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;

(c) 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 could reasonably be expected to occur; and
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Current and anticipated effects on the entity’s operational model and value chain

AG124.AG1.25.  The current and anticipated effects of climate-related risks and opportunities en-an

entity’s-operational-model-and-value-chainineludeincludes those related to:

@)

(b)

©

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.

and infrastructure,
, or rising sea levels for eertaincoastal communities long-term fiscal

Climate-related

physical risks can also have economic or social implications, such as inereasing-rumberthe

disruption of uninsured-neighborhoeds-in-thejurisdiction-due—to-severeessential services
from extreme weather events-errising-sea-levels; and

a jurisdiction’s—civil-aviatientransport authority may need-to-undertake-significant-technical
weﬂetedevelepﬁafety—preeedwesface mcreased costs for newreplacmq its fleet with electric

teehnelegybuses Climate-related transition risks eeuldcan also lead-tehave economic or
social implications, such as significantjoblosses-as-a+resulithe displacement of transition-te

employees resulting from the decommissioning of non-renewable energy impascting-en-the
labor-deparimentand-energy-peliey-malker-infrastructure.

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

of resources, ehanging—usethe adoption of energy—such—aslower-emissionclean energy
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sources or new technologies, developing—new lower—emission—services—er—and the
development of climate adaptation solutions.

operational activities,

-service recipients_

_ AG1.26(a);

AG1.25(a).

operational
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from demand or supply-chain changes; resource allocations arising from operations
development through capital expenditure or additional expenditure on research and
development; and acquisitions or divestments);

In the public sector, climate-related strategies may be set by senior levels of government at
regional or national levels, in many cases, to contribute to meeting the requirements of the latest
international agreement on climate change.

Such strategies may be implemented by multiple entities. When entities need to comply with
policies set by higher levels of government, they will need to incorporate these into their own
strategies.

Entities may also develop their own strategies to manage climate-related risks to ewn-service
delivery and/or benefit from climate-related opportunities that support the entity’s mandate and
service objectives. An entity’s strategy will vary depending on its role and responsibilities. For
example:

(&) A tax authority may contribute to climate-related peliciespublic policy programs through its
collection of carbon taxes through paperless communications;

(b) A police force may have mitigation plans to reduce greenhouse gas emission by replacing
its fleet of vehicles with electric vehicles; and

(c) Alocal government may build infrastructure to address rising sea levels as part of its climate
adaptation efforts.

Strategy and decision making in the public sector may also be affected by changes in
governments and/or other policies. Therefore, medium and long-term risk management will
require clearly articulated strategies that can be flexed as circumstances change.

Current-and-anticipated-financial-effects-on-an-entity’s-Financial position, financial performance and cash
flows{see-paragraph-)

AG1.31.

AG1.32.

AG1.33.

Climate-related physical and transition risks may have direct financial effects on an entity’s
financial position, financial performance and cash flows.

Paragraph 11(d) requires an entity to disclose: information that enables primary users of general
purpose financial reports to understand:

(@) The effects of climate-related risks and opportunities te-an-ertitys-own-eperations-on the
entity’s financial position, financial performance and cash flows for the reporting period

(current financial effects); and

(b) The anticipated effects of climate-related risks and opportunities—te—ar—entity's—own
operations on the entity’s financial position, financial performance and cash flows over the
short, medium and long term, taking into consideration how climate-related risks and
opportunities are included in the entity’s financial planning (anticipated financial effects).

Specifically, an entity shall disclose quantitative and qualitative information about:

(@) How climate-related risks and opportunities have affected its financial position, financial
performance and cash flows for the reporting period;
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(b) The climate-related risks and opportunities identified in paragraph AG1.33(a) for which there
is a significant risk of a material adjustment within the next annual reporting period to the
carrying amounts of assets and liabilities reported in the related financial statements;

(c) How the entity expects its financial position to change over the short, medium and long term,
given its strategy to manage climate-related risks and opportunities, taking into
consideration:

(i) Its investment and disposal plans (for example, plans for capital expenditure, major
infrastructure developments, acquisitions and divestments, transformation of operations,
innovation, new public-private partnerships, and asset retirements), including plans the
entity is not contractually committed to; and

(i) Its planned sources of funding to implement its strategy (see paragraph AG1.3734); and

(d) How the entity expects its financial performance and cash flows to change over the short,
medium and long term, given its strategy to manage climate-related risks and opportunities
(for example, increased revenue from servicestiax legislation aligned with a lower-carbon
economy; or costs arising from physical damage to assets from climate events; and

Public sector entities’ resources are predominantly provided by taxpayers, transfers from different
levels of government or external lenders such as bond holders. An entity’s disclosures in
accordance with paragraph 11(d) shall enable primary users of general purpose financial reports
to understand the capacity and financial planning of an entity to continue to fund its activities and
to meet its operational objectives, climate-related strategy and targets, including its sources of
funding and the extent to which it is dependent on each.

In providing quantitative information, an entity may disclose a single amount or a range.

In preparing disclosures about the anticipated financial effects of a climate-related risk or
opportunity and,-where-appl i i iy ams-and-related-outcomes;
an entity shall:

(@) Use all reasonable and supportable information that is available to the entity at the reporting
date without undue cost or effort; and

(b) Use an approach that is commensurate with the skills, capabilities and resources that are
available to the entity for preparing those disclosures.

An entity need not provide quantitative information about the current or anticipated financial
effects of a climate-related risk or opportunity if the entity determines that:

(@) Those effects are not separately identifiable; or

(b) The level of measurement uncertainty involved in estimating those effects is so high that the
resulting quantitative information would not be useful.

In addition, an entity need not provide quantitative information about the anticipated financial
effects of a climate-related risk or opportunity if the entity does not have the skills, capabilities or
resources to provide that quantitative information.
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services included
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AG140-AG1.42.
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Assessing the circumstances

AGH+41AG1.43. An entity shall use an approach to climate-related scenario analysis that is
commensurate with its circumstances as at the time the entity carries out its climate-related
scenario analysis (see paragraph AG1.44). To assess its circumstances the entity shall consider:

(&) The entity’s exposure to climate-related risks and opportunities (see paragraphs AG1.45—
AG1.4846); and

(b) The skills, capabilities and resources available to the entity for the climate-related scenario
analysis (see paragraphs AG1.47-AG1.5250).

AG142.AG1.44. An entity shall assess its circumstances each time it carries out its climate-related
scenario analysis. For example, an entity that carries out its climate-related scenario analysis
every three years to align with its strategic planning cycle (see paragraph AG1.63) would be
required to reconsider for this purpose its exposure to climate-related risks and opportunities and
the skills, capabilities and resources available at that time.

Exposure to climate-related risks and opportunities

AG1H43.AG1.45. An entity shall consider its exposure to climate-related risks and opportunities in
its assessment of its circumstances and when determining the approach to use for its climate-
related scenario analysis. This consideration provides essential context for determining which
risks are included in the assessment, designing the scenario and-analysis, and understanding the
potential benefits of using a particular approach to climate-related scenario analysis. For example,
if an entity has a high degree of exposure to climate-related risk then a more quantitative or
technically sophisticated approach to climate-related scenario analysis would be of greater
benefit to the entity and primary users of general purpose financial reports. Primary users of
general purpose financial reports would be less likely to benefit from quantitative or technically
sophisticated climate-related scenario analysis if the entity is exposed to few or relatively less
severe climate-related risks and opportunities. This means that—with all else being equal—the
greater the entity’s exposure to climate-related risks or opportunities, the more likely it is the entity
would determine that a more technically sophisticated form of climate-related scenario analysis
is required.

AG1+44.AG1.46. This [draft] Standard requires an entity to identify the climate-related risks and
opportunities to which it is exposed (see paragraph 11(a)) and to disclose information about the
process the entity uses to identify, assess, prioritize and monitor those risks and opportunities
(see paragraph 14). The information the entity discloses in accordance with these paragraphs
can inform the entity’s consideration of its exposure to climate-related risks and opportunities.

Skills, capabilities and resources available

AG1+45.AG1.47. An entity shall consider the available skills, capabilities and resources when
determining an appropriate approach to use for its climate-related scenario analysis. These skills,
capabilities and resources might include both internal and external skills, capabilities and
resources. The entity’s available skills, capabilities and resources provide context to inform its
consideration of the potential cost and level of effort required by a particular approach to climate-
related scenario analysis. For example, if an entity has only just begun to explore the use of
climate-related scenario analysis to assess its climate resilience, it might be unable to use a
quantitative or technically sophisticated approach to climate-related scenario analysis without
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undue cost or effort. For the avoidance of doubt, if resources are available to the entity then it will
be able to invest in obtaining or developing the necessary skills and capabilities.

AG1-46.AG1.48. Climate-related scenario analysis can be resource intensive and might—through
an iterative learning process—be developed and refined over multiple planning cycles. As an
entity repeats the climate-related scenario analysis, it is likely to develop skills and capabilities
that will enable the entity to strengthen its approach to climate-related scenario analysis over
time. For example, if an entity has not yet used climate-related scenario analysis or participates
in a function of government where climate-related scenario analysis is not commonly used, the
entity might need more time to develop its skills and capabilities. In contrast, where climate-
related scenario analysis is an established practice in its role or function of government, it would
be expected to have strengthened skills and capabilities through its experience.

AGH47AGL.49. Where-entitiesEntities may leverage climate-related scenario analysis performed
by other public sector entities, such as higher levels of government, where the entity shall
havehas a reasonable and supportable basis for using the other entity’s analysis-and-provide
eross-reference-to-such-analysis—as—well-as-disclose. Entities may also consider whether any
additional entity-specific analysis perfermedis needed. For example, a beroughtown that is part
of a larger eitycounty may determine that the scenario analysis performed by the eitycounty is
relevant-appropriate for analysis of its own climate resilience given the geography and similar
climate-related risks and opportunities faced. However, the bercughtown may be removed from
the eiby’scounty’s waterfront and therefore exclude considerations about sea level rise.

AG1+48-AG1.50. An entity might have a different reporting period from some or all of the entities that
it leverages for climate-related scenario analysis purposes. In other cases, climate-related
scenario analysis may not be performed annually due to the available resources, skills and
capabilities. In such circumstances, the entity is permitted to refer to climate-related scenario
analysis for reporting periods that are different from its own reporting period if that information is
obtained from entities in its value chain with reporting periods that are different from the entity’s
reporting period, on the condition that:

(@) The entity uses the most recent climate-related scenario analysis available; and

(b) The entity discloses the effects of significant events and changes in circumstances (relevant
to its climate-related scenario analysis) that occur between the climate-related scenario
analysis and the date of the entity’s general purpose financial reports.

Determining the appropriate approach

AG1+49.AG1.51. An entity shall determine an approach to climate-related scenario analysis that
enables it to consider all reasonable and supportable information that is available to the entity at
the reporting date without undue cost or effort. The determination of the approach shall be
infermedguided by the assessments of the entity’s exposure to climate-related risks and
opportunities (see paragraphs AG1.45-AG1.46) and its available skills, capabilities and
resources (see paragraphs AG1.47-AG1.50). Making such a determination involves:

(@) Selecting inputs to the climate-related scenario analysis (see paragraphs AG1.54—
AG1.6658); and

(b) Making analytical choices about how to carry out the climate-related scenario analysis (see
paragraphs AG1.59—-AG1.6260).
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AG150.AG1.52. Reasonable and supportable information includes information about past events,
current conditions and forecasts of future conditions. It also includes quantitative or qualitative
information, and information that is obtained from an external source or owned or developed
internally.

AG1+51+-AG1.53. An entity will need to use judgement to determine the mix of inputs and analytical
choices that will enable the entity to consider all reasonable and supportable information that is
available to the entity at the reporting date without undue cost or effort. The degree of judgement
that is required depends on the availability of detailed information. As the time horizon increases
and the availability of detailed information decreases, the degree of judgement required
increases.

Selecting inputs

AG162.AG1.54. When an entity selects the inputs to use in its climate-related scenario analysis,
the entity shall consider all reasonable and supportable information —including scenarios,
variables and other inputs—available to the entity at the reporting date without undue cost or
effort. The inputs used in scenario analysis might include information that is qualitative or
quantitative, and is obtained from an external source or developed internally. For example,
publicly available climate-related scenarios—from authoritative sources—that describe future
trends and a range of pathways to plausible outcomes are considered to be available to the entity
without undue cost or effort.

AG153.AG1.55. When selecting scenarios, variables and other inputs to use in climate-related
scenario analysis, an entity might, for example, use one or more climate-related scenarios—
including international and regional scenarios—that are publicly or freely available from
authoritative sources or performed by senior levels of government. The entity shall have a
reasonable and supportable basis for using a particular scenario or set of scenarios and shall
consider the applicability of climate-related scenarios performed by other public sector entities to
the entity’s own circumstances.

AG1+54.AG1.56. In considering whether the selected inputs are reasonable and supportable, an
entity shall consider the objective of paragraph 11(e), which requires the entity to disclose
information that enables primary users of general purpose financial reports to understand the
resilience of the entity’s strategy and operational model to climate-related changes, developments
and uncertainties, taking into consideration the entity’s identified climate-related risks and
opportunities. This means that the inputs to the entity’s climate-related scenario analysis shall be
relevant to the entity’s circumstances, for example, to the particular activities the entity undertakes
and the geographical location of those activities.

AG1+55.AG1.57. For some analyses, such as current and anticipated financial effects and climate-
related scenario analyses, an entity may be required to provide or determine inputs based on

forward looking information—n—the—public—sector—some—of-these, which may include policy

assumptions.

AG1-66.AG1.58. Projections are likely to be most useful when based on current policy assumptions

as opposed to future policy—unless—{a)-there—is—a—conflict-between—currentpeolicyand-legal
obligations-and-{b)-where-a-policy-has“sunset-provisions™, unless:

(a) _There is a conflict between current policy and legal obligations; and

(b) Where current legislation or requlation has a termination date, such as “sunset provisions”.
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Making analytical choices

AGH57AG1.59. An entity’s resilience assessment will be infermedguided not only by the individual
inputs to its climate-related scenario analysis, but also by the information it develops in combining
those inputs to carry out the analysis. The entity shall prioritize the analytical choices (for example,
whether to use qualitative analysis or quantitative modelling) that will enable it to consider all
reasonable and supportable information that is available to the entity at the reporting date without
undue cost or effort. For example, if an entity is able— without undue cost or effort—to incorporate
multiple carbon price pathways associated with a given outcome (for example, a 1.5 degree
Celsius outcome), this analysis is likely to strengthen the entity’s resilience assessment,
assuming such an approach is warranted by the entity’s risk exposure.

AG1-68.AG1.60. Quantitative information will often enable an entity to carry out a more robust
assessment of its climate resilience. However, qualitative information (including scenario
narratives), either alone or combined with quantitative data, can also provide a reasonable and
supportable basis for the entity’s resilience assessment.

Additional considerations

AG159.AG1.61. Climate-related scenario analysis is an evolving practice and, therefore, the
approach that an entity uses is likely to change over time. As described in paragraphs AG1.43—
AG1.50, the entity shall determine its approach to climate-related scenario analysis based on its
particular circumstances, including the entity’s exposure to climate-related risks and opportunities
and the skills, capabilities and resources available for the scenario analysis. Those circumstances
are also likely to change over time. Therefore, the entity’s approach to climate-related scenario
analysis need not be the same from one reporting period or strategic planning cycle to the next
(see paragraph AG1.6563).

AG160-AG1.62. An entity might use a simpler approach to climate-related scenario analysis, such
as qualitative scenario narratives, if such an approach is appropriate to the entity’s circumstances.
For example, if an entity does not currently have the skills, capabilities or resources to carry out
quantitative climate-related scenario analysis but has a high degree of exposure to climate-related
risk, the entity might initially use a simpler approach to climate-related scenario analysis, but
would build its capabilities through experience and, therefore, would apply a more advanced
quantitative approach to climate-related scenario analysis over time. An entity with a high degree
of exposure to climate-related risks and opportunities, and with access to the necessary skills,
capabilities or resources, is required to apply a more advanced quantitative approach to climate-
related scenario analysis.

AG1+61-AG1.63. Although paragraph AG1.40 requires an entity to disclose information about its
climate resilience at each reporting date, the entity might carry out its climate-related scenario
analysis in line with its strategic planning cycle, including a multi-year strategic planning cycle (for
example, every three to five years). Therefore, in some reporting periods the entity’s disclosures
in accordance with paragraph AG1.40(b) could remain unchanged from the previous reporting
period if the entity does not conduct a scenario analysis annually. The entity shall—at a
minimum—update its climate-related scenario analysis in line with its strategic planning cycle.
However, an assessment of the entity’s resilience is required to be carried out annually to reflect
updated insight into the implications of climate uncertainty for the entity’s operational model and
strategy. As such, an entity’s disclosure in accordance with paragraph AG1.40(a)— that is, the
results of the entity’s resilience assessment—shall be updated at each reporting period.
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Risk management (see paragraphsparaqraph 14-)

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);

{&)(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, guantitative 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; andprocesses,public-sector-entities

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

AG162.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. ln-deing-se
theySuch entities would need-—tealso consider additional factors tethat reflect their own
circumstances-as-well.

Metrics and targets (see paragraphs 17-25)
Greenhouse gas emissions

Permission to use information from a reporting period that is different from the entity’s reporting period, in
specific circumstances

AG163-AG1.66. An entity might have a different reporting period from some or all of the entities in
its value chain. Such a difference would mean that greenhouse gas emissions information from
these entities in its value chain for the entity’s reporting period might not be readily available for
the entity to use for its own disclosure. In such circumstances, the entity is permitted to measure
its greenhouse gas emissions in accordance with paragraph 17(a)(i) using information for
reporting periods that are different from its own reporting period if that information is obtained
from entities in its value chain with reporting periods that are different from the entity’s reporting
period, on the condition that:

(@) The entity uses the most recent data available from those entities in its value chain without
undue cost or effort to measure and disclose its greenhouse gas emissions;

(b) The length of the reporting periods is the same; and

(c) The entity discloses the effects of significant events and changes in circumstances (relevant
to its greenhouse gas emissions) that occur between the reporting dates of the entities in its
value chain and the date of the entity’s general purpose financial reports.

39

Page 39



IPSASB Meeting (September 2024) Agenda Item 5.3.2

Greenhouse gas emissions from entities responsible for climate-related public policy programs

AG1.70. An entity responsible for climate-related public policy programs may also generate Scope 1, 2
and 3 greenhouse gas emissions in relation to those activities. For example, an energy agency
that regulates the energy sector within a jurisdiction would disclose emissions from consumed
energy from its office premises and consumed energy from employees involved in setting
regulations. These will be included in the emissions from its own operations.

methodology,

AGH68.AGL.72. There is a rebuttable presumption that entities will use the Greenhouse Gas
Protocol: A Corporate Accounting and Reporting Standard (2004). In some circumstances, an
entity may determine that another established method of measuring its greenhouse gas
emissions is more appropriate for its circumstances to meet the needs of its primary users or is
required by a jurisdictional authority.
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AG1-69-AG1.73. In such cases, an _:

AG170-AGL.74.

AGH7HAGL.75. Where entities-usean entity uses a methodology other than the GHGGreenhouse
Gas Protocol: A Corporate Accounting and Reporting Standard (2004), entitiesan entity shall
disclose its Scope 1, 2 and 3 aligned with the definitions in paragraph 7, which are based on the
GHGGreenhouse Gas Protocol: A Corporate Accounting and Reporting Standard (2004). To the
extent these definitions differ from the applicable methodology, the entity shall provide a
reconciliation.

AG1+73—An entity might use

AG1H74-AGL.76. :
(a) _ to consolidation of _ such as whether the entity

uses the operational control, the financial control or the equity share approach; and

AGH75.AGL.77.
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Standard requires an entity to use emission factors that best represent the entity’s activity as its
basis for measuring its greenhouse gas emissions.

Scope 2 greenhouse gas emissions

AG176.AG1.78. Paragraph 17(a)(v) requires an entity to disclose its location-based Scope 2
greenhouse gas emissions and provide information about any contractual instruments the entity
has entered into that could inform primary users’ understanding of the entity’'s Scope 2
greenhouse gas emissions. A location-based method reflects the average emissions intensity of
grids on which energy consumption occurs. For the avoidance of doubt, an entity is required to
disclose its Scope 2 greenhouse gas emissions using a location-based approach and is required
to provide information about contractual instruments only if such instruments exist and information
about them informs primary users’ understanding of an entity’'s Scope 2 greenhouse gas
emissions.

AGHFAAGL.79. Contractual instruments are any type of contract between an entity and another
party for the sale and purchase of energy bundled with attributes about the energy generation or
for unbundled energy attribute claims (unbundled energy attribute claims relate to the sale and
purchase of energy that is separate and distinct from the greenhouse gas attribute contractual
instruments). Various types of contractual instruments are available in different markets and the
entity might disclose information about its market-based Scope 2 greenhouse gas emissions as
part of its disclosure.

Scope 3 greenhouse gas emissions

AG1-78.AG1.80. In accordance with paragraph 17(a)(vi), an entity shall disclose information about
its Scope 3 greenhouse gas emissions to enable_primary users of general purpose financial
reports to understand the source of these emissions. The entity shall consider its entire value
chain (upstream and downstream) and shall consider all 15 categories of Scope 3 greenhouse
gas emissions, as described in the Greenhouse Gas Protocol Corporate Value Chain (Scope 3)
Accounting and Reporting Standard (2011). In accordance with paragraph 17(a)(vi), the entity
shall disclose which of these categories are included in its Scope 3 greenhouse gas emissions
disclosures.

AGH79-AG1.81. For the avoidance of doubt, regardless of the methodology an entity uses to
measure its greenhouse gas emissions, the entity is required to disclose the categories included
within its measure of Scope 3 greenhouse gas emissions as described in paragraph 2417 (a)(vi)a.

AG1-80.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’s-public-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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AG181-AG1.83. An entity’s determination of which Scope 3 categories to measure and disclose will
require management judgement and may consider trade-offs such as the cost of collecting data,
skills and capabilities needed compared against the benefit the information will provide for
decision-making. This determination shall be driven by an entity’s mandate and the materiality
assessment for information needs of primary users for decision-making and accountability.

AG182.AG1.84. In accordance with paragraph B.AG26, on the occurrence of a significant event or
a significant change in circumstances, an entity shall reassess the scope of all affected climate-
related risks and opportunities throughout its value chain, including reassessing which Scope 3
categories and entities throughout its value chain to include in the measurement of its Scope 3
greenhouse gas emissions. A significant event or significant change in circumstances can occur
without the entity being involved in that event or change in circumstances or as a result of a
change in what the entity assesses to be important to primary users of general purpose financial

reports.

AG183.AG1.85. An entity is permitted, but not required, to reassess the scope of any climate-
related risk or opportunity throughout its value chain more frequently than required by paragraph
B.AG27.

AG184.-AG1.86. In accordance with paragraph B.AG2;(b), to determine the scope of the value

chain, which includes its breadth and composition, an entity shall use all reasonable and
supportable information that is available to the entity at the reporting date without undue cost or
effort.

Scope 3 measurement framework

AG1.85.AG1.87. An entity’s measurement of Scope 3 greenhouse gas emissions is likely to include
the use of estimation rather than solely comprising direct measurement. In measuring Scope 3
greenhouse gas emissions an entity shall use a measurement approach, inputs and assumptions
that result in a faithful representation of this measurement. The measurement framework
described in paragraphs AG1.88—-AG1.90 provides guidance for an entity to use in preparing its
Scope 3 greenhouse gas emissions disclosures.

AG1.86.AG1.88. An entity is required to use all reasonable and supportable information that is
available to the entity at the reporting date without undue cost or effort when the entity selects the
measurement approach, inputs and assumptions it uses in measuring Scope 3 greenhouse gas
emissions.

AG1+87AG1.89. An entity’s measurement of Scope 3 greenhouse gas emissions relies upon a
range of inputs. This [draft] Standard does not specify the inputs the entity is required to use to
measure its Scope 3 greenhouse gas emissions, but does require the entity to prioritize inputs
and assumptions using these identifying characteristics (which are listed in no particular order):

(a) Data based on direct measurement (paragraphs AG1.91-AG1.9493);
(b) Data from specific activities within the entity’s value chain (paragraphs AG1.94—-AG1.9897);

(c) Timely data that faithfully represents the jurisdiction of, and the technology used for, the
value chain activity and its greenhouse gas emissions (paragraphs AG1.98-AG1.48699);
and

(d) Data that has been verified (paragraphs AG1.100-AG1.101).
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AG1.88.AG1.90. An entity’s prioritization of the measurement approach, inputs and assumptions
and the entity’s considerations of associated trade-offs—based on the characteristics in
paragraph AG1.89—requires management to apply judgement. For example, an entity might
need to consider the trade-offs between timely data and data that is more representative of the
jurisdiction and technology used for the value chain activity and its emissions. More recent data
might provide less detail about the specific activity, including the technology that was used in the
value chain and the location of that activity. On the other hand, older data that is published
infrequently might be considered more representative of the specific activity and its greenhouse
gas emissions.

Data based on direct measurement

AG189.AG1.91. Two methods are used to quantify Scope 3 greenhouse gas emissions: direct
measurement and estimation. Of these two methods—and with all else being equal—an entity
shall prioritize direct measurement.

AG190.AG1.92. “Direct measurement'measurement” refers to the direct monitoring of greenhouse
gas emissions and, in theory, provides the most accurate evidence. However, it is expected that
Scope 3 greenhouse gas emissions data will include estimation due to the challenges associated
with direct measurement of Scope 3 greenhouse gas emissions.

AG1+91-AG1.93. The estimation of Scope 3 greenhouse gas emissions involves approximate
calculations of data based on assumptions and appropriate inputs. An entity that measures its
Scope 3 greenhouse gas emissions using estimation is likely to use two types of input:

(a) Data that represents the entity’s activity that results in greenhouse gas emissions (activity
data). For example, the entity might use distance travelled as activity data to represent the
transport of goods within its value chain;

(b) Emission factors that convert activity data into greenhouse gas emissions. For example, the
entity will convert the distance travelled (activity data) into greenhouse gas emissions data
using emission factors.

Data from specific activities within the entity’s value chain

AG192.AG1.94. An entity’s measurement of its Scope 3 greenhouse gas emissions will be based
on data obtained directly from specific activities within the entity’s value chain (primary data), data
not obtained directly from activities within the entity’s value chain (secondary data), or a
combination of both.

AG193.AG1.95. In measuring an entity’s Scope 3 greenhouse gas emissions, primary data is more
likely to be representative of the entity’s value chain activity and its greenhouse gas emissions
than secondary data. Therefore, the entity shall prioritize—with all else being equal—the use of
primary data.

AG1-94.AG1.96. Primary data for Scope 3 greenhouse gas emissions includes data provided by
suppliers or other entities in the value chain related to specific activities in an entity’s value chain.
For example, primary data could be sourced from meter readings, utility bills or other methods
that represent specific activities in the entity’s value chain. Primary data could be collected
internally (for example, through the entity’s own records), or externally from suppliers and other
value chain partners (for example, supplier-specific emission factors for purchased goods or
services). Data from specific activities within an entity’s value chain provides a more accurate
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representation of the entity’s specific value chain activities and, therefore, will provide a better
basis for measuring the entity’s Scope 3 greenhouse gas emissions.

AG1-95.AG1.97. Secondary data for Scope 3 greenhouse gas emissions is data that is not obtained
directly from specific activities within an entity’s value chain. Secondary data is often supplied by
third-party data providers (for example, from published databases, government statistics,
literature studies and industry associations). Secondary data includes data used to approximate
the activity or emission factors. Additionally, secondary data includes primary data from a specific
activity (proxy data) used to estimate greenhouse gas emissions for another activity. If an entity
uses secondary data to measure its Scope 3 greenhouse gas emissions, it shall consider the
extent to which the data faithfully represents the entity’s activities.

Timely data that faithfully represents the value chain activity and its greenhouse gas emissions

AG1-96.AG1.98. If an entity uses secondary data, it shall prioritize the use of activity or emissions
data that is based on, or represents, the technology used in the value chain activity the data is
intended to represent. For example, an entity might obtain primary data from its activities (for
example, the specific aircraft model, distance #ravellediraveled, and travel-class used by
employees when travelingiraveling) and would then use secondary data that represents the
greenhouse gas emissions arising from those activities to convert the primary data into an
estimate of its greenhouse gas emissions from air travel.

AG1H97AG1.99. If an entity uses secondary data, it shall prioritize activity or emissions data that is
timely and representative of the entity’s value chain activity during the reporting period. In some
jurisdictions, and for some technologies, secondary data is collected annually and, therefore, the
data is likely to be representative of the entity’s current practice. However, some secondary data
sources rely on information collected in a reporting period that is different from the entity’s own
reporting period.

Verified data

AG198-AG1.100. An entity shall prioritize Scope 3 greenhouse gas emissions data that is verified.
Verification can provide primary users of general purpose financial reports with confidence that
the information is complete, neutral and accurate.

AG199.AG1.101. Verified data might include data that has been internally or externally verified.
Verification can take place in several ways, including on-site checking, reviewing calculations, or
cross-checking of data against other sources. However, in some cases an entity might be unable
to verify its Scope 3 greenhouse gas emissions without undue cost or effort. For example, the
entity might be prevented from obtaining a complete set of verified data due to the volume of data
or because the data is obtained from entities in the value chain that are separated by many tiers
from the reporting entity, that is, entities that the reporting entity does not interact with directly. In
such cases, an entity might need to use unverified data.

Disclosure of inputs to Scope 3 greenhouse gas emissions

AG1+400-AG1.102. An entity shall disclose information about the measurement approach, inputs and
assumptions it uses to measure its Scope 3 greenhouse gas emissions in accordance with
paragraph 17(a)(iii). This disclosure shall include information about the characteristics of the data
inputs as described in paragraph AG1.86. The purpose of this disclosure is to provide primary
users of general purpose financial reports with information about how the entity has prioritized

45

Page 45



IPSASB Meeting (September 2024) Agenda Item 5.3.2

the highest quality data available, which faithfully represents the value chain activity and its Scope
3 greenhouse gas emissions. This disclosure also helps primary users of general purpose
financial reports to understand why the measurement approach, inputs and assumptions the
entity uses to estimate its Scope 3 greenhouse gas emissions are relevant.

AG1H104-AG1.103. As part of the requirement in paragraph 17(a)(iii), and to reflect how an entity
prioritizes Scope 3 data in accordance with the measurement framework set out in paragraphs
AG1.88-AG1.100, the entity shall disclose information that enables primary users of general
purpose financial reports to understand:

(a) The extent to which the entity’s Scope 3 greenhouse gas emissions are measured using
inputs from specific activities within the entity’s value chain; and

(b) The extent to which the entity’s Scope 3 greenhouse gas emissions are measured using
inputs that are verified.

AGH102.AG1.104. This [draft] Standard includes the presumption that Scope 3 greenhouse gas
emissions can be estimated reliably using secondary data and peer averages. In those rare cases
when an entity determines it is impracticable to estimate its Scope 3 greenhouse gas emissions,
the entity shall disclose how it is managing its Scope 3 greenhouse gas emissions. Applying a
requirement is impracticable when the entity cannot apply it after making every reasonable effort
to do so.

Financed emissions

AG1+103.AG1.105. Entities participating in financial activities face risks and opportunities related to
the greenhouse gas emissions associated with those activities. Counterparties, borrowers or
investees with higher greenhouse gas emissions might be susceptible to risks associated with
technological changes, shifts in supply and demand and policy change, which in turn can affect
the institution that is providing financial services to these entities. These risks and opportunities
can arise in the form of credit risk, market risk, reputational risk and other financial and operational
risks. For example, credit risk might arise in relation to financing carbon-intensive sectors,
increasing the exposure to stranded assets under increasingly stringent regulations, technological
shifts, and changing resource landscapes; credit risk might also arise through increased
insurance liability and increased cash outflows by public sector entities arising from damages
caused by physical climate risks. Reputational risk might arise from financing carbon-intensive
projects. Entities participating in financial activities, such as central banks, public investment
corporations, housing finance agencies and public pension funds, monitor and manage such risks
by measuring their financed emissions. This measurement serves as an indicator of an entity’s
exposure to climate-related risks and opportunities and how the entity might need to adapt its
financial activities over time.

AGH1404-AG1.106. An entity shall apply the requirements for disclosing greenhouse gas emissions in
accordance with paragraph 17(a) when disclosing information about its financed emissions.

Other metric categories

AG1+105-AG1.107. In addition to information about an entity’s greenhouse gas emissions, the entity is
required to disclose information relevant to other metric categories set out in paragraph 17(b)-
2417(f).
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AG1106-AG1.108. In preparing disclosures to fulfil the requirements in paragraph 17(b)-17(f), an
entity shall:

(@) Consider the time horizons over which the effects of climate-related risks and opportunities
could reasonably be expected to occur, described in accordance with paragraph AG1.22;

(b) Consider where in the entity’s operational model and value chain climate-related risks and
opportunities are concentrated (for example, geographical areas, facilities or types of assets
or services) (see paragraph +4AG1.24);

(c) Consider the information disclosed in accordance with paragraph AG1.33(a)-AG1.33(b) in
relation to the effects of climate-related risks and opportunities on the entity’s long-term fiscal
sustainability, including services it delivers, for the reporting period;

(d) Consider whether peer metrics, as described in paragraph 20 could be used to satisfy the
requirements in whole or in part;

(e) Consider the connections between the information disclosed to fulfil the requirements in
paragraph 17(b)-17(f) with the information disclosed in the related financial statements, in
accordance with paragraph B12(b)(i). These connections include consistency in the data and
assumptions used—to the extent possible—and linkages between the amounts disclosed in
accordance with paragraph 17(b)-17(f) and the amounts recognized and disclosed in the
financial statements. For example, an entity would consider whether the carrying amount of
assets used is consistent with amounts included in the financial statements and would
explain the connections between information in these disclosures and amounts in the
financial statements.

AGH10#AAGL.109. Paragraph 17(e) requires an entity to disclose whether it applies internal carbon
prices in decision-making. Examples where it may be applicable for public sector entities include:

(&) Procurement, where a carbon price is incorporated into the cost of goods and services
procured; and

(b) Internal taxes or fees, where a carbon price is charged internally, similar to intracompany
transfer pricing.

AG1+108-AG1.110. In the public sector, internal carbon prices may not always be set internally by
individual entities. In some jurisdictions, another public sector entity such as a central department,
may establish a carbon price applicable for public sector entities for internal decision-making such
as procurement, across the jurisdiction. In such cases, this may be the entity’s internal carbon
price even though it is developed by an external source.

Climate-related targets (see paragraphs 21-3225)

Characteristics of a climate-related target

AG1+409.AG1.111. Paragraph 21 requires an entity to disclose the quantitative or qualitative climate-
related targets it has set, and any it is required to meet by law or regulation, including any
greenhouse gas emissions targets. In disclosing these climate-related targets, the entity is
required to disclose information about the characteristics of these targets as described in
paragraph 21(a)-21(h). If the climate-related target is quantitative, an entity is required to describe
whether the target is an absolute target or an intensity target. An absolute target is defined as a
total amount of a measure or a change in the total amount of a measure, whereas an intensity
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Appendix A2: Application Guidance - Climate-related Public Policy Programs
This Appendix is an integral part of [draft] IPSAS [X] (ED XX).

Scope and definitions (see paragraphs 3-6)

AG2.1. Paragraph 3 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.

AG2.2. Appendix A2: Application Guidance — Climate-Related Public Policy ProgramsThis-Appendix-A2:

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

AG2.3. These requirements and guidance are required for all public sector entities that are the-principal
{-e—policy-setter)-ofresponsible for a climate-related public policy programsprogram 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.

Climate-related public policy programs
AG2.4. Public policy programs may include:

(@) Regulations and standards; such as any that specify abatement technologies (technology
standard) or minimum requirements for energy consumption, pollution output, or other
activities (performance standard), and typically include penalties for noncompliance;

(b) Taxes and charges, such as levy imposed on each unit of activity by a source, such as a
fuel tax, carbon tax, traffic congestion charge, or import or export tax;

(c) Subsidies and incentives such as direct payments, tax reductions, price supports or the
equivalent thereof from a public sector entity to another entity for implementing a practice
or performing a specified action;

(d) Emissions trading programs, or emissions trading systems (ETS) or cap-and-trade
programs are programs that establish a limit on aggregate emissions from specified
sources, requires sources to hold permits, allowances, or other units equal to their actual
emissions, and allows permits to be traded among sources;

(e) Voluntary agreements or measures may be an agreement, commitment, or measure
undertaken voluntarily by public or private sector actors, either unilaterally or jointly in a
negotiated agreement. Some voluntary agreements include rewards or penalties associated
with participating in the agreement or achieving the commitments;

()] Information instruments which are requirements for public disclosure of information, such
as labeling programs, emissions reporting programs, rating and certification systems,
benchmarking, and information or education campaigns aimed at changing behavior by
increasing awareness;

() Research, development and deployment policies are those aimed at supporting
technological advancement, through direct government funding or investment, or facilitation
of investment, in technology research, development, demonstration, and deployment
activities;
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(h)  Public procurement policies requiring that specific attributes (such as GHGgreenhouse gas
emissions) be considered as part of the public procurement processes;

0] Infrastructure programs that provide (or grant an entity permit for) infrastructure, such as
roads, water supply, urban services, and high speed rail;

()] Implementation of new technologies, processes, or practices, such as those that reduce
emissions compared to existing technologies, processes, or practices at a broad scale; and

(k)  Financing and investment such as public or private sector grants or loans for supporting
development strategies.

Climate-related public policy programs are those that have a primary objective to achieve climate-

related outcomes-impacting-climate—Thisprimary-objective. Primary objectives may be expressed
as a key performance indicator for the public policy program such-as-inputs;,—eutpuis;-outcomes
such as a peroentaqe reduction in qreenhouse gases or e#releney—w@eateps—mlated—teﬁhmate—er

percentage increase in
enerqy efficiencies. This primary objectlve may also be expressed using a narrative description of
a desired future state primarily relating to climate, such as areduction-of- GHG-emissions—or
reduced exposure to climate-related physical risks, resulting from the public policy program. An
entity with such climate-related public policy programs shall provide disclosures as outlined in
paragraph AG2.1917.

Many public policy programs may have an effect on climate, even though this may not be their
primary objective-, and therefore may not be a climate-related public policy program. For example,
an entity’s peliciespublic policy program to expand train networks may have a primary objective to
reduce traffic congestion yet may also result in reduced emissions, or an entity’s policies to use
coal energy may increase GHGgreenhouse gas emissions but have a primary objective to provide
cost effective and stable electricity to rural areas. However, this [draft] Standard only requires
disclosures about those public policy programs with a primary objective to achieve climate-related
outcomes. An entity shall exercise judgement in identifying climate-related public policy programs.

An-entity-thatis-the-peliey-setterResponsibility for climate-related public policy programs shall-provide
climate-related

AG2.7.

AG2.8.

The disclosures required in accerdance-with-this [draft] Standard {see-paragraph-)-about climate-
related public policy programs are required by entities with responsibility for a climate-related
public policy program.

OutcomesfromAn 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) Legislation 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.
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The processes to design, implement, and monitor public policy programs includesmay 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.

Climate-related public policy program outcomes

AG2.9-AG2.10. Climate-related public policy program outcomes include climate-related impacts on the
economy, environment and people-as-these-impaets, which are al-nterrelatedinterconnected by
nature. For example:

(@) Atraffic congestion tax policy with a primary objective to reduce greenhouse gas emissions
may also result in economic impacts for private sector entities operating in the jurisdiction
and economic and/or social impacts for individuals living and working in the jurisdiction;

(b)  An entity’s peliciespublic policy program to invest in high-speed rail infrastructure with a
primary objective to reduce greenhouse gas emissions may also result in economic
opportunities for private sector entities as well as social impacts for individual service
recipients;

(c) PeliciesPublic policy programs relating to emissions trading programs will have economic
impacts for private sector corporations; and
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(d)  PeliciesPublic policy program to reduce greenhouse gas emissions can contribute to

improved air quality and affect the health of citizens.

AG2.11.

AG2.12.

AG2.13.

An entity’s intended-outcomes-from-climate-related public policy pregramsprogram outcome could
directly affect society as a whole or affect particular groups or institutions within society or affect
the economy and environment. Outcemes—from-Climate-related public policy pregramsprogram
outcomes could have relatively direct impacts on recipients of the entity’s services. They could
also have positive or negative impacts on others that are not recipients of the entity’s services but
who are indirectly affected by those services.

Fhere-may-be-strong,-directcausalinksThe relationship between an entity’s climate-related public
policy programs and its outcomes_are sometimes strong and direct, but this may not always be

the case. For example:

(a) Aclimate-related-program-to-build-rain gardens-is-intendedgarden infrastructure that intends
to reduce flooding—instancesflood risk for residences—and-—small-businesses,—while—a
residential area may also indirectly—supporting-the—econremy-by-have indirect outcomes,
such as minimizing public spending on flood repairs-as-wel-asreducing-health-risks-as—a
resuleteading; or

(b) A peliey-te-introduce-carbon tax maythat intends to reduce GHGgreenhouse gas emissions
by influencing individuals and commercial behaviors;—altheugh—it may also indirectly

affecthave indirect outcomes, such as affecting inflation and economic activity.

Public policy program outcomes are often driven by interactions and dependencies outside the
entity’s direct control through a series of cause-and-effect relationships. Factors beyond the
entity’s control may intervene to either hinder or facilitate the entity’s achievement of public policy
program outcomes. An entity’s identification of eutcemes—irom—climate-related public policy
programsprogram outcomes shall consider the extent to which outcomes can be attributed to the
entity’s public policy programs and other factors that have influenced the outcomes. It shall not
include outcomes that cannot be reasonably expected-by-an-entityattributed to the public policy
program (see paragraph 2(b)). Disclosures shall be sufficient to ensure that the primary users can
understand the entity’s role with respect to either improving or worsening public policy program
outcomes.

.14. Risks-and-eppertunitiesto-An entity may also identify and consider where achievement of intended

outcomes of climate-related public policy programs interrelate with climate-related risks and
opportunities to its own operations. Climate-related risks and opportunities that impact the entity
itself may impede the achievement of intended outcomes of the climate-related public policy
program. For example, increased wildfires may limit resource availability to the entity itself, leading
to insufficient staffing to support the achievement of the intended outcomes of its policy program.
Conversely, the achievement of intended outcomes of the policy program could give rise to
climate-related risks and opportunities for the entity’s own operations. For example, if a climate-
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related public policy program did not achieve its intended outcome to reduce emissions from coal-
fired power plants in the region, the continued levels of emissions could contribute to increased
transition risk for the entity itself.

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-settinrg 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 epera%e&a%eem#y—assess—pneﬂhze
Ad implementation

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

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

objectives of the climate-related public policy programs. For example, to address the entities
anel%er—lnellvideals—wlfehlmhreat of sea level rise to a community, a municipality identified the

need to develop a climate-related publlc pollcy te—the—eeenemy—emm:emnent—and—people
{e-g—transition—risks—forprivate—sector—entities—orhousehelds);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—+iskdifficulties in coordinating across

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

{e)(b) P
pmg#ams—and—aeMevemenl—ef—the*mtended—eu%eemesgohcy program; and
{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.
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AG248-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:

(@)

(b)

(©)

(d)

Governance processes, controls and procedures the entity uses to monitor, manage and
oversee its climate-related public policy programs and achievement-of-their intended
outcomes (see paragraphs 9— and AG2.19-AG2.2422);

Strategy for managing its climate-related public policy programs and achievement-of-their
intended-outcomes (see paragraphs 12— and AG2.23-AG2.3730)

Processes to identify, assess, prioritize and monitor riskschallenges to itsachievement of
the intended outcomes of climate-related public policy programs and-achievement-of-their
intended-outcomes-(see paragraphs 15 and AG2.31-AG2.32-); and-}-and

Performance, including progress towards any-climate-related-targets-it-has-set—and-any

targets-itisrequired-to-meetby-law-inrelationto-itsintended outcomes of climate-related
public policy programs and-achievement-of-their-intended-outcomes-(see paragraphs 26—

27 and AG2.33-AG2.41-and—).

AG219.AG2.18. Entities may refer to Appendix B: General Requirements for Climate-related
DisclosuresAppendix-B paragraphs B.AG1-—B.AG55 for further guidance on identifying climate-

related public policy program outcomes-from-climate-related-public-policy-programs and material

information for disclosure.

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

AG2.20.AG2.19. 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-threughinvolve a legislative process;—era-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 governing body, ene-from-another entity or a

specially convened cross-government group;—may-provide-oversight-of-the-implementationand
achieverment-of the-intended-outcomes—of-climate-related-peolicies.. An entity shall disclose the

arrangement as required in paragraph 9(a).

AG2.21-AG2.20. Oversight for climate-related public policy programs and their outcomes may
include:
(@) Oversight of policy design-and-develepment—includes—eonsidering, such as whether the

(b)

policy meets the entity’s mandate and responsibilities, whetheraddresses the specific
objectives of the policy program, and how the proposed pollcy add%esses—theqdemmed—nsks

outcomes-is expected to the-econemy;-eny
poliey-may-achieve its intended outcomes;

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-ef-low uptake of the policy program, fisk-ef-poor coordination of the
implementation process or unclear accountability and responsibility for delivery
agentsimplementing entities; or
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(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

implement climate-related public policy programs-maybe-divided-amoeng—a—number—of

AG222.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.

AG2.23.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-eppertunities-to-its-leng-

term-fiscal-sustainabilityandthe climate-related public policy programs_and their outcomes is
managed on an integrated basis.

Strategy for climate-related public policy programs (see paragraphsparagraph 12-)

Strategy and decision-making

AG227-AG2.23. Paragraph 12(a)Where-an-entity-has-climate-related-public-policy-programs-it-is

reguired requires 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:

(@ The scope of the ent|tys cllmate related publlc policy program mandate, |nclud|ng an
overview of hew A f .
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 strategy, including the entity’s decision-
making process and factors in determining its strategy for climate-related policy programs
(see paragraph AG2);
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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-delivery-orfunding
fslgand

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

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

AG2.28.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:

(@)

(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 thatare reasonably-expected-to-oceuras-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 eutcomes—from—climate-related public policy
pregrams—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.

AG229.AG2.25.  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 entitiesentity’s climate-related public policy programs, the entity willmay need to consider
manyother factors in its decisions to set policy programs, for example:

(@)

KsThe entity’s overall mandate-te-achieve-certain-eoutcomes, such as maintaining financial
stability of the economy may—be-—censidered-when assessing potential approaches to
implementing carbon taxes;
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(b)  Aclimate-related scenario analysis that provided information for policy design; and

(c)  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 12(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:

(a) Internal factors, such as resource constraints, operational challenges, and technical
limitations; and

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

AG2.27. To identify 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).

Financial implications of climate-related public policy programs-{paragraph-)

AG2.30.AG2.28. Paragraph 12(c) requires the entity to disclose information to enable primary users
to understand the financial implications of climate-related public policy programs. This includes
quantitative information about the incurred and anticipated costs, amounts funded or unfunded
and any income or fees related to the program.

AG231+AG2.29. This may include disclosure of how these current—and—anticipated—financial
effeetsimplications link to an entity’s public budget reports, which will provide primary users with
information-en-the-financialimplications; such as the costs of the programs, the extent of funding,
future costs, and potential income generated, such as from taxes or fees. For example, the
anticipated increase in tax revenues from carbon taxes, increased debt and expenses from costs
of climate-related policy programs or impairment of abandoned assets.

AG2.33.AG2.30. An_entity may consider various external factors when assessing the financial
implications to the entity itself. For example:

(@) Additional cestsferfunding need by other public sector entities to support implementation
of the climate-related public policy program;
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(b) Investment needs of other public sector entities’entities, private sector entities’entities
and/or individuals’individuals to build or repair infrastructure or homes in response to
climate-related physical risks such as increasing frequency and severity of weather events;
erand

(c)  The need for individuals to insure against increasing frequency and severity of weather
events where private corporations may reduce insurance coverage, and the public sector
must fulfil the role of guarantor of last resort.
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climate-related-public-policy-programs (see paragraph 15-))
AG2.38-Paragraph 15(a)Ri i i

AG2.31. 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. 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
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(d)  Whether and how the entity has changed the processes it uses compared with the previous
reporting period.

AG2.41.AG2.32. In preparing disclosures to fulfil the requirements in paragraphs—and-paragraph

15, an entity shall avoid unnecessary dupI|cat|on—IEer—exeuc\t\Jple—altltleJarthhetlmr if the processes and
policies that the entity 5
ehmate—mlated—nsks—and—eppeﬁumhesuses to ﬁeewnepepafﬂensmennfy, assess, pr|or|t|ze and#e#
therisks-and-oppertunities-inrelationto monitor the potential challenges to achieving the intended

outcomes of its cllmate related public pollcy programs areis managed on an integrated basis ;the
Rwith the entity’s overall

risk management processes.

Metrics and targets for climate-related public policy programs (see paragraphs 26-)

Greenhouse gas emissions from climate-related public policy programs

AG243.AG2.33. Paragraph 26(a) requires entities to disclose the amount-and, approach, inputs
and assumptions to estimating the ehangeincrease or decrease in GHGgreenhouse gas emissions

resultlng from publlc pollcy programs—beth—pe&%weand—negaﬂve Entities shaII dlsclose—pFegmss

emissions and the assessment boundary. For example:

(@) An entity may include outcomes resulting from a fuel efficiency regulation in its estimation
of greenhouse gas emissions such as:

i. Intermediate effects, such as increased production of more efficient cars, increased
consumption of more efficient earsvehicles, and decreased emissions per kilometer
travelled; and

ii. GHGGreenhouse gas effects, such as reduced tailpipe GHGgreenhouse emissions from
earsvehicles.

(b)  An entity may include outcomes resulting from a home insulation subsidy in its estimation
of greenhouse gas emissions such as:

i. Intermediate effects, such as increased production of insulation, and reduced demand
for electricity and natural gas for heating; and

ii. GHGGreenhouse gas effects, such as reduced emissions from electricity generation and
use of natural gas.

AG2.44.AG2.34. Paragraph 27 requires an entity to disclose information about its targets for
achieving intended outcomes of its climate-related public policy programs. In determining the
baseline from which progress and the greenhouse gas emissions target is assessed, an entity
may consider:
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(a) Establishing baseline scenarios and estimate baseline emissions in the absence of the
policy activity—program. For example, emissions generated from natural gas used for space
heating in the case of a home insulation subsidy program; and

(b)  Establishing policy scenarios and estimating emissions in the presence of the policy activity
-program. For example, emissions reductions from natural gas used for space heating in
the case of a home insulation subsidy program.

AG2.45.AG2.35. Public sector entities may have established methodologies to assess and monitor
the performance and effectiveness of public policy programs, including methodologies to measure
greenhouse gas emissions reasonably attributable to their climate-related public policy programs.
Entities may also consider guidance on estimating emissions from public policy programs from
other standards, such as the Greenhouse Gas Protocol Policy and Action Standard (2014). An
entity shall disclose its methodologies used to estimate emissions reasonably attributable to the
climate-related public policy program and to set its targets for achieving climate-related public
policy program outcomes.

AG2.46.AG2.36. Entities shall disclose change in greenhouse gas emissions and related targets for

climate-related public policy programs,—including—climate-related—policies in effect during the

reporting period. Disclosure about climate-related public policy programs that have ended or are
no longer in effect are not required.

Other metrics for climate-related public policy program outcomes

AG2.50-AG2.37. Paragraph 26(b) requires an entity to disclose other metrics relevant to its climate-
related public policy programs. This may include metrics that entities use to monitor achievement
of the intended outcomes of their climate-related policy activities. In selecting such metrics, entities
may consider factors such as geographical scope, service areas, and affected stakeholders, or
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other metrics relating to direct impacts on nature, people or the economy such as metrics and
targets to manage and monitor:

(@) Climate-related transition risks, for example metrics to monitor implementation and
outcomes from climate-related regulations;

(b)  Climate-related physical risks, for example the amount or percentage of the scope of the
entity’s policy setting responsibilities (e.g. geography, services, individuals or entities) is
vulnerable to climate-related physical risks;

(c)  Climate-related opportunities, for example metrics to evaluate climate-related technologies
and opportunities;

(d)  Sinks and reservoirs, for example land use, land-use change and forestry management
metrics;

(e) Carbon markets and non-markets, for example carbon market efficiency and effectiveness
metrics;

® International financial, technological and development support, for example metrics related
to capacity building support provided by developed nations for developing nations; and

(@) Internal carbon prices, usedsuch as for decision-makingproject appraisals and policy design
in relation to an entity’s climate-related public policy programs (see paragraph AG2.4938).

AG2.38. In addition to considering established metrics that the entity already reports on for its climate-
related public policy programs, including those for reporting on the latest international agreement
on climate change or other jurisdiction commitments on climate, entities shall consider which other
metrics are relevant to the primary users of its climate-related disclosures and consider their
inclusion in its general purpose financial reports directly or through cross-references to the entity’s
other reports (see paragraphs B.AG65-B.AG67). Other sources entities shall consider include:

(a) Methodologies and guidance from other entities and organizations such as the United
Nations Framework Convention on Climate Change (UNFCCC);

b Metrics reported by other peer entities with similar functions of government or climate-
related policy objectives; or

c Input from stakeholder engagement.

AG2.53.AG2.39. If an entity discloses a metric taken from a source other than the lPSASB-SRSthis
[draft] Standard, the entity shall identify the source and the metric taken.
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about

@

AG2.41. The extent of data collection required for certain policy metrics may be significant and may not be
possible to report on an annual basis or the costs of collecting data exceed the benefits. In such
cases, certain metrics may be updated less than annually. Entities shall disclose the frequency
and rationale where this may be the case.
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Appendix B: General Requirements for Climate-related Disclosures
This Appendix is an integral part of [draft] IPSASB ED SRS X.

Definitions
B1l. The following terms are used in this [draft] Standard with the meanings specified:

General purpose financial reports {(GPERs) are reports that provide financial and non-financial
information about a reporting entity that is useful to primary users in making decisions and to
enable accountability. General purpose financial reports include—but are not restricted to—an
entity’s general purpose financial statements and climate-related disclosures.

Disclosure is impracticable when an entity cannot apply a requirement after making every
reasonable effort to do so.

In the context of climate-related disclosures, material information is information that, if omitting,
misstating or obscuring it could reasonably be expected to influence the discharge of
accountability by the entity, or the decisions that primary users make on the basis of the entity’s
general purpose financial reports prepared for that reporting period.

Primary users of GPERsqgeneral purpose financial reports (primary user) are existing and potential
service recipients and their representatives and resource providers and their representatives.

Conceptual foundations

B2. For climate-related information to be useful, it must provide information that is relevant, faithfully
represent what it purports to represent, is understandable, timely, comparable and verifiable. These
are qualitative characteristics of information included in GPERsgeneral purpose financial reports.

Fair presentation
B3. Areporting entity shall present fairly:

(@) Its climate-related risks and opportunities that could reasonably be expected to affect
the long-term fiscal sustainability of the entity, and

(b) Where an entity has responsibility for a climate-related public policy programs, the
outcomes that could reasonably be expected as a result of itstheir climate-related public
policy programs (see paragraph 2).

B4. To identify an entity’s climate-related risks and opportunities and, where applicable, ettcemes-frem
climate-related public policy programsprogram outcomes, an entity shall apply paragraphs B.AG1-
B.AG27.

B5. Fair presentation requires disclosure of relevant information about climate-related risks and
opportunities and, where applicable, outeomes-from-climate-related public policy pregramsprogram
outcomes and their faithful representation in accordance with the principles set out in this [draft]
Standard. To achieve faithful representation, an entity shall provide a depiction of those climate-
related risks and opportunities and, where applicable, eutcomes-from-climate-related public policy
programsprogram outcomes that are complete, neutral and free from material error.

B6. Fair presentation also requires an entity:
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(&) To presentinformation in a manner that provides relevant, understandable, timely, comparable,
and verifiable information (see Appendix C: Qualitative Characteristics); and

(b) To disclose additional information as needed to enable primary users of general -purpose
financial reports to sufficiently understand the effects of the entity’s climate-related risks and
opportunities and, where applicable, euicemesfrom—climate-related public policy
pregramsprogram outcomes.

B7. Applying this [draft] Standard, with additional information disclosed when necessary (see paragraph
B6(b)), is presumed to result in climate-related disclosures that achieve fair presentation.

Materiality

B8. An entity shall disclose material information about an entity’s climate-related risks and
opportunities and, where applicable, outcomes from —climate-related public policy
programsprogram outcomes.

B9. In the context of climate-related disclosures, information is material if omitting, misstating or
obscuring it could reasonably be expected to influence the discharge of accountability by the
entity, or the decisions that primary users make on the basis of the entity’s general purpose
financial reports prepared for that reporting period.

B10. To identify and disclose material information, an entity shall apply paragraphs B.AG28-B.AG55.

Reporting entity

B11. An entity’s climate-related disclosures shall be for the same reporting entity as the related financial

statements (see paragraph B.AG56).

Connected information

B12.

B13.
B14.

An entity shall provide information in a manner that enables primary users of climate-related reports
to understand the following types of connections:

(a) The connections between the items to which the information relates —such as
connections between various climate-related risks and opportunities and, where
applicable, outcomes-from-climate-related public policy programsprogram outcomes;
and

(b) The connections between disclosures provided by the entity:

0] Within its climate-related disclosures—such as connections between disclosures
on governance, strategy and risk management and metrics and targets; and

(i)  Across its climate-related disclosures and other general purpose financial reports
published by the entity —such as its related financial statements (see paragraphs
B.AG57-).

An entity shall identify the financial statements to which the climate-related disclosures relate.

Data and assumptions used in preparing the climate-related disclosures shall be consistent—

to the extent possible, considering the requirements of International Public Sector Accounting
Standards|PSAS or other applicable GAAP, with the corresponding data and assumptions

used in preparing the related financial statements (see paragraph ).
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(@) The period covered by the climate-related disclosures;
(b)  The reason for using a longer or shorter period; and

(c) The fact that the amounts disclosed in the climate-related disclosures are not entirely
comparable.

If, after the end of the reporting period but before the date on which the climate-related disclosures
are authorized for issue, an entity receives information about conditions that existed at the end of the
reporting period, it shall update disclosures that relate to those conditions in the light of the new
information.

An entity shall disclose information about transactions, other events and conditions that occur after
the end of the reporting period, but before the date on which the climate-related disclosures are
authorized for issue, if non-disclosure of that information could reasonably be expected to influence
decisions that primary users of general purpose financial reports make on the basis of those reports.

This [draft] Standard does not mandate which entities would be required to provide interim climate-
related disclosures, how frequently, or how soon after the end of an interim period. If an entity is
required or elects to publish interim climate-related financial-disclosures in accordance with IPSASE
SRSthis [draft] Standard, the entity shall apply paragraph .

Comparative information

B32.

B33.

An entity shall disclose comparative information in respect of the preceding period for all
amounts disclosed in the reporting period. If such information would be useful for an
understanding of the climate-related disclosures for the reporting period, the entity shall also
disclose comparative information for narrative and descriptive climate-related information
(see paragraphs B.AG69-).

Amounts reported in climate-related disclosures might relate, for example, to metrics and targets or
to current and anticipated financial effects of climate-related risk and opportunity and, where
applicable, eutcemesfrom-climate-related public policy pregramsprogram outcomes.

Statement of compliance

B34.

B35.

An entity whose climate-related disclosures comply with all the requirements of |PSASE
SRe&this [draft] Standard shall make an explicit and unreserved statement of compliance. An
entity shall not describe climate-related disclosures as complying with the IPSASE-SRSthis
[draft] Standard unless they comply with all the requirements of the IPSASB-SRSthis [draft]
Standard.

This [draft] Standard relieves an entity from disclosing information otherwise required-by-ar-tPSASE
SRS if law or regulation prohibits the entity from disclosing that information (see paragraph B.AG50).
An entity using this exemption is not prevented from asserting compliance with the lPSASB-SRSthis

draft] Standard.

Judgements, uncertainties and errors

Judgements

B36.

An entity shall disclose information to enable primary users of general purpose financial
reports to understand the judgements, apart from those involving estimations of amounts
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(see paragraph B37), that the entity has made in the process of preparing its climate-related
disclosures and that have the most significant effect on the information included in those
disclosures.

(& In the process of preparing climate-related disclosuresinformation, an entity makes various
judgements, apart from those involving estimations, that can significantly affect the information
reported in the entity’s climate-related disclosures. For example, an entity makes judgements
in:

(b) Identifying climate-related risks and opportunities and, where applicable, euicemes—from
climate-related public policy programs outcomes;

(c) Determining which sources of guidance to apply in accordance with paragraphs B16-B20;
(d) Ildentifying material information to include in the climate-related disclosures; and

(e) Assessing whether an event or change in circumstances is significant and requires
reassessment of the scope of all affected climate-related risk and opportunity throughout the
entity’s value chain and, where applicable, euicemes—frem—climate-related public policy
programs_outcomes (see paragraph B.AG27).

Measurement uncertainty

B37.

B38.

B39.

B40.

An entity shall disclose information to enable_primary users of general purpose financial
reports to understand the most significant uncertainties affecting the amounts reported in its
climate-related disclosures.

An entity shall:

(&) Identify the amounts that it has disclosed that are subject to a high level of measurement
uncertainty; and

(b) Inrelation to each amount identified in paragraph , disclose information about:

(i) The sources of measurement uncertainty—for example, the dependence of the
amount on the outcome of a future event, on a measurement technique or on the
availability and quality of data from the entity’s value chain; and

(i) The assumptions, approximations and judgements the entity has made in
measuring the amount.

An_entity shall apply this [draft] Standard in identifying applicable disclosure requirements about
climate-related risks and opportunities and, where applicable, euicomes-from-climate-related public

policy pregrams—an-entity-shall-apply-the IPSASB-SRSprogram outcomes.

When amounts reported in climate-related disclosures cannot be measured directly and can only be
estimated, measurement uncertainty arises. In some cases, an estimate involves assumptions about
possible future events with uncertain outcomes. The use of reasonable estimates is an essential part
of preparing climate-related éiselesuresinformation and does not undermine the usefulness of the
information if the estimates are accurately described and explained. However, high levels of
measurement uncertainty could potentially diminish the reliability of an estimate in providing useful
information! In the context of climate-related disclosures, the incorporation of qualitative information
can also enhance the overall usefulness of the information.
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B41.

B42.

~

a)

b)

~

~—~

c)

—~~

d)

B44.

~
&

~

b)

B45.

B46.
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Appendix B.AG: General Requirements for Climate-related Disclosures —
Application Guidance

This Appendix is an integral part of [draft] IPSASB ED SRS X.

Climate-related risks and opportunities and, where applicable, cutcomes-from-climate-related
public policy pregramsprogram outcomes

B.AGL1.

B.AG2.

@)

(b)

B.AG3. .determining material information for disclosure_:

(8)  Understand its context (paragraphs B.AG4-B.AG15);

(b) Identify climate-related risks and opportunities, and where applicable—eutcomes—from,
climate-related public policy pregramsprogram outcomes (paragraphs B.AG16-B.AG27);
and

(c)  Determine material information for disclosure (paragraphs B.AG28-8 AGS5S).

Understand the entity’s context

B.AG4.

B.AGS5.

B.AG6. Where an entity has public policy programs, its public policy programs directly or indirectly
influence the behaviors and activities of other public sector entities, private sector entities, and/or
individuals. Public policy programs refer to any incentives or obligations for other entities or
individuals, and may include but is not limited to laws, directives, and decrees; regulations and
standards; taxes, charges, subsidies and incentives (see paragraph AG2.4). This does not include
an entity’s internal policies that apply to the entity itself. An entity should consider all aspects of its
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B.AGS.

B.AGS9.

B.AG10.

B.AG11.

B.AG12.
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public policy programs in understanding its own context, including its policy setting responsibilities,
mandate and objectives and the entities or individuals that are within its scope of responsibilities
and are or would be affected by its public policy programs.

An entity’s relationships include upstream suppliers and service providers, and downstream
delivery of services or goods to beneficiaries, or other entities or individuals that are or would be
affected by its public policy programs. For example:

(@) A public hospital’s relationships may include upstream suppliers of medical equipment and
emergency vehicles as well as downstream patients receiving services;

(b)  Aregulator’s relationships may include legislative bodies that approve policies and public
or private corporations that are required to implement and adopt the regulator’s policies;

(c)  Ataxation authority’s relationships may include legislative bodies and private corporations
and individuals that are required to pay taxes.

Public sector value chains are based on public value creation, rather than profit oriented, through
providing essential services to improve service recipients’ quality of life and fostering trust in the
jurisdiction. Public sector entities serve the public interest and have a wide-ranging set of
stakeholders, including primary users. Value chains for an entity are often complex, involving
relationships and interactions with multiple stakeholders, including citizens, other public sector
agencies, private corporations and nonprofit institutions.

Climate-related

An understanding of these stakeholders supports identification of climate-related risks and
opportunities and outcomes as a result of climate-related public policy programs. This may result
in a broad set of climate-related risks and opportunities and eutcemes-frem-climate-related public
policy pregramsprogram outcomes, as engagement may be with a broader group than primary
users of general purpose financial reports. However, this information will support the ultimate
determination of material information that meets the needs of primary users for decision-making
and accountability purposes.

This is consistent with the guidance in the IPSASB Conceptual Framework for General Purpose
Financial Reporting by Public Sector Entities (referred to as “Conceptual Framework”) in relation
to GPERsgeneral purpose financial reports, that acknowledges that while usersthose other than
the primary users may find the information provided by GPERsgeneral purpose financial reports
useful, GPERsgeneral purpose financial reports are not developed to specifically respond to their
information needs.

Climate-related
©) —

(b)
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B.AG13. An entity shall understand its role, objectives and how it contributes to deliver on climate change
commitments, including the latest international agreements on climate change and related
regional, national or subnational transition and adaptation plans. For example, an energy regulator
whose objective is to ensure safe and efficient delivery of energy to its jurisdiction will contribute
to climate change commitments by setting policies that support resource development of lower-
emitting energy sources. In addition, the energy regulator would also identify climate-related risks
and opportunities such as emissions from its operations or physical risks to facilities located near
areas with increasing frequency of severe wildfires.

B.AG14. If certain processes or assessments have been performed by higher levels of government relating
to these commitments, such as processes to engage relevant stakeholders, established national
risk registers or climate-related scenario analysis, an entity may consider the applicability of these
to the entity’s own circumstances and may avoid duplication of efforts to the extent applicable.

B.AG15.

Identify climate-related risks and opportunities and, where applicable, eutcomes-froem-climate-
related public policy pregrams-program outcomes

Engagement with stakeholders to identify Outcemesfrom-climate-related public policy pregramsprogram
outcomes

B.AG16. Public sector entities regularly engage with stakeholders on various issues.

B.AG17.
across jurisdictions

B.AG18.

Peer Hrdustry-disclosures

B.AG19. Entities are encouraged to consider the applicability of climate-related risks and opportunities and,
where applicable, eutcomes—from-climate-related public policy pregramsprogram outcomes that
are common to other entities with similar operations, function of government, and/or geographic
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location as such disclosures may be expected by primary users of general purpose financial
reports and may inform an entity’s materiality judgements.

Reasonable and supportable information

B.AG20.

B.AG21.

B.AG22.

(a)  The entity's risk management processes;

(b)  Peer group experience; and

(c)  External ratings, reports and statistics.
B.AG23.

B.AG24.

B.AG25. In some cases, an entity may leverage another entity’s processes, such as a national risk register
or climate-related scenario analysis performed by centralized public sector entities in its
jurisdiction. The entity shall consider the applicability of the other entity’s processes and findings
and where applicable, cross-reference to the other entity’s reports and consider whether additional
entity-specific information is required for primary users’ decision-making and accountability needs.

Reassessment of the scope of climate-related risks and opportunities and, where applicable, eutcomes
from-climate-related public policy programsprogram outcomes

B.AG26.
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At a minimum, an entity shall reassess the scope of all affected climate-related risks and
opportunities throughout its value chain and, where applicable, euicemes frem-climate-related
public policy programs—througheutits—value—chainprogram outcomes on the occurrence of a
significant event or significant change in circumstances. A significant event or significant change
in circumstances can occur without the entity being involved in that event or change in
circumstances or as a result of a change in what the entity assesses to be important to primary
users of general -purpose financial reports. For example, such significant events or significant
changes in circumstances might include:

(@) A significant change in the entity’s operations model, activities or structure (for example,
changes in structure or climate-related policy programs following a change in political
leadership);

(b)  Asignificant change in exposure to climate-related risks and opportunities (for example, an
increase in frequency or severity of extreme weather events in the entity’s jurisdiction that
increases risks to the entity); and

(c)  Asignificant change in the entity’s value chain (for example, a supplier in the entity’s value
chain makes a change that significantly alters the supplier’s greenhouse gas emissions).

Materiality (see paragraphs B8—B10)

B.AG28.

B.AG29.

B.AG30.

B.AG31.

B.AG32.

Primary users of public sector general purpose financial reports include service recipients and
their representatives, such as legislature or members of parliament who act as representatives of
citizens, eligible residents and taxpayers, and resource providers and their representatives, such
as multilateral or bilateral donor agencies and lenders and corporations that provide resources to,
and transact with, government.

Information is material if omitting, misstating or obscuring it could influence the discharge of
accountability by the entity, or the decisions that primary users make on the basis of the entity’s
general purpose financial reports prepared for that reporting period.

Assessing whether information could reasonably be expected to influence decisions made by
primary users requires an entity to consider the characteristics of theseprimary users while also
considering the entity’s own circumstances.

Service recipients and resource providers require climate-related information for accountability
purposes that contributes to and informs decision-making. Climate-related information needs for
accountability and decision-making may be different for different users. For example, a service
recipient may look for information on the entity’s climate resilience and ability to deliver its service
objectives considering climate-related physical risks to inform how they vote or where they choose
to live; while a central government may look for the entity’'s effective implementation of
pelieiespublic policy programs and contribution to national transition and adaptation plans to
inform its policy setting strategies and/or allocation of resources.

Climate-related disclosures are prepared for primary users who have a reasonable knowledge of
public sector programs and operations and who review and analyze the information diligently. At
times, even well-informed and diligent primary users may need the aid of an adviser to understand
climate-related information.
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Individual primary users may have different, and sometimes even conflicting, information needs
and desires. Information needs of primary users may also evolve over time. Climate-related
disclosures are intended to meet common information needs of primary users.

Identifying material information

B.AG34.

B.AG35.

B.AG36.

B.AG37.

B.AG38.

Materiality depends on both qualitative and quantitative information judged in the circumstances
of each entity during the reporting period and in the future. Consequently, it is not possible to
specify a uniform characteristic or set of characteristics at which a particular type of information
becomes material.

To identify material information about a climate-related risk or opportunity, or, where applicable, a
climate-related policy outcome, an entity shall apply, as the starting point, the requirements of this
[draft] Standard.

An entity shall assess whether the information identified in applying this [draft] Standard, either
individually or in combination with other information, is material in the context of the entity’s
climate-related disclosures taken as a whole. In assessing whether information is material, an
entity shall consider both quantitative and qualitative factors. For example, an entity might consider
the magnitude and the nature of the effect of a climate-related risk or opportunity or, where
applicable, the magnitude and nature of a climate-related policy outcome.

An entity need not disclose information otherwise required by the [draft] Standard if the information
is not material. This is the case even if the [draft] Standard contains a list of specific requirements.

Though materiality judgements are specific to an entity, entities are encouraged to consider the
applicability of disclosures provided by peers. For example, if an entity is not exposed to a risk to
which other peer entities are exposed, the lack of exposure to that particular risk could also be
material information where an entity may be expected to incur that risk.

Qualitative judgements in materiality

B.AG39.

B.AG40.

An entity generally assesses whether information is quantitatively material by considering the
magnitude, such as the amount and size, of the transaction against measures of the entity’s
financial position, financial performance and cash flows. For example, the anticipated expenses
to develop green infrastructure may be of such a size it could reasonably be expected to influence
decisions that primary users make on the basis of that information.

However, an item of information could reasonably be expected to influence primary users’
decisions and assessment of accountability regardless of magnitude or size compared against the
entity’s financial position, financial performance and cash flows. For example:

(@) How grave or difficult it is to remediate greenhouse gas (GHG}-emissions may influence an
entity’s primary users’ decisions regardless of the size of those emissions;

(b)  The lack of processes, such as the lack of climate-related reporting processes, erlack-of

climate-related-public-peliey-pregrams-could be material information;

(c)  The number of individuals affected by climate-related public policy programs may be of such
magnitude that it could reasonably be expected to influence decisions of primary users; and
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B.AGA43.

B.AG44.

B.AG45.

B.AG46.

B.AGA47.

IPSASB Meeting (September 2024) Agenda Item 5.3.2

(d)  The range of estimates and the number of assumptions required to estimate the financial
effects of a climate-related opportunity could influence how useful the information may be
to meet primary users’ accountability and decision-making needs.

Information about a single climate-related risk or opportunity or, where applicable, eutcomes-from
climate-related public policy programs_outcome, may not be material on an individual basis, but
similar climate-related risks or opportunities or, where applicable, eutcomes-from-climate-related
public policy pregrams-program outcomes may be material when taken in aggregate. For example,
an entity might be exposed to several climate-related risks, each of which could cause the same
type of disruption (such as disruptions to the entity’s supply chain). Information about an individual
source of risk might not be material if disruption from that source is highly unlikely to occur.
However, information about the aggregate risk—the risk of supply chain disruption from all
sources—might be material.

With regards to potential future climate-related risks and opportunities and, where applicable,
outcomes-from-climate-related public policy pregramsprogram outcomes, an entity may assess
whether information is qualitatively material by considering the likelihood of the potential climate-
related risk or opportunity or climate-related policy outcome. For example:

Information about a possible future event is more likely to be judged as being material if the
potential effects are significant and the event is likely to occur;

If a possible future event is expected to affect an entity or society, but only many years in the
future, information about that event is usually less likely to be judged material than information
about a possible future event with similar effects that are expected to occur sooner; and

Whether a climate-related opportunity is currently being pursued as part of its approved strategy,
as opposed to a general opportunity for the entity, may affect how useful the information is to the
user for decision-making purposes.

In some circumstances, an item of information could reasonably be expected to influence primary
users’ decisions regardless of the magnitude of the potential effects of the future event or the
timing of that event. For example, this might happen if information about a particular risk or
opportunity is highly scrutinized by primary users of an entity’s general purpose financial reports.

An entity must consider the context in which it operates when making materiality judgements, and
in respect of prospective information, the preparer’s knowledge and expectations about the future,
including the range of possible outcomes and the likelihood within that range and all pertinent facts
and circumstances. An entity shall also consider whether information about low-probability and
high-severity outcomes might be material either individually or in combination with information
about other low-probability and high-severity outcomes.

Interaction with law or regulation

B.AG48.

B.AG49.

Law or regulation might specify requirements for an entity to disclose climate-related information
in its general purpose financial reports. In such circumstances, the entity is permitted to include in
its climate-related disclosures information to meet legal or regulatory requirements, even if that
information is not material. However, in-this-—case,—such immaterial-information shall not be

presented-in-a-way-that-ebsecuresobscure material information.

An entity shall disclose material climate-related-finansial information, even if law or regulation
permits the entity not to disclose such information.
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B.AG50. An entity need not disclose information otherwise required by this [draft] Standard if law or
regulation prohibits the entity from disclosing that information. If an entity omits material
information for that reason, it shall identify the type of information not disclosed and explain the
source of the restriction to the extent allowed by law and regulation.

Reporting material information

B.AG51. An entity should report information in a concise way and aggregate information where useful
without omitting necessary details. An entity should consider the appropriate level of aggregation
or disaggregation, for example, by geographical location, by nature or by function, in light of all
relevant facts and circumstances.

B.AG52. An entity should not obscure material information. Information is obscured if it is communicated in
a way that would have a similar effect for primary users to omitting or misstating that information.
Examples of circumstances that might result in material information being obscured include:

(@) Material information is not clearly distinguished from additional information that is not
material;

(b)  Material information is disclosed in the climate-related disclosures, but the language used
is vague or unclear;

(c) Material information about a climate-related risk or opportunity or climate-related public
policy program outcome is unreasonably scattered throughout the climate-related
disclosures;

(d)  Iltems of information that are dissimilar are inappropriately aggregated;
(e) ltems of information that are similar are inappropriately disaggregated; and

) The understandability of the climate-related disclosures is reduced as a result of material
information being hidden by immaterial information to the extent that a primary user is
unable to determine what information is material.

B.AG53. An entity shall reassess its materiality judgements at each reporting date to take account of
changed circumstances and assumptions. Because of changes in the entity’s individual
circumstances, or in the external environment, some types of information included in an entity’s
climate-related disclosures for prior periods might no longer be material. Conversely, some types
of information not previously disclosed might become material.

Aggregation and disaggregation

B.AG54. When an entity applies this [draft] Standard, it shall consider all facts and circumstances and
decide how to aggregate and disaggregate information in its climate-related disclosures. The entity
shall not reduce the understandability of its climate-related disclosures by obscuring material
information with immaterial information or by aggregating material items of information that are
dissimilar to each other.

B.AG55. An entity shall not aggregate information if doing so would obscure information that is material.
Information shall be aggregated if items of information have shared characteristics and shall not
be aggregated if they do not have shared characteristics. The entity might need to disaggregate
information about climate-related risks and opportunities and euicemes from-climate-related public
policy pregramsprogram outcomes, for example, by geographical location.
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Reporting entity and connected information (see paragraphs B12-B15)

- -B.AG56.

- -B.AG57.

©

B-AG60.-B.AG59.

(a)
or climate-related public policy program outcome

(b)
(©

(d)
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governance for each climate-related risk and opportunity and eutcemes-frem-climate-related
public policy pregramsprogram outcomes.

B-AG61.B.AGH60. Drawing connections between disclosures involves, but is not limited to, providing
necessary explanations and cross-references and using consistent data, assumptions, and units
of measure. In providing connected information, an entity shall:

(a) Explain connections between disclosures in a clear and concise manner; and
(b) Disclose information about significant differences between the data and assumptions used
in preparing the entity’s climate-related disclosures and the data and assumptions used in
preparing the related financial statements.
B-AG62.B.AG61. For example, in providing connected information an entity might need to explain

the effect or likely effect of its strategy on its financial statements and financial planning, or explain
how that strategy relates to the metrics the entity uses to measure progress against targets.
Another entity might need to explain how its use of natural resources or changes within its value
chain could amplify or, in contrast, reduce its climate-related risks and opportunities. The entity
might need to link the information about its use of natural resources or changes within its value
chain to information about current or anticipated financial effects, its strategic response to mitigate
those risks and its related investment in new assets. The entity might need to link narrative
information to the related metrics and targets and to information in the related financial statements.

B-AG63-B.AG62. Other examples of connected information include:

(@)

(b)

An explanation of the combined effects of the entity’s climate-related risks and opportunities
and its strategy on its long-term fiscal sustainability over the short, medium and long term.
For example, an entity might face social pressure and increasing demand for lower-carbon
alternatives. The entity might need to explain how its strategic response, such as
transitioning to electric buses affects the useful lives of its assets and on impairment
assessments.

A description of the alternatives that an entity evaluated in setting its strategy in response
to its climate-related risks and opportunities and euicomes from-climate-related public policy
pregramsprogram outcomes, including a description of the trade-offs between those
climate-related risks and opportunities and euicemesfrom-climate-related public policy
pregrams—program outcomes that the entity considered (see paragraph AG2.1(a)). For
example, an entity might need to explain the potential effects of its policies to support
transition to renewable energy in response to climate-related risks on local communities.

General requirements

Sources of quidance (see paragraphs B16-B21)

B-AG64-B.AG63. An entity may—to the extent that these sources assist the entity in meeting the
objective of this [draft] Standard (see paragraphs 1-2) and do not conflict with IPSASB-SRSthis
[draft] Standard—refer to and consider the applicability of sources such as:

(@)
(b)
(©)

IFRS Sustainability Disclosure Standards;
The Global Reporting Initiative Standards;
UN System of Environmental Economic Accounting (UN SEEA); and
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(d)

B-AG70-B.AG69.
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B-AG73.B.AG72.
@)

B-AG76-B.AG75.

B-AG7#B.AGT76.

B-AG78.B.AGT77.

B-AG79.B.AG78.

(2)  The nature of the prior period error;
(b)  The correction, to the extent practicable, for each prior period disclosed; and
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Appendix C: Qualitative Characteristics

This Appendix is an integral part of [draft] IPSASB ED SRS X.

Introduction

C1.

c2.

Cs.

The Conceptual Framework fe#@ene#al—pwpese—ﬁﬂane@—Repemng—b%Pubhc—Seete#Enmes

QQSASB)—H—deseHbesestabllshes the object|ve ef—and th&concepts that apply—t& nderpin general
purpose financial reportlng by publlc sector ent|t|es @n&m*@es&ef—th&@eneeptual—.c—mmeweﬂﬁs—te

Climate-related disclosures are part of general purpose financial reports. The qualitative
characteristics in the Conceptual Framework, therefore, apply to climate-related information.
However, the nature of some of the information required to meet the objective of this [draft] Standard
(see paragraphs 1-2) differs in some respects from the information provided in financial statements.

Climate-related information is useful if it has the qualitative characteristics of relevance, faithful
representation, understandability, timeliness, comparability and verifiability.

Qualitative characteristics of useful climate-related information

Relevance

CA4.

Cs.

C6.

C7.

Climate-related information is relevant if it is capable of making a difference in achieving the reporting
objectives of reperting;-thatisfer-accountability and decision-making-purpeses. Information may be
capable of making a difference, and thus be relevant, even if some primary users choose not to take
advantage of it or are already aware of it from other sources. It is capable of making a difference in
decisions or evaluation of accountability by primary users if it has confirmatory value, predictive value,
or both.

Climate-related information has confirmatory value if it confirms or changes past (or present)
expectations.

Climate-related information has predictive value in helping form expectations about the future.
Climate-related information need not be a prediction or forecast to have predictive value. For
example, information about water quality, which can include information about the water being
polluted, could inform the expectations of primary users about the ability of an entity to meet local
water-quality requirements. Climate-related information with predictive value is employed by primary
users in making their own predictions.

The confirmatory and predictive roles of information are interrelated—for example, information for the
current year about greenhouse gas emissions, which can be used as the basis for predicting
greenhouse gas emissions in future years, can also be compared with predictions about greenhouse
gas emissions for the current year that were made in past years. The results of those comparisons
can help a user to correct and improve the processes that were used to make those previous
predictions.
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Faithful representation

Cs.

Co.

C1o0.

C11.

C12.

C13.

C14.

C15.

Cle6.

To be useful, climate-related information must faithfully represent the substance of the phenomena
that it purports to represent. To be a faithful representation, a depiction would be complete, neutral
and free from material error.

In practice, it may not be possible to know or confirm whether information presented is complete,
neutral, and free from material error. However, information should be as complete, neutral, and free
from error as is possible.

An omission of some information can cause the representation of a phenomenon to be false or
misleading, and thus not useful to primary users. A complete depiction of a climate-related risk or
opportunity, or outcome from climate-related public policy astivityprogram includes all material
information necessary for primary users to understand that risk, opportunity or outcome.

Neutrality in reporting is the absence of bias. It means that the selection and presentation of climate-
related information is not made with the intention of attaining a particular predetermined result—for
example, to influence in a particular way primary users’ assessment of the discharge of accountability
by the entity or a decision or judgment that is to be made, or to induce particular behavior.

Neutral information faithfully represents the phenomena that it purports to represent. However, to
require information included in GRFRsgeneral purpose financial reports to be neutral does not mean
that it is not without purpose or that it will not influence behavior. Relevance is a qualitative
characteristic and, by definition, relevant information is capable of influencing primary users’
assessments and decisions. Some climate-related information—for example, targets or plans—is
aspirational. A neutral discussion of such matters covers both aspirations and the factors that could
prevent an entity from achieving these aspirations.

Neutrality is supported by the exercise of prudence. Prudence is the exercise of caution when making
judgements under conditions of uncertainty. The exercise of prudence means that positive outcomes
or opportunities are not overstated and negative outcomes or risks are not understated. Equally, the
exercise of prudence does not allow for the understatement of positive efécis; outcomes or
opportunities or the overstatement of hegative effects; outcomes or risks.

The exercise of prudence does not imply a need for asymmetry; for example, a systematic need for
more persuasive evidence to support disclosure of climate-related risks than opportunities. Particular
standards may contain asymmetric requirements where there is a consequence of decisions intended
to select the most relevant information that faithfully represents what it purports to represent.

The phenomena represented in GRPFRsgeneral purpose financial reports generally occur under
conditions of uncertainty. Information included in GPERsgeneral purpose financial reports will
therefore often include estimates that incorporate management’s judgment. To faithfully represent
phenomenon, an estimate must be based on appropriate inputs, and each input must reflect the best
available information. Caution will need to be exercised when dealing with uncertainty. It may
sometimes be necessary to explicitly disclose the degree of uncertainty in climate-related information
to faithfully represent the phenomena.

Free from material error does not mean complete accuracy in all respects. Free from material error
means there are no errors or omissions that are individually or collectively material in the description
of the phenomenon, and the process used to produce the reported information has been applied as
described. In some cases, it may be possible to determine the accuracy of some information —for
example, the governance and impact and risk management practices of the entity. However, in other
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cases it may not—for example, the accuracy of an estimate of Scope 3 greenhouse gas emissions.
In these cases, the estimate will be free from material error if the amount is clearly described as an
estimate, the nature and limitations of the estimation process are explained, and no material errors
have been identified in selecting and applying an appropriate process for developing the estimate.

Understandability

C17.

C1s.

C19.

C20.

C21.

C22.

Cc23.

C24.

Climate-related information shall be clear and concise. For climate-related disclosures to be concise,
they need:

(a) To avoid generic information, sometimes called ‘beilerplate’"boilerplate”, that is not specific to the
entity;

(b) To avoid duplication of information in the general purpose financial reports, including unnecessary
duplication of information also provided in the related financial statements; and

(c) To use clear language and clearly structured sentences and paragraphs.

The clearest form a disclosure can take will depend on the nature of the information and might include
tables, graphs or diagrams in addition to narrative text. If graphs or diagrams are used, additional
text or tables might be necessary to avoid obscuring material detail.

Clarity might be enhanced by distinguishing information about developments in the reporting period
from ‘standing’ information that remains unchanged, or changes little, from one period to the next—
for example, by separately describing features of an entity’s climate-related governance and risk
management processes that have changed since the previous reporting period.

Disclosures are concise if they include only material information. Any immaterial information included
shall be provided in a way that avoids obscuring material information.

Some climate-related information may be particularly complex and might be difficult to present in a
manner that is easy to understand. All efforts should be undertaken to represent the information in a
manner that is understandable to a wide range of primary users. However, information should not be
excluded from climate-related disclosures solely because it may be too complex or difficult for some
primary users to understand without assistance.

Understandability is enhanced when information is classified, characterized, and presented clearly
and concisely. Comparability also can enhance understandability. The completeness, clarity and
comparability of climate-related information all rely on information being presented as a coherent
whole. For climate-related information to be coherent, it shall be presented in a way that explains the
context and the connections between the related items of information.

If climate-related information located in one part of an entity’s general purpose financial reports have
implications for information disclosed in other parts, the entity shall include the information necessary
for primary users to assess those implications.

Coherence also requires an entity to provide information in a way that allows primary users to relate
information about its climate-related risks and opportunities and, whereewhere applicable, euicomes
frem-climate-related public policy pregramsprogram outcomes to information in the entity’s financial
statements.
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Timeliness

C25.

Timeliness means having information available for primary users before it loses its capacity to be
useful for accountability and decision-making purposes. Having relevant information available sooner
can enhance its usefulness as input to assessments of accountability and its capacity to inform and
influence decisions that need to be made. A lack of timeliness can render information less useful.

Comparability

C26.

Cc27.

C28.

Comparability is the quality of information that enables _primary users to identify similarities in, and
differences between, two sets of phenomena. Comparability is not a quality of an individual item of
information, but rather a quality of the relationship between two or more items of information.

Comparability differs from consistency. Consistency refers to the use of the same approaches and
basis of preparation of sustainability-related information, either from period to period within an entity
or in a single period across more than one entity. Comparability is the goal, and consistency helps in
achieving that goal. In some cases, the approaches or methodologies adopted by an entity may be
revised to better represent particular climate-related information. In these cases, the inclusion of
additional disclosures or explanation may be necessary to satisfy the characteristics of comparability.

Comparability also differs from uniformity. For information to be comparable, like things must look
alike and different things must look different. An over-emphasis on uniformity may reduce
comparability by making unlike things look alike. Comparability of climate-related information is not
enhanced by making unlike things look alike, any more than it is by making like things look different.

Verifiability

C29.

C30.

C31.

Verifiability is the quality of information that helps to give primary users confidence that information
faithfully represents the phenomena that it purports to represent. The characteristic implies that
different knowledgeable and independent observers could reach general consensus, although not
necessarily complete agreement, that either:

(a) The information represents the phenomena that it purports to represent without material error or
bias; or
(b) An appropriate recognition, measurement, or representation method has been applied without

material error or bias.

To be verifiable, information need not be a single point estimate. A range of possible amounts and
the related probabilities also can be verified.

The quality of verifiability is not an absolute—some information may be more or less capable of
verification than other information. However, the more verifiable the information is, the more it will
helps to give primary users confidence that the information faithfully represents the phenomena that
it purports to represent. Climate-related information can be more verifiable by, for example:

(a) Including information that can be corroborated by comparing it with other information available to
primary users about an entity’s operations, about other entities with similar activities or operations,
or about the external environment in which the entity operates;

(b) Providing information about inputs and methods of calculation used to produce estimates or
approximations; and
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(c) Providing information reviewed and agreed by the entity’s governing bodies, committees or
equivalent.

Some climate-related information may include financial and other quantitative information and
explanations about the anticipated future effects or outcomes, or prospective financial and non-
financial information. It may not be possible to verify the accuracy of all quantitative representations
and explanations of such information until a future period, if at all.

To help give confidence to primary users that prospective financial and non-financial information and
explanations faithfully represents the phenomena that they purport to represent, the assumptions that
underlie the information disclosed, the methodologies adopted in compiling that information, and the
factors and circumstances that support any opinions expressed or disclosures made should be
transparent. This will enable_primary users to form judgments about the appropriateness of those
assumptions and the method of compilation, measurement, representation and interpretation of the
information.

Constraints on_climate-related information included in general purpose financial reports

Materiality

C34.

C35.

C36.

Information is material if omitting, misstating or obscuring it could reasonably be expected to influence
the discharge of accountability by the entity, or the decisions that primary users make on the basis of
the entity’s general purpose financial reports prepared for that reporting period. Materiality depends
on both the nature and magnitude of the item judged in the particular circumstances of each entity.

Assessments of materiality will be made in the context of the legislative, institutional and operating
environment within which the entity operates and, in respect of prospective financial and non-financial
information, the preparer’s knowledge and expectations about the future. Disclosure of information
about compliance or non-compliance with legislation, regulation or other authority may be material
because of its nature—irrespective of the magnitude of any amounts involved. In determining whether
an item is material in these circumstances, consideration will be given to such matters as the nature,
legality, sensitivity and consequences of past or anticipated transactions and events, the parties
involved in any such transactions and the circumstances giving rise to them.

Materiality is classified as a constraint on information included in GPERsgeneral purpose financial
reports in the IPSASB-Conceptual Framework. In developing the [draft] Standard, the IPSASB has
considered the materiality of the consequences of disclosure requirements of a particular item or type
of information. Subject to the requirements of the [draft] Standard, entities preparing climate-related
diselesuresinformation will also consider the materiality of the separate disclosure of particular items
of information.

Cost-benefit

C37.

C38.

Reporting climate-related information imposes costs. The benefits of reporting should justify those
costs. Assessing whether the benefits of providing information justify the related costs is often a
matter of judgment, because it is often not possible to identify and/or quantify all the costs and all the
benefits of information included in GPERsgeneral purpose financial reports.

The costs of providing information include the costs of collecting and processing the information, the
costs of verifying it and/or presenting the assumptions and methodologies that support it, and the
costs of disseminating it. Primary users incur the costs of analysis and interpretation. Omission of
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useful information also imposes costs, including the costs that primary users incur to obtain needed
information from other sources and the costs that result from making decisions using incomplete data
provided by GPERsgeneral purpose financial reports.

Preparers expend the majority of the effort to provide climate-related information. However, service
recipients and resource providers ultimately bear the cost of those efforts—because resources are
redirected from service delivery activities to preparation of information for inclusion in GPERsgeneral
purpose financial reports.

Primary users reap the majority of benefits from the climate-related information. However, climate-
related information may also be used internally by management and result in better decision-making
by management. The disclosure of climate-related information consistent with this [draft] Standard
will enhance and reinforce perceptions of the transparency of climate reporting by governments and
other public sector entities and may contribute to the more accurate pricing of public sector debt.
Therefore, public sector entities may also benefit in a number of ways from climate reporting.

Application of the cost-benefit constraint involves assessing whether the benefits of reporting
information are likely to justify the costs incurred to provide and use the information. When making
this assessment, it is necessary to consider whether one or more qualitative characteristic might be
sacrificed to some degree to reduce cost.

In developing this [draft] Standard, the IPSASB considers information from preparers, primary users,
academics, and others about the expected nature and quantity of the benefits and costs of the
proposed requirements. Disclosure requirements which result in the presentation of climate-related
information useful to_primary users for accountability and decision-making purposes and satisfy the
qualitative characteristics are prescribed by this [draft] Standard when the benefits of compliance
with those disclosures requirements are assessed by the IPSASB to justify their costs.

Balance between the qualitative characteristics

C43.

C44.

The qualitative characteristics work together to contribute to the usefulness of information. For
example, neither a depiction that faithfully represents an irrelevant phenomenon, nor a depiction that
unfaithfully represents a relevant phenomenon, results in useful information. Similarly, to be relevant,
information must be timely and understandable.

In some cases, a balancing or trade-off between qualitative characteristics may be necessary to
achieve the objectives of climate-related reporting. The relative importance of the qualitative
characteristics in each situation is a matter of professional judgment. The aim is to achieve an
appropriate balance among the characteristics in order to meet the objectives of climate reporting.
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Basis for Conclusions

This Basis for Conclusions accompanies, but is not part of, [draft] IPSASB ED SRS X.

Introduction

BC1.

BC2.

BC3.

IPSASB SRS ED, X Climate-related Disclosures is based on proposals set out in the Consultation
Paper (CP), Advancing Public Sector Sustainability Reporting published in May 2021. Respondents
strongly supported the proposals in the CP, including the need for public sector specific
sustainability reporting standards, and that climate-related disclosures should be prioritized as the
most urgent topic.

Consistent with IPSAS, IPSASB-SRS-standards-arethis [draft] Standard is designed to apply to
public sector entities that meet all the following 3 criteria:

(a) Are responsible for the delivery of services to benefit the public and/or to redistribute income
and wealth;

0] Services encompasses goods, services and policy advice, including to other public
sector entities.

(b) Mainly finance their activities, directly or indirectly, by means of taxes and/or transfers from
other levels of government, social contributions, debt or fees; and

(c) Do not have the primary objective to make profits:;

Paragraph-1-8Adoption of this [draft] Standard does not require adoption of IPSAS; entities may
choose to adopt either standard without the 1RPSASBrequirement to adopt the other.

Consistent with the Conceptual Framework-prevides, this [draft] Standard applies to a wide range
of examples-ef-public sector entities-fer-which-the-standards-are-designed, including:

(&) National, regional, state/provincial and local governments;

(b) Government ministries, departments, programs, boards, commissions, agencies;
(c) Public sector social security funds, trusts and statutory authorities; and

(d) International governmental organizations.

Public sector approach

BC4.

BCS.

BC6.

General purpose financial reports of public sector entities are developed primarily to respond to the
information needs of service recipients and resource providers who do not possess the authority to
require a public sector entity to disclose the information they need for accountability and decision-
making purposes.

Consistent-withDrawing on the-tRSASB Conceptual Framework, the IPSASB agreed that service
recipients and resource providers are the primary users of climate-related disclosures. This
includes citizens, taxpayers, multilateral or bilateral donor agencies, and lenders that provide
resources, such as investors. In addition, representatives of these groups such as the legislature
(or a similar body), members of parliament (or a similar representative body) are also the primary
users of climate-related disclosures.

The primary usergreupsusers for public sector reports are therefore broader than for private sector
reports, where the primary users are existing and potential investors. Based on the1PSASB’s
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experience in setting lnternationalPublic—Sector-Accounting—Standardsthe IPSAS, while the

information needs of non-investor public sector primary users may align with those of investors in
many cases - information needs generally differ where there are transactions unique to the public
sector. In the case of sustainability reports, primary user needs are-likely-towill extend beyond the
financial effects of climate-related risks and opportunities for an entity’s own operations.

The majority of CP respondents supported the approach of leveraging private sector guidance to
the extent appropriate, starting with the IFRS Sustainability Disclosure Standards, while also
considering the multistakeholder approach from the GRI Standards.

Therefore, the IPSASB-SRS-EB-Xthis [draft] Standard has been developed usingreflecting the
following primary sources:

y y ingThe CP and
feedback from constituents that drive the principles and needs for public sector sustainability
reporting;

(b) IPSASB literature, including the IRPSASB-Conceptual Framework—(CF} which addresses
general purpose financial reports and non-financial information, provides key public sector
concepts (e.g. defines primary users, clarifies the objective of reporting, which is to facilitate
decision-making and accountability, defines reporting entity and qualitative characteristics of
reporting) and IPSASB’s non-mandatory Recommended Practice Guidelines (RRGs):RPG);
and

{e}—International standards:

{eé)(c) , primarily building on the ISSB Sustainability Disclosure Standards using IPSASB’s
existing process for Reviewing and Adapting IASB Documents:and.

i i dance.

During the development of this [draft] Standard, the IPSASB considered the challenges to
developing public sector-specific sustainability reporting standards, specifically:

(&) The need for public sector specific guidance, given the diversity of services and reporting
contexts across different levels of public sector entities;

(b) The need for alignment with private sector guidance where possible and appropriate, given

the importance of interoperability due to-{i}-the-interconnectivity-of value-chains-across-public

() The interconnectivity of value chains across public and private sector reporting;

(i) The significance of sovereign bonds in the global bond market, where investors — one of
the primary users of public sector sustainability reporting, provide resources for public
sector entities; and

(i) The growing use of blended finance in addressing climate challenges; and

(c) The urgent need for a climate-related disclosure standardsstandard, given the urgency of
addressing elimate—changelong-term shifts in temperature and weather patterns, and the
importance of the public sector-action in driving widespread change-to-address-thisaction.
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Given the urgent need for a climate-related reporting standard, the IPSASB considered the extent
to which it could leverage private sector guidance, bearing—in—mindrecognizing the potential
similarities between the public and private sectors.

The IPSASB decided that guidance aligned with IFRS S1 — General Requirements for Disclosure
of Sustainability-related Financial Information (IFRS S1) and IFRS S2 sheuld-alse— Climate-related
Disclosures (IFRS S2) would meet the core information needs of primary users of public sector
climate-related disclosures, and would provide information regarding the entity’s long term fiscal
sustainability and its own operations, including efficient delivery of services, that would enable
better decision-making and accountability.

Therefore, the IPSASB prioritized aligning with the IFRS S1 and IFRS S2 private sector guidance
to ensure consistency and interoperability between private and public sector reporting-, while
considering the additional information needs of primary users of public sector climate-related
disclosures. This alignment is reflected both in the core text and application guidance — where
private sector guidance and definitions have been drawn on as directly as possible to meet the
objectives of public sector reporting, using IPSASB’s Process for Reviewing and Adapting IASB
Documents.

Addressing the public sector policy and regulatory role

BC13.

BC14.

BC15.

As a result of their sovereign powers, governments and other public sector entities have the ability
to regulate the activities of other entities, including other public sector entities, private sector entities
and/or individuals, either directly or through specifically created agencies. The underlying rationale
for such regulation is to safeguard public interest in accordance with specified public policy
objectives, such as combatting climate change. Therefore, the IPSASB decided that the policy and
regulatory role of public sector entities is a key characteristic that requires public sector-specific
disclosures.

Given the potential breadth of public sector entities’ mandates, the volume of public seetor
peoliciespolicy programs, and the need to balance practical implementation and cost-benefit
challenges, the IPSASB decided that the scope of disclosures for public policy programs-where
diselesure-was required under this [draft] Standard should be limited to programs with a primary
objective to achieve climate-related outcomes-impacting-climate.

The IPSASB acknowledged that many peliciespublic policy programs can have such outcomes that
affect climate, whether positively or negatively, and that multiple peliciesandpublic policy programs
may be needed and must interact to collectively address the issues of climate change. For example,
the effectiveness of a public policy program to reduce emissions in an energy sector has-teshould

be in the context of/in combination with the existing regulations and market structures.
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BC17BC16.  -Further, the IPSASB considered it would be onerous to require diselosuredisclosures for
both direct and indirect outcomes of all public policy programs of the public sector.
Fhereforelnstead, the IRSASB-decided-that thefocus-of the-[draft] Standard requirements-be-on
theserequires entities to disclose, where applicable, public policy programs with a primary objective
to achieve climate- related outcomes—mqpaenng Regortmg chmate—te—held—pubh&seetepe%nes

-related information

at an entity level—Fhe—reporting—entity— provides more granular information, enhances data

availability, improves entity-level information—could—then—provide—more—detailed—and-—accurate
information—to—suppert—and—enhaneceaccountability, and strengthens broader climate-related

reporting, such as at the whole-of-government or jurisdictional level.

BC18.BC17. The IPSASB instead decided that entities may provide disclosures eutlined-in Appendix
A2: Application Guidance — Climate-related Public Policy Programsparagraph-AG25 about other
public policy programs that do not have a primary objective to achieve climate-related outcomes
impacting-climate if that information would meet its primary users’ information needs. Where an
entity determines information relating to other public policy programs is material in the context of
climate, e.g. via stakeholder engagement, the entity is not precluded from providing such
disclosures. Ferexample;-This could be information about an entity’s public policy programs that
have a significant positive or negative impact on climate even if this is not their primary objective.
To ensure that the [draft] Standard effectively addresses the information needs of primary users,
and reflects the policy and requlatory role of public sector entities, the IPSASB decided to seek
feedback from constituents through public consultation on the [draft] Standard on thisappreach-of
focusing disclosures fer-the-public-sector's—pelicy-and-regulatoryreole—on climate-related public

policy programs.

Objective and scope

BC19.BC18. At the time of developing the [draftf] Standard, the latest international agreements on
climate change were the Paris Agreement and the United Nations Sustainable Development Goals
(SDGs).

BC20.BC19.  Many countries have signed or ratified the latest international agreements on climate
change, made national commitments enforceable through legislation and/or developed national
transition and adaptation plans. Consistent with these requirements and the {RSASB-Conceptual
Framework, the objective of this [draft] Standard is to provide information for primary users that
support decision-making, and accountability for the actions taken to deliver on these international
commitments. Reporting and disclosure are not an aim in and of itself, but it should help encourage
changes in individual and eerperateorganizational behaviors and global actions more broadly that
are needed to combat climate change.

BC21.BC20. The IPSASB acknowledged that not all countries have signed or will sign the latest
international agreements on climate change and that each country’s national strategies provide
more specific commitments. However, the IPSASB decided that it was important for the [draft]
Standard to be capable of being used to support accountability for the delivery of climate-change
programs in accordance with the latest international agreements.
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Disclosure about the entity’s own operations and climate-related public policy programs

BC22.BC21. The IPSASB decided that entities should provide disclosures on both climate-related risks

BC22.

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.

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

BC23.

BC24.

BC25.

BC26.

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-moniterinrg-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.

The IPSASB decided that the guidance in IFRS S1 and |IFRS S2 should largely meet 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 theregulatoryrole-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).

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 |ERS S2 are also applicable to climate-related public policy programs.

related-publicpelicy-programs-—See paragraphs BC71-—BC86 for further discussion on each pillar
as it relates to climate-related public policy programs.

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 —

94

Page 94



BC27.

IPSASB Meeting (September 2024) Agenda Item 5.3.2

Own Operations_and Appendix A2: Application Guidance — Climate-related Public Policy
ProgramsAppendix-Az2., 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.

While all entities will have to consider reporting on their own operations, the IPSASB acknowledged
that the additional climate-related public policy program disclosures might only be relevant for a
more limited number public sector entities that have a policy setting or regulatory role. In order to
clearly differentiate between the sets of disclosure requirements and guidance, the [draft] Standard
is structured as follows:

(a) Core text of the [draft-ED-sheuld-be-applicable-for-] Standard provides disclosures relating to
an entity’s own operations as-well-asand climate-related public policy programs;

(b) Appendix Al: Application Guidance — Own OperationsAppendix-Al-Application-Guidance-1
sheuld-provide- provides disclosure requirements and guidance specific to own operations;

(c) Appendix A2: Application Guidance — Climate-related Public Policy ProgramsAppendix-A2:

Application-Guidanece2-should-previde— provides disclosure requirements and guidance for
public sector entities that establishare responsible for public policy programs-fer-etherentities

erindividuals, such as regulation, legislation, subsidies, and taxes;

(d) Appendix B: General Requirements for Climate-related DisclosuresAppendix—B:—General
reguirements—for—eclimate-related—disclosures  provides conceptual foundations and

requirements based on IFRS S1;

(e) Appendix B.AG: Application Guidance for General Requirements for Climate-related
DisclosuresAppendix-B-AG: provides application guidance in relation to Appendix B; and

(H Appendix C: Qualitative CharacteristicsAppendix—C:—Qualitative—Characteristics provides

guidance on the characteristics of useful climate-related information.

95

Page 95



IPSASB Meeting (September 2024) Agenda Item 5.3.2

BC28. Specifically, the IPSASB decided that the following structure was necessary to reflect disclosure
requirements or guidance that are unique for privatepublic sector entities for the four pillars of
governance, strategy, risk management, and metrics and targets:

Own Operations Pgt,’gggﬂ'scy

Application Application

Core Text Guidance 1 Guidance 2

. Public sector Public sector
q S2 PS Public sector

S alianed Public sector Public sector
aligne context context

] S2 BelC S2 PS Public sector
| Metrics and Targets aligned y aligned J| context context

(@)

(b)

()

(d)

For governance, the IPSASB decided-that-disclosure requirements that apply to both an
entity’s own operations and to climate-related public policy programs and—are
thereforeincluded in the core text-is-fully-aligned-with-private-sector-guidanece;-with. Disclosure
requirements that specifically provide public sector context for own operations are outlined in
Appendix Al: Application Guidance — Own Operations, while those for climate-related public
policy programs will be included in Appendix A2: Application Guidance — Climate-related

Public Policy Programsin-Application-Guidanece2;;

For strategy, the IPSASB decided that disclosure requirements that apply to both an entity’s
own operations and to climate-related public policy programs are included in the core text.
Disclosure requirements specific to own operations are outlined in Appendix Al: Application
Guidance — Own OperationsApplication-Guidanee-1, with some public sector context, while
those that-arefor climate-related public sector-specificpolicy programs will be included in
Appendix A2: Application Guidance — Climate-related Public Policy ProgramsApplication
Guidanee-2Z;;

For risk and outcome management, the IPSASB decided that disclosure requirements that
apply to both an entity’s own operations and to climate-related public policy programs and-are

therefoereincluded in the core text-is-fully-aligned-with-private-sector-guidanee,-with. Disclosure

requirements that specifically provide public sector context for own operations are outlined in

Appendix Al: Application Guidance — Own Operationsin-Application-Guidance-2, while those
for _climate-related public policy programs will be included in Appendix A2: Application

Guidance — Climate-related Public Policy Programs;

For metrics and targets, the IPSASB decided that disclosure requirements and guidance are
distinct for own operations and public policy programs, therefore a distinct section for climate-
related public policy programs in the core text is necessary.
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As this [draft] Standard represents the first IPSASB SRS, the IPSASB also drew on the Conceptual

Framework and leveraged appropriate-partsof IFRS S1 General-Reguirementsfor Disclosureof

Sustainability-related—Financial-nfermation({FRS-S1)-to provide the framework and guidance
included in Appendix B: General Requirements for Climate-related DisclosuresAppendicesB and

Appendix C: Qualitative CharacteristicsS;, which are necessary to support climate-related
disclosures.

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

BC30.

BC31.

BC32.

BC33.

BC34.

BC35.

BC36.

In aligning the core guidance with IFRS S2, the IPSASB decided that the focus on “the entity’s cash
flows, its access to finance or cost of capital over the short, medium or long term” or “the entity’s
prospects” needed to be augmented for the public sector. The IPSASB decided that the information
needs for-theof primary users of public sector climate-related disclosures should also include the
effects on an entity’s services and resources.

The IPSASB decided that for public sector entities this broader concept of “‘an entity’s
prospeets’prospects” was already is—captured by the concept of -“‘long-term fiscal
sustainability’sustainability” as defined in Reperting-Practice-Guideline(RPG) 1, Reporting on the
Long-term Sustainability of an Entity’s Finances, that is “the ability of an entity to meet service
delivery and financial commitments, both now and in the future”.

RPG_1 addresses the complex operational model for public sector entities, including each of the
inter-related dimensions of long-term fiscal sustainability, comprising services, revenue and debt-
RPG-1, and was alse-amended duringin 2023 to provide implementation guidance to explain its
applicability to reporting information on the impact of sustainability programs.

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.

Specifically, the IPSASB decided that an entity’s own operations sheuld-include all public-sectorof

the activities;—+anging-from-senvice-delivery-to- in an entity’s operational model, other than the
outcomes of public policy-settirg—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.

The IPSASB considered-the-applicability-of the value chain concept in the public sector context.
While public policy development and |mplementat|on is an mtegral part of public sector value
creatlon the IPSASB clegd

pu;pese—ef—thls—[d#a#qétandardacknowledqed the compIeX|tv 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.

Specifically, reporting on emissions from activities undertaken—by—of other entities
mplementingand individuals as a result of public policy programs, including the emissions from
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activities of other entities who may design, implement or, monitor a climate-related public policy
programsprogram 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 aboutpublicpelicy
programs-may-be-addressed-by-thoserelating-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

ecohomy,—envirehment-and-people, rather than being part of the value chain of an entity’s own

operations.

Addressing impacts through euteomes-from-climate-related public policy pregramsprogram outcomes

BC37.

BC38.

BC39.

BC40.

Respondents to the CP supported the need for broader reporting by the public sector, given its
public interest role. To respond to this constituent support as well as to address the growing
demands for transparency in the policy and regulatory roles of public sector entities, the IPSASB
decided that information on the outcomes from public sector entities’ public policy programs should
be at the core of public sector climate-related disclosure requirements.

The IPSASB recognized that while there is considerable use of the term ‘impacts’‘impacts” across
existing sustainability reporting literature, there are significant variations in how it is used and
defined:

(a) Capitals Coalition defines natural capital impact as the negative or positive effect of business
activity on natural capital;

(b) GRI defines impact as the effect an organization has or could have on the economy,
environment, and people, including effects on their human rights, as a result of the
organization’s activities or business relationships. The impacts can be actual or potential,
negative or positive, short-term or long-term, intended or unintended, and reversible or
irreversible. These impacts indicate the organization’s contribution, negative or positive, to
sustainable development; and

(c) The Impact Management Platform defines impact management as the process by which an
organization understands, acts on and communicates its impacts on people and the natural
environment, in order to reduce negative impacts, increase positive impacts, and ultimately to
achieve sustainability and increase well-being.

Given the wvariation in definitions, some of which focus on very specific
understandingsunderstanding of impacts while others are much broader, the IPSASB evaluated
the extent to which IPSASB’s existing literature could help address the challenges, in-particularly
by referring to guidance in the IPSASB Conceptual Framework and Recommended-Practice
Guideline{RPG) 3, Reporting Service Performance Information.

The Conceptual Framework provides useful overarching context:

(a) {H-The objectives of financial reporting by public sector entities are to provide information about
the entity that is useful to primary users for accountability purposes and for decision-making
purposes; and

(b) {BH-The primary users of general purpose financial reports{(GPFRs} are service recipients and

14

their representatives, and resource providers and their representatives (referred to as ““service

recipients and resource previders').providers”).
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Although the IPSASB literature does not explicitly define ‘impacts’“impacts”, these are referenced
in the definition of ‘eutcemes’“outcomes” in RPG 3, which describes ‘eutcomes“outcomes” as “the
impacts on society which occur as a result of, or are reasonably attributable to the entity’s
eutputs-outputs”. Additionally, ‘eutputs’“outputs” are defined in RPG 3 as ““services provided by an
entity to recipients external to the entity~entity”. The IPSASB acknowledged that there are also
differing definitions for ‘euteomes’‘outcomes” across a number of guidance sources. While the
definition of ‘eutecomes’“outcomes” in RPG 3 refers to ‘impacts’;“impacts”, it considers only those
impacts “‘which occur as a direct result of, or are reasonably attributable to, an entity’s
edtputs-outputs”. This is consistent with the guidance in the Conceptual Framework in relation to
GPFRsgeneral purpose financial reports, that while primary users other than the primary users may
find the information provided by GRPFRsgeneral purpose financial reports useful, GPFRsgeneral
purpose financial reports are not developed to specifically respond to their information needs.

The approach is also conceptually consistent with the guidance enin other international
frameworks, including the TCFD model and the Integrated Reporting Framework. As well as the
conceptual considerations, the Beard|PSASB acknowledged the practical challenges of
implementing broader impact-related disclosures contrasted against the immediate need for
reporting. Therefore, for both conceptual and practical reasons, the IPSASB decided that it was
appropriate to require disclosures based on ‘eutcomes’‘outcomes” rather than the broad-ranging

7u

concept of ‘impacts”-“impacts”.

Given the different definitions and uses of the term outcomes;—such-as-outcomesfrom-climate-
seenario-analysis, the IPSASB decided to provide a definition specific to public policy program
outcomes rather than using a general definition of outcomes. The definition for public policy
program outcomes in this [draft] Standard is based on the RPG 3 definition, as this was approved
through the normal IPSASB due process when the guidance was originally developed, and that
RPG 3 was updated in 2023 to emphasize its applicability to sustainability reporting programs
through the addition of Implementation Guidance and lllustrative Examples.

The IPSASB decided to medifybroaden the definition of outcomes in relation to public policy
programs-te-abgment-the-more-general-reference-to-society-in-RPG-3 to include the economy,

environment and people to address the interrelationships that can be found in practice when
implementing climate-related public policy programs. For example:

(a) Providinglmplementing incentives for new technologies or introducing carbon taxes may
mpactthe-economyhave economic implications;

(b) Fhe-transitionTransitioning to rew-alternative energy sources ef-energy-may impact-people
and-the-workforces-that-previous—energy-producersdisplace workers previously employed_in

traditional energy sectors; and

(c) Grant schemes related-tefocused on land use, conservation, and sustainable management
practices may impact-the-environmenthave significant environmental impacts.

IPSASB recognizeda cknowledged that maﬂyd#elcentthere are often multiple DUb|IC sector entltles
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may-be-involved in the various stages of public policy setting-and-implementation-process and

therefore-different entities may play different roles with regards to a policy as illustrated below.

Each different entity (illustrated in green) may have some responsibility for a climate-related public

BC47.

policy program. Each of these entities would need to 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 Affected

Individuals
Households

Entities

Public or Private sector

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
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.

BC45.BC48. The IPSASB recognized that there may be complexities and judgment needed in

determining which-entity-is-the-pelicy-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.
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Climate-related risks and opportunities to an entity’s own operations

Governance

BC47.BC49.  The IPSASB acknowledged that public sector entities worldwide do not operate within a
common legislative framework, nor do they have standard organizational structures, shapes or
sizes.

BC48.BC50.  Despite the variation in governance structures, public sector entities de-share the same
public interest objective of enhancing or maintaining the well-being of citizens. Public sector
governance can be described as the arrangements put in place to ensure the intended outcomes
for stakeholders are defined and achieved, which include political, economic, social, environmental,
legal and administrative structures and processes, and other arrangements. Therefore, the IPSASB
decided that the primary user information needs relating to governance processes, controls and
procedures are similar to those for primary users of private sector entity reporting, and that private
sector guidance should be leveraged, with additional application guidance addressing public sector
differences.

Strategy

BC49.BC51. The IPSASB decided that the primary user information needs relating to strategy for
managing climate-related risks and opportunities to an entity’s own operations are in many cases
the same or very similar to those for primary users of private sector entity reporting. However,
application guidance would be needed to clarify how the principles and disclosure requirements
apply in the public sector context.

Strategy and decision-making

BC50.BC52.  The IPSASB acknowledged that strategy for public sector entities may differ across
functions, levels of government and jurisdictions. In some cases, entities may have significant
operational freedoms to determine their own strategy to address climate-related risks and
opportunities and therefore climate-related scenario analysis may support and inform its
assessment of climate resilience.

BC51.BC53.  On the other hand, some entities may have limited operational freedom, limited by the
mandates and responsibilities determined by a higher level of government.

BC52.BC54.  However, one of the objectives of reporting climate-related information is to hold entities
accountable for their activities and contributions to climate commitments. The IPSASB decided that
it is important for reporting at the entity level to enable accountability. Entities are therefore
encouraged to consider their activities and contributions to climate commitments within their levels
of operational freedom and organizational mandates and provide disclosures that are determined
to be material for its primary users.

IPSAS or other GAAP

BC53.BC55.  The IPSASB considered whether the [draft] Standard should refer to IPSAS and other
generallyaccepted-accounting—principlesGAAP (see paragraph 6), acknowledging that not all

public sector entities apply accrual basis accounting.
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BC54.BC56.  The IPSASB decided that, though the [draft] Standard is agnostic on the entity’s financial
reporting methodology and can be applied by all public sector entities including those on cash basis
accounting, the use of accrual accounting, together with climate-related reporting, supports better
public financial management and sustainable development.

Risk management

BC55.BC57.  The IPSASB decided that the primary user information needs relating to risk management
for a public sector entity are in many cases the same or very similar to those for primary users of
private sector entity reporting. However, application guidance would be needed to clarify how the
principles and disclosure requirements apply in the public sector context.

BC56.BC58.  The IPSASB discussed the differences between public and private sector risk management
practices and noted that although the practices are similar, it is the nature and type of risks faced
that are significantly different.

BC57.BC59.  The IPSASB acknowledged that many countries have established national transition and
adaptation plans, based on detailed national risk assessments documented in national risk
registers. Therefore, the IPSASB decided that these can be a critical resource for many public
sector entities which can be leveraged as part of the entity’s risk management processes.

Metrics and targets

BC58:BC60.  The IPSASB considered the differences between the metrics needed to monitor and report
on an entity’s own operations and those required for climate-related public policy programs. In
particular, the IPSASB identified esrefoundational differences in the principles applied that required
a distinct separation in the core text.

BC59.BC61. The IPSASB decided that a rebuttable presumption, that entities report GHGgreenhouse
gas emissions using the GHGGreenhouse Gas Protocol: A Corporate Accounting and Reporting
Standard (2004), was necessary to steer entities towards the same direction, enhancing
consistency and comparability. This approach is intended to promote standardized
GHGgreenhouse gas methodologies and to facilitate better data interoperability between entities.

BC6B0O.BC62.  Despite this rebuttable presumption, the IPSASB decided that to aveid-any-disincentives
teencourage adoption of the [draft] Standard, flexibility should be provided for preparers to use
methodologies other than the GHGGreenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (2004). This decision acknowledges that jurisdictions may have local
approaches for national or subnational reporting and aims to alleviate any additional burden in
requiring dual reporting or an immediate move to the GHGGreenhouse Gas Protocol: A Corporate
Accounting and Reporting Standard (2004). In determining their approach, the IPSASB encourages
entities to consider the primary user of the information and their specific needs. For instance, if
primary users are donor agencies, the GHGGreenhouse Gas Protocol: A Corporate Accounting
and Reporting Standard (2004) might be a more appropriate methodology as donor agencies may
need consistent and comparable information about the climate-related risks and opportunities
upstream and downstream of entities’ value chains.

BC61.BC63.  Although-inthe-context-of reporting-on-own-operations-of-As value chains may comprise
both publlc and private sector entities, g%eenheus&gasemlsaens—wea{egenes—wehﬂa&busmess

IPSASB. could not |dent|fy a public sector specmc reason to depart from th+&memeelelegy—and—as
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sald : a ; 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).

BC62.BC64.  The IPSASB recognized the two approaches towards calculating Scope 2 emissions,
location-based approach and market-based approach, and decided to require the location-based
approach only, along with disclosures on any contractual instruments into which the entity has
entered, in alignment with private sector guidance, and to enhance comparability between Scope

2 disclosures without undue burden on entities-{e-—regquiring-disclosuresfrom-both-methods)..

BCB3.BC65.  The IPSASB recognized the complexities surrounding Scope 3 emissions and the cost-
effectiveness considerations they entail. However, the disclosure of Scope 3 emissions and
categories is subject to materiality andconsiderations, hence entities are not required to measure
and disclose all Scope 3 emissions as value chain emissions and hotspots vary between entities.
Therefore, the IPSASB decided that it is important for entities to monitor and manage emissions
along their value chains, both in the global public interest and for accountability reasons.

BCB4.BC66.  The IPSASB acknowledged that while Scope 3 Category 15 — Financed emissions may be
relevant for seme-public sector entities that provide financial services, the IPSASB expected that
this category will be applicable to only a subset of entities. For those entities where Category 15 is
material, they may consider referring to other sources of guidance such as GHG
ProtocolGreenhouse Gas Protocol: A Corporate Accounting and Reporting Standard (2004) or the
Partnership for Carbon Accounting Financials (PCAF).

BCB5.BC67.  Entities that are using methodologies in line with the GHGGreenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard (2004) might find it useful to refer to the
GHGGreenhouse Gas Protocol Corporate Value Chain (Scope 3) Accounting and Reporting
Standard (2011) for additional guidance and examples.

BC67.BC68.  IPSASB considered whether disclosures relating to remuneration tied to climate factors
would be applicable for the public sector. While IPSASB acknowledged that this is expected to be
infrequent in the public sector, the IPSASB concluded that it was prudent to incorporate this aspect
in the [draft-ED] Standard to permit such disclosures in circumstances where they may be
applicable.

BC6E8:BC6Y9.  The IPSASB acknowledged that there are evolving terminologies and methodologies for
valuing GHGgreenhouse gas externalities, such as “internal carbon pricing”. The IPSASB explored
the applicability of the terminology internationally, the applicability to public sector entities, and the
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importance of distinguishing internal carbon prices from the market price of carbon. In view of this,
IPSASB decided that the terminology is applicable for the public sector, and agreed to align the
terminology for this topic with that in IFRS S2.

BCB9.BC70. The IPSASB acknowledged the importance of industry-based guidance to support
preparers and standardized reporting. There is no current public sector equivalent at the time of
developing the standard, however, there may be certain functions of government that can consider
private sector industry metrics-{, such as in healthhealthcare or education}.. Therefore, the IPSASB
decided that SASB industry guidance should not be required for public sector entities but may
choose to consider these to the extent they are relevant.

Climate-related public policy programs

Governance

BC70.BC71.  The IPSASB acknowledged that while governing bodies for public sector entities are often
similar to those for private sector in principle, in practice they often differ in their structure and
responsibilities. For example, governance for public policy programs is often more complex, and
can involve various layers of oversight and consultation in developing peliciespublic policy
programs and monitoring their implementation. This can also include specialized advisory
committees that provide expert input.

BC71.BC72.  Therefore, while the core disclosure requirements in paragraph 9 should also be applicable
for the governance arrangements of each public sector entity, additional application guidance to
address public sector specific circumstances is provided in paragraphs AG2.21-AG2.23.

Strategy

BC72.BC73.  Asaresult 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 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.

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

BC73—\Whilethe definitions—of- would be appropriate, and concluded that this approach could be
inconsistent with the IFRS S2 definition of “climate-related risks and opportunities-are-nternalhy
. ) ) } ) ) 3 e )
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which applies to a

@evan%ean—bem%e#preted%%ﬁh&publ%seete#e@n%eﬁthe entity |tself The IPSASB recoqnlzed

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
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.

Strategy for-climate-related-public-pelicy-programsand Decision-Making

BC76. The IPSASB decided that public sector specific disclosures about the strategy for climate-related
public policy programs were needed that are not provided for in private sector guidance. This
guidance is included in Appendix A2: Application Guidance — Climate-related Public Policy
Programs.

BC77. The IPSASB acknowledged that the policy roles and responsibilities of different levels of
government vary between jurisdictions. Therefore, disclosures about an individual entity’s policy
role and scope of responsibilities will be critical to enable primary users to understand the entity’s
strategy.

BC79.BC78.  Furtherln addition, strategy for public policy programs is also complicated by the need to
balance the demands of various stakeholders with budget constraints while managing the
achievement of outcomes in the public interest. In many cases, this may require trade-offs that
affect different groups of people and/or sectors of the economy. Therefore, disclosures are needed
to provide transparency over an entity’s decision-making process and factors in determining its
strategy for climate-related policy programs, including how an entity has-mademakes decisions
about prioritization of its public policy programs and its implementation strategy to ensure the
intended program outcomes are achieved.

Financial pesition-performance-and-cash-flowsimplications

BC8O.BC79.  The IPSASB decided that requirements for reporting on the financial effects of climate-
related risks and opportunities to an entity’s own operations are not the same as for reporting on
financial implications for climate-related public policy programs.

BC81.BC80.  The IPSASB recognized that cash flows and financial planning are influenced by both
internal factors in own operations and external factors for public policy programs. The IPSASB
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decided that it is essential for the entity's disclosures to capture the financial implications of climate-
related public policy programs, primarily being the incurred and anticipated costs, any funded or
unfunded amounts, and any income or fees generated by the programs-, which could lead to costs
for both the entities and/or individuals affected by those programs, and for the entity itself. By doing

so, entities can provide a comprehensive view that reflects both the internal and external
considerations on the entity’s financial considerations, enhancing transparency and accountability.

RiskOutcome management for climate-related public policy programs

BC84.BC81.  Additional application guidance is also provided to address considerations for public sector
climate-related public policy programs which includes identifying, assessing, prioritizing and
monitoring the risks—to—other—entities—andfor—individualspotential challenges to achieving the
intended outcomes of climate-related public policy programs.

Metrics and targets for climate-related public policy programs

BC86.BC82.  The IPSASB noted that the GHGGreenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (2004) and GHGthe Greenhouse Gas Protocol Corporate Value Chain (Scope
3) deAccounting and Reporting Standard (2011) does not provide guidance for reporting on public
policy programs. However, GHGthe Greenhouse Gas Protocol Policy and Action Standard (2014)
provides relevant guidance which the IPSASB considered in developing its principle-based
approach to reporting on greenhouse gas emissions-related eutcomes-from-climate-related public
policy pregramsprogram outcomes in this [draft] Standard.

BC87.BC83.  Building upon the logic framework outlined in RPG 3 for inputs, outputs and outcomes, the
IPSASB opted for a principle-based approach, recognizing the existing diversity in methodologies
used by entities to attribute- GHGestimate greenhouse gas emissions tefrom climate-related public
policy programs. Given that jurisdictions may have already established their own methodology to
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measure GHGgreenhouse gas emissions from climate-related public policy programs, and that
there is no standardized international methodology, the IPSASB also considered that there is a
certain extent of estimation involved based on multiple factors, such as what the entity considers
as a reasonably attributable outcome for their policy scenario. Therefore, the IPSASB decided that
it is most appropriate if entities are provided with the flexibility to develop and disclose their own
methodologies based on a high-level principle-based approach, provided that the entity discloses
information necessary for primary users to understand their chosen methodology.

BC88.BC84.  This approach is intended to support entities in providing information on how the policy
program, through its intended outcomes, will impact GHGgreenhouse gas emissions — whether
positively or negatively. It is intended to encourage entities to set climate-related public policy
programs that can effectively contribute towards positive climate-related outcomes-impacting
climate, while also transparently disclosing climate-related public policy programs that may have
adverse GHG-effeetsclimate-related outcomes.

BC89.BC85.  Through considering national reporting requirements under international agreements, the
IPSASB determined that the metrics necessary to understand the performance of an entity’s
climate-related public policy programs may not be limited to the change in greenhouse gas
emissions and therefore decided to require disclosures about other metrics. Though the IPSASB
considered whether to require specific baseline metrics, the Beard|PSASB determined that this is
an evolving space, and that most entities may need to establish metrics for monitoring
implementation of a given public policy program. It therefore decided that it would be most
appropriate if entities were provided with the flexibility to develop and disclose other metrics based
on a principled approach, which allow best practices to emerge over time.

BC90.BC86.  The IPSASB considered other metrics relevant to its climate-related public policy programs
and decided that internal carbon prices may be applicable for climate-related public policy
programs. Public sector entities may use an internal carbon price for project appraisals and policy
design in consideration of greenhouse gas emissions. Accordingly, the IPSASB acknowledged that
other _metrics relating to internal carbon prices should enable primary users to understand the
methodology including the approach (e.g. estimates of a social cost or shadow price of carbon),
inputs and assumptions used to determine the internal carbon price.

Effective date
BC91.BC87.  [To be updated]

Transition

BC92.BC88.  The IPSASB acknowledged the significant challenges to the implementation of climate-
related reporting in the public sector, however, after consultation with the IPSASB Sustainability
Reference Group, the Beard|PSASB decided to propose a transition approach aligned with the
private sector, given the urgent need for transparency and accountability for government initiatives
to support climate action, and the need for public sector leadership on meeting climate targets.

BC93.BC89. The IPSASB decided that given limited direct information and mixed views on the likely
availability of initial metrics and data from reporting on existing national climate commitments to
support the preparation of entities’ first climate-related reports, this [draft] Standard proposes that
entities to prepare climate-related disclosures for the entity’s own operations and public policy
programs without a differential date of adoption or transition reliefs. Constituents would then be
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asked to provide their views together with supporting information to enable the Board|PSASB to
review this approach in finalizing the [draft] Standard.

Conceptual foundations

Fair presentation

BC94.BC90. In the absence of antRPSASB-SRSa framework for sustainability reporting, this [draft]
Standard includes guidance on conceptual foundations, including the qualitative characteristics of
reporting climate-related information, set out in Appendix B: General Requirements for Climate-
related DisclosuresAppendixB and Appendix C: Qualitative CharacteristicsG-. This guidance is
adapted from the IPSASB-Conceptual Framework and are intended to ensure that information in
climate-related disclosures is useful to_primary users of those reports and provides information to
assist an entity in the preparation of climate-related disclosures.

c o e Uind e 1 L

Determining material information for disclosure

BC95.BC91.  The IPSASB acknowledges that there are varying approaches and guidance to determining
material information, topics or matters across different sustainability standards. The IPSAS decided
that the steps to reporting appropriate for the public sector include:

(@) Step 1 - Understanding the entity’s context;

(b) Step 2 - Identifying climate-related risks and opportunities and where applicable, edtcomes
from-climate-related public policy pregramsprogram outcomes; and

(c) Step 3 - Determining material information.

BC96:BC92.  This approach primarily aligns with IFRS S1 but layers in GRI guidance on understanding
the entity’s context and engaging stakeholders.

BC97.BC93.  Step 1 is based on the first step in GRI 3 to determining material topics which provides
guidance on considering the entity’s activities, relationships, stakeholders and context. The
IPSASB decided that this is an important step to include for the public sector given the broad reach
and responsibilities of the public sector. It is important for entities to understand their own activities,
relationships, stakeholders, as well as the broader sustainability context including, for example,
national targets and commitments that a subnational entity contributes to.

BC94. As part of understanding an entity’s context, the IPSASB considered the importance of the
perspectives of indigenous peoples in sustainable development and therefore decided to add the
UN Declaration of Rights of Indigenous Peoples as another authoritative intergovernmental
instrument setting expectations for responsible conduct for understanding the broader climate
context (see paragraph B.AG12).

BCY8.BCI95.  Step 2 Identify -Actual-and-Potential-Impacts,Risks—and-Opportunities,—and Step 3
Determine-MateriaHnformation-mirror IFRS S1 guidance on {i-identifying risks and opportunities

and-then—{i) determining material information related to the identified risks and opportunities.
Additional guidance from GRI is—addedwas leveraged to provide guidance on engaging
stakeholders.stakeholder engagement. The IPSASB decided that these-two-stepsStep 2 and Step
2, which align with the IFRS S1 approach, are appropriate because:
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(&) The purpose of the process is to determine material information for reporting (compared with
other approaches that identify material topics rather than identify material information);

(b) The concept of materiality requires judgments about information from a quantitative and
qualitative perspective (which is consistent with the approach to materiality for IFRS
Sustainability Disclosure Standards which step 2 and 3 are based); and

(c) Guidance on impacts and engaging stakeholders is needed for the public sector, which is
based on GRI 3 Material Topics 2021, given the demand for a multistakeholder approach in
public sector reporting, it is an important process for an entity to follow to identifyidentifying its
public policy program outcomes.

Materiality

BC99.BC96.  The IPSASB acknowledged that at the time of developing the [draft] Standard, there was

discussion on the concepts of “single” or “financial” materiality versus “double” or “financial and
impact” materiality.

BC100.BC97. The IPSASB decided that the approach to determine materiality should mirror the approach

used in private sector guidance. Therefore, the IPSASB determined that using the definition of
material information from the IRPSASB-Conceptual Framework is appropriate for climate-related
disclosures given:

(a) The primary users of public sector general purpose financial reports are service recipients
and their representatives and resource providers and their representatives according to the
CGFConceptual Framework;

(b) Objectives of reporting are to support_primary users in evaluating information for decision-
making and accountability purposes. This extends beyond the private sector focus on
decision-making solely for capital allocation purposes. The principles of decision-making and
accountability equally apply to climate-related reporting as with financial reporting for the
public sector because of the need for accountability from a public interest perspective; and

(c) Connectivity between financial and climate-related reporting is supported by aligning
definitions of materiality across suites of reporting standards.

BC102.BC98. The IPSASB decided that materiality is a pervasive concept throughout the [draft]

Standard, guiding assessments of whether an omission or misstatement could influence primary
users' decisions and therefore be deemed material. The [draft] Standard provides guidance that
the materiality assessments involve understanding that primary users are assumed to have a
reasonable knowledge of the public sector and economic activities and accounting and a
willingness to study the information with reasonable diligence, and needs to take into account how
primary users with such attributes could reasonably be expected to be influenced in making and
evaluating decisions.

BC103:BC99. There is significant judgment required in determining materialwhether information-_is

material to primary users. The [draft] Standard provides additional guidance to address the nature
of risks and opportunities, and eutcemes—from—climate-related public policy pregramsprogram
outcomes, which are commonly considered when determining the materiality of information.
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BC104.BC100. The IPSASB considered whether information that is sensitive and/or secret should be
excluded from disclosure. The Beard|PSASB decided that such information in the public sector is
expected to be rare and should not be excluded in the public interest. An entity should evaluate the
needs of the primary user in light of any applicable legal requirements.

Reporting entity

BC101. The IPSASB decided that the [draft] Standard should remain focused on reporting by the same

entity as that for the financial statements. A focus on the same reporting entity as for the financial
statements has the benefit of following lines of control and supporting organization-focused
accountability, while also facilitating both collection of policy program performance information and

the integration of such information with financial information in the entity’s financial statements. In
addition, the IPSASB decided that it would be beyond the scope of the entity to consider policy

packages and policy mixes that collectively address climate would generally require “cross-
boundary” reporting across a group of entities that are not under common control.

General requirements

BC105.BC102. The IPSASB determined that the general requirements on location of disclosures, timing
of reporting, comparative information, judgments, measurement uncertainty and errors from IFRS
S1 are appropriate for the public sector.

BC106:BC103. The IPSASB further considered-en the requirement to revise comparative information to
reflect updated estimates and decided to align with IFRS S1, which includes an impracticability
exemption, which applies to the correction of errors and when the entity redefines or replaces a
metric. The requirement is scoped such that it does not mandate entities to review and revise all
previously reported estimates, while ensuring that the information provided is useful for primary
users without imposing undue burden on preparers.

BC107.BC104. However,—sinceThe IPSASB also decided that the general requirements on sources of

guidance asfrom IFRS S1 relateto—sustainability-related-risks—and—opportunities,—beyondare
applicable, with necessary climate,—and—are—primariy—developed—for-specific _adaptations.
Additionally, the private]|PSASB decided that public sector;_entities should be provided with the

IRSASB-determined-to-adaptthis-guidanceforflexibility to consider the {draft}-Stardardapplicability
of sources, including the SASB Standards and GRI Sector Standards.

BC108.:BC105. The IPSASB acknowledged that there may be significant measurement uncertainty in
relation to climate-related metrics as well as information about the effects of climate-related risks
and opportunities on an entity’s financial position, financial performance and cash flows for the
reporting period, and the anticipated financial effects. For example, some of an entity’s assets might
be increasingly at risk from climate-related forest fire events and, therefore, this risk would be
considered as part of the impairment analysis and measurement of those assets. If the frequency
and severity of these fires are highly uncertain, primary users would need information about this
uncertainty, including the fact that there is a significant risk of a material adjustment within the next
annual reporting period to the carrying amounts of these assets.

BC109.BC106. Therefore, the [draft] Standard requires an entity to disclose information to enable primary
users of general purpose financial reports to understand the most significant uncertainties affecting
the amounts reported in the climate-related finanecial-disclosures. In doing so, an entity identifies
the amounts it has disclosed that are subject to a high level of measurement uncertainty, including
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information about assumptions, approximations and judgements in measuring the amount. This
requirement is consistent with and based on paragraph 140 of IPSAS 1.

Implementation guidance and illustrative examples

BC110.BC107. The IPSASB conS|dered the publlc sector appllcablllty of the Accompanylng Guidance on
lon-and
the Accompanying Guidance on IFRS SZthate-FelateeF&selesmes and decided to lnclude
implementation guidance and illustrative examples that are applicable to the public sector context.

BC111.BC108. However, the IPSASB decided not to adopt the industry-based guidance from the
Accompanying Guidance on IFRS S2, and considered these to be relevant only to a limited subset
of public sector entities. The IPSASB concluded that it was more appropriate to refer to the SASB
and GRI sector standards as optional resources.

BC109. In addition, the IPSASB decided that public sector-specific implementation guidance and illustrative
examples should be provided on select topics. This includes additional implementation guidance
on the responsibility for a climate-related public policy program, disclosing non-climate-related
public policy programs, and outcomes from climate-related public policy programs; and additional
illustrative examples on the disaggregation of Scopes 1, 2, and 3 greenhouse gas emissions
between a policy-setting function and a service delivery function, responsibility for a climate-related
public policy program, and estimating the change of greenhouse gas emissions from a climate-
related public policy program.
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Implementation Guidance

This guidance accompanies, but is not part of, [draft] IPSAS [X] (ED XX).

Scope and definitions

IG1.

1G2.

1G3.

What is considered a climate-related public policy program?

A: Climate-related public policy programs use a public sector entity’s sovereign power mandate
actions or influence the behaviors and decisions of other entities or individuals, with a primary
objective to achieve outcomes impacting on climate. The intended outcomes from a climate-related
public policy program can be articulated though numerical indicators or narrative descriptions of a
desired future state primarily relating to climate, such as a reduction of greenhouse gas emissions or
reduced exposure to climate-related physical risks.

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.

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

1G4.

program?

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 implementing and/or monitoring 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.

Does a subnational government have responsibility for climate-related commitments set at a

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-related 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.

112

Page 112



IPSASB Meeting (September 2024) Agenda Item 5.3.2

1G3:IG5. 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 climate-related outcomes.
However, that is not required under this [draft] Standard.

Climate-related metrics for an entity’s own operations

IG6. Does an entity include greenhouse gas 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.

164-1G7. Which metrics should an entity can disclose in relation to its climate-related physical
and transition risks, and climate-related opportunities?
A: Paragraph 17 of the [draft] Standard] requires an entity to disclose information relevant to particular
metric categories. These examples provide an illustration of such information for the requirements in
paragraph 17(b)-17(d) of the [draft] Standard.

Metric Unit of :

Example metrics
category measure
Climate- Amountand | e Amount or percentage of assets that could become
related percentage stranded or impaired
transition e Amount or percentage of carbon-related assets (i.e.
risks assets tied to the fuel and energy function)
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Climate- Amount and e Proportion of property or infrastructure in areas subject
related percentage to flooding, heat stress or water stress
physical e Proportion of real assets exposed to climate-related
risks hazards
e Wastewater treatment capacity located in 100-year flood
zones

e Revenue associated with water withdrawn and
consumed in regions of high or extremely high baseline
water stress

Climate- Amount and e (Goods or services that support the transition to a lower
related percentage carbon economy
opportunities e Investments and programs related to energy efficiency

and lower carbon technology
e Number of (1) zero-emissions vehicles, (2) hybrid
vehicles and (3) plug-in hybrid vehicles in operating fleet
e Proportion of buildings certified to a third-party, multi-
attribute, green-building standard

Outcomes from climate-related public policy programs

1G5:1G8. Do entities need to disclose all outcomes from climate-related public policy
programs?
A: No. Entities are only required to disclose those outcomes that are reasonably attributable (see
paragraph 6) to the climate-related public policy program and that are expected to be material
(paragraphs BC8—BC10) to primary users of the entity’s general purpose financial reports.

Emissions from public policy program related activities

1G6-1G9. Are the emissions resulting from policy design, implementation and/or monitoring
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.

Transition

1G71G10. Transition relief is granted for the “first annual reporting period in which an entity
applies this [draft] Standard”. When is an entity considered to have applied the [draft]
Standard?

A: A first time-adopter may determine the date on which it adopts the [draft] Standard, unless it is
required by another entity to adopt the [draft] Standard by a specific date.

The entity is considered to have applied this [draft] Standard from the date on which it adopts the
[draft] Standard and for which it prepares its first climate-related disclosures in accordance with this
[draft] Standard in its entirety (except for the specific transitional reliefs provided for the first annual
reporting period being the first year after the date of adoption of the [draft] Standard).
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This may be different from the date on which an entity formally and publicly announces its decision
that it will adopt the [draft] Standard, which may or may not be the same as the date of adoption of
the [draft] Standard.

Primary users

168:1G11. How does an entity assess whether its disclosures meet primary users’ information
needs?
A: Assessing whether information could reasonably be expected to influence decisions made by the
primary users of a specific reporting entity’s general purpose financial reports requires that entity to
consider the characteristics of those users while also considering the entity’s own circumstances.
General purpose financial reports include—but are not restricted to—an entity’s general purpose
financial statements and climate-related disclosures.

Existing and potential service recipients and their representatives, and resource providers and their
representatives are the primary users to whom general purpose financial reports are directed.
General purpose financial reports are prepared for users with a reasonable knowledge of operational
and economic activities, public sector programs and operations, and who review and analyze the
information diligently. However, even well-informed and diligent users may need to seek the aid of
an adviser to understand climate-related financial information.

General purpose financial reports do not, and cannot, provide all the information that primary users
need. Therefore, the entity aims to meet the common information needs of its primary users. It does
not aim to address specialized information needs—information needs that are unique to particular
users.

To meet the common information needs of its primary users, an entity first separately identifies the
information needs of one of the types of primary users—for example, service recipients and their
representatives (existing and potential). The entity then repeats the assessment for resource
providers and their representatives (existing and potential). The combined information needs
identified by these assessments form the set of common information needs that the entity aims to
meet.

In other words, the assessment of common information needs does not require an entity to identify
the information needs that are shared by all primary users. Some identified information needs will be
common to all types of primary users, but others may be specific to only one or two types. If an entity
were to focus only on information needs that are common to all types of primary users, it might
exclude information that meets the needs of only one type of primary user.

1G91G12. Does the entity need to disclose publicly available information as a part of its

climate-related disclosures?

A: Primary users do not source information exclusively from general purpose financial reports. For
example, such primary users might also consider information about the function of the entity and the
jurisdiction(s) in which the entity operates; information about the state of the economy; and
information in the entity’s news releases as well as other documents the entity has published.
However, the fact that information is publicly available does not relieve an entity of its responsibility
to disclose material information about the climate-related risks and opportunities that could
reasonably be expected to affect the entity’s long-term fiscal sustainability over the short, medium or
long term or its climate-related public policy programs and their outcomes.
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Illustrative Examples
These examples accompany, but are not part of, [draft] IPSAS [X] (ED XX).

IE1. These examples set out hypothetical situations illustrating how an entity might apply some of the
requirements in this [draft] Standard. The analysis in each example is not intended to represent the
only manner in which the requirements could be applied, nor are the examples intended to apply
only to the specific fact pattern illustrated. For illustrative purposes, the examples use simple fact
patterns. When making disclosures in accordance with this [draft] Standard, an entity would need
to consider all relevant facts and the specific circumstances of a particular fact pattern.

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 has a primary objective to reduce vehicle
emissions in the jurisdiction. The Ministry also decides to convert its own fleet of vehicles used in
its own operations to electric vehicles.

IES3. To measure and report 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

1E2:|IE4.Examples 1-4 illustrate some considerations when determining if it is necessary to disaggregate
information when disclosing greenhouse gas emissions in accordance with the requirements of this
[draft] Standard. These examples do not illustrate all reasons that could be necessary to
disaggregate information when disclosing greenhouse gas emissions. Where relevant, these
examples refer to the Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard
(2004).

Example 1—Disaggregating Scope 1 and Scope 2 greenhouse gas emissions between the consolidated
accounting group and other investees

1E3:1E5.Example 1 illustrates the requirements in paragraph 17(a)(i)—17(a)(iv) to disclose and disaggregate
Scope 1 and Scope 2 greenhouse gas emissions between an entity’s consolidated accounting
group and its investees not included in the consolidated accounting group.

1E4-IE6.The entity applies the equity share approach, as outlined in the Greenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard (2004), to set its organizational boundary for the
purposes of measuring its greenhouse gas emissions. The entity applies the IPSAS and has one
investment that it accounts for as an investment in an associate. Applying the equity share
approach, the entity determines its Scope 1 greenhouse gas emissions to be 7,350 metric tons CO2
equivalent (COze), and its Scope 2 greenhouse gas emissions to be 1,320 COze.

{E5:IE7. Table 1 illustrates the disaggregation of the total Scope 1 and Scope 2 greenhouse gas emissions
disclosed by the entity when it applies paragraph 17(a)(iv).

Table 1: Disaggregation of Scope 1 and Scope 2 greenhouse gas emissions between the consolidated
accounting group and the other investees
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Greenhouse gas emissions (metric tons COze)

Scope 1 Scope 2 Total

C lidated

OnSelate 4,900 830 5,730
accounting group
Other investee
(investment in 2,450 490 2,940
associate)
Total disclosed (equity 7350 1.320 8.670

share method)

Example 2—Disaggregating Scope 3 greenhouse gas emissions by Scope 3 categories

{E6:1E8.Example 2 illustrates the disaggregation of Scope 3 greenhouse gas emissions in accordance with
paragraph 17(a)(i)c and paragraph 17(a)(vi), applying the principles of aggregation and
disaggregation (paragraphs B.AG54-B.AG55). For simplicity, this example illustrates only an
entity’s considerations related to how it presents its disclosures of Scope 3 greenhouse gas
emissions from upstream transportation and distribution| (Category 4) and its Scope 3 greenhouse
gas emissions from waste generated in operations|(Category 5).

{EZIEQ.A public sector entity applies paragraph AG1.79 of this [draft] Standard. It measures its Scope 3
greenhouse gas emissions from the upstream transportation of equipment and waste generated in
operations. The entity determines these Scope 3 greenhouse gas emissions to be Category 4—
upstream transportation and distribution and Category 5—waste generated in operations| in
accordance with the Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard
(2004). The entity considers whether disaggregation of its Category 4 and Category 5 Scope 3
greenhouse gas emissions is required to meet the requirements in this [draft] Standard (paragraphs
B.AG54-B.AG55).

{E8-IE10. In relation to Category 4—upstream transportation and distribution, the entity considers
that:

(@) Its greenhouse gas emissions in relation to this category account for 20% of its total disclosed
Scope 1, Scope 2 and Scope 3 greenhouse gas emissions

(b) It has committed to the optimization of transport routes by 20x0;

(c) It has set specific supplier engagement targets for reducing Category 4 greenhouse gas
emissions; and

(d) Its supply chain is located in jurisdictions with nationally determined contributions, and, as a
result, suppliers are subject to increasingly strict emissions-related regulations and taxation
policies.

{EQ.IE11]. In relation to Category 5—waste generated in operations, the entity considers that:
(@) It has a three-year plan to reduce emissions from waste;
(b)  The jurisdiction has raised concerns on health hazards from waste incineration, and has set

a national road map to reduce emissions from waste for public sector entities; and
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from purchased goods and services
its waste management services are
outsourced to private companies to handle waste collection, recycling, and disposal services. The
entity learns that these private companies have high Scope 1 emissions
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requirement in the [draft] Standard that prohibits information from being aggregated if doing so
would obscure information that is material.

1E23-1E25. For the reasons outlined in paragraphs |E21-IE24, the entity determines that
disaggregating information about CO2 and N20O emissions from purchased goods and services is
necessary to provide material information to primary users of general purpose financial reports.

1E24-1E26. The entity discloses its greenhouse gas emissions in accordance with paragraph 17(a) of
the [draft] Standard and decides to include a table to supplement the disclosure of its Scope 3
greenhouse gas emissions, as illustrated in Table 5.

Table 4: Disclosure excerpt of Scope 3 Category 1 greenhouse gas emissions disaggregated by
constituent gases

Greenhouse gas emissions (metric tonnes CO2ze)

20X1 20X0
Carbon dioxide 46,000 48,000
Nitrogen oxide 1,000 1,020

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

{E25:1E27. A public sector entity discloses its greenhouse gas emissions in relation to its own
operations in accordance with paragraph 17(a). The entity performs a range of public sector
functions, including a policy setting function and a service delivery function.

IE28. 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, particularly from the
increase in number of new employees in this policy design function starting from its establishment.

1E26:1E29. Although the [draft] Standard does not explicitly require disaggregation by function, the
entity considers the requirement in the [draft] Standard that prohibits information from being
aggregated if doing so would obscure information that is material.

1E27ZIE30. For the reasons outlined in paragraphs IE27-1E29, the entity determines that
disaggregating information about its absolute greenhouse gas emissions by function in its own
operations is necessary to provide material information to primary users of general purpose
financial reports.

1E28IE31. The entity discloses its greenhouse gas emissions in accordance with paragraph 17(a) of
this [draft] Standard. In particular, the entity refers to paragraph 17(a)(vi)a and determines 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 CO2e¢)

Function 20X1 20X0
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Scope 1 Scope 2 Scope 3 Scope 1 Scope 2 Scope 3
Policy Design 1,900 2,080 4,820 - - -

Service Delivery 12,000 6,300 15,000 11,500 7,000 14,000

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

IE33.

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

IE35.

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.

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

IE38.

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

IE39.

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.

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 programs

1E29:1E40. 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 paragraph 7,
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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.

1E30:IE41. 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 greenhouse gas emissions;

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

(c) Increased emissions from insulation manufacturing when businesses produce more
insulation, leading to increased greenhouse gas 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
greenhouse gas emissions.

1E31:1E42. 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.

1E32.1E43. Next, the entity considered which of these material outcomes that have an impact on the
economy, environment and people, occur as a result of, or are reasonably attributable to the public
policy program. 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.

1E33:IE44. Therefore, the entity concluded that IE41(a), reduced electricity use, is within 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

1E34-|EA45. 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.

1E35.IE46. 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.

1E36.IE47. 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:
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(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:
® 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.

1E3#IEA4S8. 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 AG2.37(b)). To estimate policy scenario emissions, the same emissions estimation
methodology is used, but the assumed parameter values in the policy scenario are different:

(@) 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).

1E38:IE49. 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 CO:elyear.

1E39.IESO. The entity took a forward-looking approach to assess and estimate the outcomes, which is
a greenhouse gas 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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