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Rapid evolution of the sustainability reporting landscape

Two complementary developments happening in the sustainability reporting landscape
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https://medium.com/@eddie.hc.tsui/a-deep-dive-into-the-draft-esrs-1-general-requirements-a-comprehensive-guide-to-sustainability-93020173ca80

Existing key reporting standards

Principal frameworks and current ESG standards

TCFD* GRI

Task Force on :
_ Global Reporting . ,
Climate-related o Sustainability Accounting
Initiative

Financial Disclosures Standards Board

Internationally accepted

. . . Encourages entities to make
accounting and financial

Industry-based disclosure topics

. disclosures regarding climate- Enables entities to report on a .
reporting standards related to . o . ) and metrics most useful for
_ related financial risks, with broad set of relevant ESG issues. .
Greenhouse Gas Emissions . investors
Purpose focus on investors.
(GHG)
Emissions GHG: Comprehensive set of disclosures  Set of disclosure topics and
* Scope 1: on-site generation Focused on building consistent for entities to report their metrics in line with the identified
* Scope 2: purchase of energy climate-related disclosures. performance and impact on sustainability material issues for
Focus areas * Scope 3: value chain Society and Environment. 77 industries

Note: *Currently under International Sustainability Standard Board’s (ISSB) monitoring
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IFRS Foundation and a new International Sustainability Standards Board (ISSB)
ISSB as the global standard-setter to develop a comprehensive global baseline for sustainability disclosure standards

On 3 November 2021 at the UN global summit COP26, the IFRS Foundation
Trustees formally announced three significant developments:

O 1 Formation of a new International Sustainability Standards Board
(ISSB)

O 2 Commitment to consolidate the Climate Disclosure Standards
Board (CDSB) and the Value Reporting Function (VRF) into the
new ISSB board by June 2022

O 3 General Requirements (IFRS S1) and Climate-related Disclosures
(IFRS S2) issued by ISSB in June 2023

» The finalized standards are subject to ISSB’s independent due process
(follows the IFRS Foundation’s established due process, same as for the
IASB)

» Builds on existing technical standards and frameworks of the CDSB and
the VRF (which houses the Integrated Reporting Framework and the
SASB Standards), along with TCFD recommendations and the WEF IBC’s
Stakeholder Capitalism Metrics

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

Revised IFRS Constitution — The ISSB to sit alongside the IASB
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https://www.ifrs.org/content/dam/ifrs/publications/pdf-standards-issb/english/2023/issued/part-a/issb-2023-a-ifrs-s1-general-requirements-for-disclosure-of-sustainability-related-financial-information.pdf?bypass=on
https://www.ifrs.org/content/dam/ifrs/publications/pdf-standards-issb/english/2023/issued/part-a/issb-2023-a-ifrs-s2-climate-related-disclosures.pdf?bypass=on

The International Sustainability Standards Board (“ISSB”)
Background

* The Trustees of the IFRS Foundation announced the formation of the International Sustainability Standards Board (ISSB) on 3 November 2021 at COP26 in
Glasgow, following strong market demand for its establishment.

* The creation of the ISSB involved the consolidation of the Climate Disclosure Standards Board (CDSB) and the Value Reporting Foundation, which
governed materials from the Sustainability Accounting Standards Board (SASB) and the International Integrated Reporting Council (IIRC).

Consolidated into the IFRS Foundation

INTEGRATED SASB Seciamrs '
> o Smoaros @5 TCPD|

ISSB Standards build off market-leading
frameworks and standards

BEK3IFRS

Sustainability

Source: |IFRS Foundation
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https://www.ifrs.org/groups/international-sustainability-standards-board/

Designed for Communication with Investors

International
Accounting
Standards
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Standards

International IFRS
Sustainability Sustainability
Standards Disclosure

Board Standards
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Increased focus of financial impacts of ESG

Understanding the link between financial reporting and sustainability reporting:

FINANCIAL REPORTING SUSTAINABILITY REPORTING

Sustainability disclosures for
the financial markets
Information outside the financial
statements that assists in the

interpretation of a complete
set of financial statements or

Information (qualitative

Financial Statements improves users' ability to make iti
Information about the reporting better economic decisions. a;,iﬁ?}?]@?;] ab?;t ar":h
entity's assets, liabilities, equi o e
h.r ’ - equity, economy, environment, and
income and expenses. Financial risks/opportunities people
related to the impacts of the Information forms :
reporting entity's activities. and input for
identifying financial
Financial risks/opportunities risks/opportunities

unrelated to the impacts of the and making
reporting entity's activities. financial materiality
judgements.

Extracted from GRI perspective: business case for environment and society

2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.



IFRS standards within the reporting system

- .- - . Jurisdictional
Sustainability reporting (multi-stakeholder focus) requirements

!/ GRI Standards

B FRS

Sustainability-related financial disclosures (investor focus) Sustainability

B3 IFRS

Accounting

Financial reporting (investor focus)
Other GAAP

Integrated Reporting

2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.
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IFRS Sustainability Disclosure Standards (IFRS SX)

IFRS S1 and IFRS S2 were issued in June 2023 with the objective to develop globally accepted sustainability reporting standards within the existing financial
reporting framework. These standards also aimed to provide consistent and comparable information on an organisation’s ESG performance, sustainability—related
risks and opportunities, ESG performance, and the potential financial impacts of sustainability issues. By embedding sustainability within financial reporting, ISSB
aims to enhance transparency, accountability and decision-making for stakeholders.

IFRS Sustainability Disclosure Standards

Standards focused on matters critical to the Consistent structure in ISSB 1 and 2, applied TCFD
way an entity operates structure to set out core content areas

Governance

Presentation

(General requirements)
Strategy

Risk Management

Themes Industry
(First: climate) (Disclosures specific to
an industry)

Metrics & Targets

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved. 13



IFRS Sustainability Disclosure Standards (IFRS SX)

IFRS Proposed Sustainability Disclosure Standards

The ISSB builds on the TCFD recommendations and incorporate industry-based requirements derived from SASB Standards

IFRS S1 | General Requirements for Disclosures of Sustainability-related Financial Information

General sustainability disclosures:

Provide material information about the entity’s exposure to

sustainability related risks and opportunities. Judgements,

Uncertainties
and Errors

Core Content General

Objective & Conceptual

(4 Pillars) Requirements

Scope Foundations

Help users of general-purpose financial reporting make decisions
about whether to provide economic resources to the entity.

IFRS S2 | Climate-related Disclosures

Specific requirements to enable Metrics and targets:
consistent and comparable e Cross-industry metrics, including
disclosures greenhouse gas emissions.
* Industry-specific metrics, based

* Physical & Transition planning on SASB Standards.

risks ' _ * New proposed metrics,
* Scenario analysis. including financed emissions.
* Financial effects of climate-

related risks and opportunities.

14
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The regional regulatory landscape for climate-disclosure is rapidly evolving

Sustainability reporting is an important part of tackling climate-change e Commision Mooy 6 Ropulation Ach
3: Institute of Indonesia Chartered Accountants 6: Australian Government — Treasury
Singapore In July 2023, ACRA and SGX RegCo launched a public Malaysia: Discussions on the proposed ISSB standards are underway

between the Securities Commission, Bank Negara Malaysia, Bursa
Malaysia and the Malaysian Accounting Standards Board?.

consultation to advance climate reporting in Singapore, proposing
ISSB-aligned reporting for listed issuers from financial year 20251,

: The Institute of Indonesia Chartered
Accountants issued a comment letter in response to
the ISSB standards that “supports the aspiration for a
comprehensive global baseline for the disclosure of
sustainability-related financial information and
climate related disclosures” 3.

Hong Kong: The Hong Kong Stock Exchange launched
a public consultation in April 2023, proposing
mandates on ISSB-aligned reporting as soon as 20244

Japan: The Sustainability Standards Board of Japan Australia: In a consultation paper released in June 2023, the Australian
announced it will finalise sustainability disclosure government is seeking views on the design and implementation of
requirements based on the ISSB standards by 31 March standardised and internationally-aligned reporting requirements. The
20255, consultation paper stated their intention to align with the ISSB standards

as far as practicable. These requirements could apply as soon as financial
year 2024-2025 for large corporations®.

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved. 15


https://www.sgx.com/regulation/public-consultations/20230706-consultation-paper-recommendations-sustainability
https://www.sc.com.my/resources/speeches/opening-remarks-at-the-outreach-session-on-the-issbs-ifrs-sustainability-disclosure-exposure-drafts
https://web.iaiglobal.or.id/Berita-IAI/detail/iai_support_issbs_proposed_standards_for_disclosure_of_sustainability-related_and_climate-related_information
https://www.hkex.com.hk/News/Regulatory-Announcements/2023/230414news?sc_lang=en
https://www.regulationasia.com/japan-sets-timeline-for-domestic-implementation-of-issb-standards/#:~:text=Japan%20Sets%20Timeline%20for%20Domestic%20Implementation%20of%20ISSB%20Standards,-By%20Editors%2C%20Regulation&text=Japan%20will%20issue%20draft%20sustainability,standards%20by%2031%20March%202025.
https://treasury.gov.au/sites/default/files/2023-06/c2023-402245.pdf

i)

June 2023
IFRS S1
IFRS*® Sustainability Disclosure Standard

IFRS S1
General Requirements for
Disclosure of Sustainability-related

Financial Information

©2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.



IFRS S1: General Requirements for Disclosure of Sustainability-related Financial Information
Snapshot

IFRS S1 | General Requirements for Disclosure of Sustainability-related Information

Contents of IFRS S1 Overview:

v'Asks for disclosure of material information about sustainability-related risks
and opportunities with the financial statements, to meet investor information
needs (including lenders and other creditors)

Objective

Scope
v'Applies TCFD architecture whenever providing information about

sustainability

@ Governance Strategy
Risk management Metrics and targets

v'Requires industry-specific disclosures: SASB

Conceptual Foundations

Core Content

General Requirements

Judgements, uncertainties
and errors v'For matters other than climate (IFRS S2) refers to sources to help companies

(e.g. SASB) identify sustainability-related risks and opportunities and
information

v'Can be used in conjunction with any accounting requirements (GAAP)

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved. 17



IFRS S1: General Requirements for Disclosure of Sustainability-related Financial Information

Conceptual foundation in more detail

Reporting Entity (B38)

Requires that sustainability-related financial disclosures shall be for the same reporting entity as the related financial statements

Sustainability-related risks and
opportunities

Overview(B1-B5)

Requires entity to disclose information about all
sustainability related risks and opportunities that could
affect entity’s cash flows and its access to finance over
short, medium or long term

Identification(B6-B7)

Entity shall use reasonable and supportable information
that is available to the entity at the reporting data to:

1. ldentity the sustainability related risks and
opportunities that could affect entity prospects

2. Determine the scope of its value chain

Included Section Whgre Requirements
to find

Requires entity to disclose material information about sustainability

Supportable Information/Reassessment

of the scope of risk(B8-B12)
Reasonable and supportable information shall cover
factors that are specific to the entity as well as general
conditions in the external environment

On occurrence of significant event entity shall reassess all
affected sustainability risks throughout its value chain

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

Materiality ?311': related risks and opportunities that are expected to affect entity’s
prospects (stakeholder, society and natural)
Identifying 819 In identifying material information, entity shall apply, the
material )8 requirements of IFRS Sustainability Disclosure Standard that applies to
information that sustainability risk and opportunity
Materiality . When entity applies IFRS Sustainability Disclosure Standards, it shall
Aggregation and . . . . .
disaggregation/La B29- consider all facts and decide thV to aggregatg mforma'tlop. Entity §ha|l
w or regulation B37 not reduce the understandability by obscuring material information
with immaterial information unless law or regulation specify it
Core content Provide information in a manner that enable users to understand
(Gov/Strategy/Ris connections between items and between disclosures provided by
k Mgt./Metrics) entity
B39- . . . . -
g B4 Provide insight into information between i) disclosure on governance,
Financial strategy, risk management and metrics & targets and financial
Statement statement and ii) between narrative information and quantitative
information
Connected Data & 842 Provide necessary explanations and cross references using consistent
information  Assumption data, assumptions and units of measure
When currency is specified as the unit of measure, entity shall use the
Currency

presentation currency




IFRS S1: General requirements for Disclosure of Sustainability-related Financial Information
Core Content

Unless another IFRS Sustainability Disclosure Standard permits or requires otherwise, an entity shall provide disclosures about:

Governance Strategy Risk management Metrics and targets

The governance processes, The approach for addressing
controls and procedures the sustainability-related risks and

The processes the entity used Information used to assess,
to identify, assess and manage manage and monitor the

entity uses to monitor and opportunities that could affect | sustainability-related risks. entity’s performance in relation

manage sustainability-related
risks and opportunities.

to sustainability-related risks
and opportunities over time.

the entity’s business model and
strategy over the short,
medium and long term.

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved. 19



Governance

To achieve this objective, an entity shall disclose information about the governance body or bodies (which can
The objective of sustainability- include a board, committee or equivalent body charged with governance) with oversight of sustainability

related risks and opportunities, and information about management’s role in those processes.

related financial disclosures on
governance is to enable users of
general  purpose  financial

Specifically, an entity shall disclose information about:

The governance body(s) (which can include How responsibilities for sustainability- How the body(s) or individual(s) determines
reports to understand  the a board, committee or equivalent body related risks and opportunities are reflected whether appropriate skills and
governance processes, controls charged with governance) or individual(s) in the terms of reference, mandates, role competencies are available o.r will b.e

. responsible for oversight of sustainability- descriptions and other related policies developed to oversee strategies designed to
and procedures an ent’ty uses related risks and opportunities. applicable to that body(s) or individual(s). respond to sustainability-related risks and
to monitor, manage and opportunities;.
oversee susta/nablllty-related How and how often the body(s) or How the body(s) or individual(s) takes How the body(s) or individual(s)
risks and opportunities individual(s) is informed about into account sustainability-related risks oversees the setting of targets related

sustainability-related risks and and opportunities when overseeing to sustainability-related risks and
opportunities the entity’s strategy, its decisions on opportunities, and monitors progress
major transactions and its risk towards those targets, including
management processes and related whether and how related performance
policies, including whether the body(s) metrics are included in remuneration
or individual(s) has considered trade- policies.
offs.

Governance

Strategy

Risk management

A description of management’s role in assessing and managing sustainability-related risks and opportunities, including whether

Metrics & that role is delegated to a specific management-level position or committee and how oversight is exercised over that position or
targets committee. The description shall include information about whether dedicated controls and procedures are applied to

management of sustainability related risks and opportunities and, if so, how they are integrated with other internal functions.

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved. 20



Strategy
Objective

The objective of sustainability-
related financial disclosures on
strategy is to enable users of
general purpose financial
reporting to understand an
entity’s strategy for addressing
significant sustainability-related
risks and opportunities.

Governance

Strategy

Risk management

Metrics &
targets

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

To achieve this objective, an entity shall disclose information about:

The sustainability-related risks and opportunities that could reasonably be expected to affect the

entity’s prospects.

The effects of significant sustainability-related risks and opportunities on its business model
and value chain.

The effects of significant sustainability-related risks and opportunities on its strategy and
decision-making.

The effects of significant sustainability-related risks and opportunities on its financial position,
financial performance and cash flows for the reporting period, and the anticipated effects
over the short, medium and long term—including how sustainability-related risks and
opportunities are included in the entity's financial planning.

The resilience of its strategy and its business model to those sustainability-related risks.

21



Strategy

Sustainability-related risks and opportunities

Governance

Strategy

Risk management

Metrics &
targets

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

Sustainability-related risks and opportunities

An entity shall disclose information that enables users of general purpose financial reporting to understand
the sustainability-related risks and opportunities that could reasonably be expected to affect the entity’s
business model, strategy and cash flows, its access to finance and its cost of capital, over the short, medium
or long term. Specifically, the entity shall:

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

b) specify the time horizons—short, medium or long term—over which the effects of each of those
sustainability-related risks and opportunities could reasonably be expected to occur; and

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

Short-, medium- and long- term time horizons can vary between entities and depend on many factors,
including industry-specific characteristics, such as cash flow, investment and business cycles, the planning
horizons typically used in an entity’s industry for strategic decision-making and capital allocation plans, and
the time horizons over which users of general purpose financial reports conduct their assessments of
entities in that industry.

22



Strategy
Business model and value chain

S1.32

Governance

Strategy

Risk management

Metrics &
targets

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

Business model and value chain

An entity shall disclose information that enables users of general purpose financial reports to understand
the current and anticipated effects of sustainability-related risks and opportunities on the entity’s business

model and value chain. Specifically, an entity shall disclose:

a) adescription of the current and anticipated effects of sustainability-related risks and opportunities on
the entity’s business model and value chain; and

b) a description of where in the entity’s business model and value chain sustainability-related risks and
opportunities are concentrated (for example, geographical areas, facilities and types of assets).).

23



Strategy

Strategy and decision-making

e Strategy and decision-making

$1.33

Governance

Strategy

Risk management

Metrics &
targets

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

An entity shall disclose information that enables users of general-purpose financial reports to understand
the effects of sustainability-related risks and opportunities on its strategy and decision-making. Specifically,
an entity shall disclose:

a) how the entity has responded to, and plans to respond to, sustainability-related risks and opportunities
in its strategy and decision-making;

b) the progress against plans the entity has disclosed in previous reporting periods, including quantitative
and qualitative information, and

c) trade-offs between sustainability-related risks and opportunities that the entity considered.

~

For example, in making a decision on the location
of new operations, an entity might have considered
the environmental impacts of those operations and
the employment opportunities they would create in
a community.

- J 2




Strategy

Financial position, financial performance and cash flows

Governance

Strategy

Risk management

Metrics &
targets

An entity shall disclose information that enables users of users of general-purpose financial reports to understand:
(a) the effects of sustainability-related risks and opportunities on the entity’s financial position, financial performance and cash flows for the
reporting period (current financial effects); and,

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

Financial position, financial performance and cash flows

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

a) how sustainability-related risks and opportunities have affected its financial position, financial performance and cash flows for the reporting
period;

b) the sustainability-related risks and opportunities identified in paragraph 35(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 sustainability-related
risks and opportunities, 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
sustainability-related risks and opportunities.

When preparing disclosures on the financial impact of sustainability-related risks or opportunities, an entity should utilize reasonable and supportable information
available at the reporting date, considering the entity's skills, capabilities, and resources.

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

If the entity is unable to disclose quantitative information, it must explain why; and Provide qualitative information, including identifying affected line items and
totals in the financial statements, regarding the financial effects of a sustainability-related risk or opportunity. Additionally, provide quantitative information about
the combined financial effects of the risk or opportunity with others, unless it is deemed unhelpful.

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved. 25



Strategy

Resilience

Governance

Strategy

Risk management

Metrics &
targets

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

Resilience

An entity shall disclose information that enables users of general purpose financial reporting to understand
its capacity to adjust to the uncertainties arising from sustainability-related risks. An entity shall disclose a
qualitative and, if applicable, a quantitative analysis of the resilience of its strategy and cash flows in relation

to its significant sustainability-related risks, including how the analysis was undertaken and its time horizon.

When providing quantitative information, an entity can disclose single amounts or a range.

Other IFRS Sustainability Disclosure Standards may specify the type of information an entity is required to
disclose about its resilience to specific sustainability-related risks and how to prepare those disclosures,
including whether a scenario analysis is required

26



Risk management

The objective of sustainability-related financial disclosures on risk management is to enable users of general purpose
financial reporting to understand the process, or processes, by which sustainability-related risks and opportunities are

identified, assessed and managed. These disclosures shall enable users to assess whether those processes are integrated
into the entity’s overall risk management processes and to evaluate the entity’s overall risk profile and risk management
processes.

To achieve this objective, an entity shall disclose information about:

The processes and related policies it uses to identify sustainability-related risks and opportunities, including:

The processes it uses to identify sustainability-related risks for risk management purposes, including when applicable:

* the input parameters it uses (for example, data sources, the scope of operations covered and the detail used in
assumptions)

* whether and how the entity uses scenario analysis to inform its identification of sustainability-related risks;

Governance * how the entity assesses the nature, likelihood and magnitude of the effects of those risks (for example, whether the entity

considers qualitative factors, quantitative thresholds or other criteria);

Strategy

* whether and how the entity prioritises sustainability-related risks relative to other types of risk;
Risk management * how the entity monitors sustainability-related risks; and

* whether and how the entity has changed the processes it uses compared with the previous reporting period;

Metrics &
targets The processes it uses to identify, assess, prioritize and monitor sustainability-related opportunities.

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

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.




Metrics and targets

Metrics

Governance

Strategy

Risk management

Metrics &
targets

The objective of sustainability-related financial disclosures on metrics and targets is to enable users of general-purpose financial reports
to understand an entity’s performance in relation to its sustainability-related risks and opportunities, including progress towards any
targets the entity has set, and any targets it is required to meet by law or regulation.

An entity shall disclose, for each sustainability-related risk and opportunity that Metrics disclosed by an entity applying
could reasonably be expected to affect the entity’s prospects: (a) metrics required |l paragraphs 45-46 shall include metrics
by an applicable IFRS Sustainability Disclosure Standard; and (b) metrics the entity Jll associated with particular business models,
uses to measure and monitor: (i) that sustainability-related risk or opportunity; |l activities or other common features that
and (ii) its performance in relation to that sustainability-related risk or [l characterize participation in an industry.
opportunity, including progress towards any targets the entity has set, and any

targets it is required to meet by law or regulation. entity has set, and any targets

it is required to meet by law or regulation.

When a metric has been developed by an entity, it shall disclose:

how the metric is defined, including whether it is derived by adjusting a metric taken from a source other than IFRS
Sustainability Disclosure Standards and, if so, which source and how the metric disclosed by the entity differs from the metric
specified in that source.

whether the metric is an absolute measure, a measure expressed in relation to another metric or a qualitative measure (such as a red,
amber, green—or RAG—status)

Whether measurement of the metric is validated by a third party, if so, which party.

the method used to calculate the metric and the inputs to the calculation, including the limitations of the method used and the
significant assumptions made.

If an entity discloses a metric taken from a source other than IFRS Sustainability Disclosure Standards, the entity shall identify the
source and the metric taken (Para 49 of IFRS S1)

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved. 28



Metrics and targets

Targets
An entity shall disclose information about the targets it has set to monitor progress towards achieving its strategic goals,
and any targets it is required to meet by law or regulation. For each target, the entity shall disclose:

o The metric used

e The specific quantitative or qualitative target the entity has set or is required to meet;
9 The period over which the target applies;
0 The base period from which progress is measured

e Any milestones or interim targets.

G Performance against its disclosed targets and an analysis of trends or significant changes in its performance

o Revisions to its targets and the explanation for those revisions
Governance

Strategy An entity shall label targets using meaningful, clear and precise names and description.

The definition and calculation of metrics, including metrics used to set and monitor targets, shall be consistent over time. If a

Risk management
metric or target is redefined or replaced, an entity shall:

Metrics &

targets a) disclose a revised comparative amount, § b) explain the c) explain the reasons for those changes, including why the

unless it is impracticable to do so changes redefined or replacement metric provides more useful information
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Source of Guidance:

To identify relevant risks and opportunities
and what information to disclose, a
company uses ISSB standards and shall
consider: SASB standards

Examples of guidance that a company may

also consider:

* GRI Standards

* Industry practice

* Materials of investor-focused standard
setters

* CDSB Framework Application Guidance

* European Sustainability Reporting
Standards

Al

SASE STANDARDS

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

IFRS S1: General requirements for Disclosure of Sustainability-related Financial Information
General Requirements

Timing & Location of Disclosures:

Financial statements and sustainability
disclosures published at the same time, but
with transitional relief in the first year of
reporting

Disclose information as part of its general
purpose financial reporting

Comparative Information

To disclose comparative information in
respect of the previous period for all metrics
disclosed in the current period

Also asks for comparatives on narrative and
descriptive information if useful to investors



IFRS S2
Climate-related Disclosures

©2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

EE3IFRS

Sustainability

June

IFRS S2

IFRS*® Sustainability Disclosure Standard

Climate-related Disclosures

International Sustainability Standards Board
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IFRS S2: Climate Related Disclosures
Core Content

Based on the TCFD recommendations

More specific requirements to enable consistent and

comparable disclosures, for example:

* Transition planning.

e Scenario analysis.

* Financial effects of climate-related risks and
opportunities.

Metrics and targets:
Cross-industry metrics, including greenhouse gas
emissions.
Industry-specific metrics, based on SASB
Standards.
Qualitative and quantitative targets and metrics
set by entity
New proposed metrics, including financed
emissions.

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

Governance

Strategy

Risk management

Metrics &
targets

32



IFRS S2: Climate Related Disclosures

Core Content- Examples of Key Disclosures (Non-Exhaustive)

@ Governance

* Body(s) or individual(s) responsible for oversight
of climate-related risks and opportunities

 Ensuring appropriate skills and competencies

* How and how often the body(s) or individual(s)
are informed about climate-related risks and
opportunities

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

Strategy

* Strategy and decision making, including
transition plans

* Effects of climate on financial position,
financial performance and cash flows

* Climate resilience, using scenario analysis

will be explained in greater detail in the next slides

@ Governance
Strategy

Risk
management

@ Metrics and
targets
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Governance

IFRS S2: Climate Related Disclosures

Strategy
Core Content- Examples of Key Disclosures (Non-Exhaustive)

Risk
management

Metrics and
targets

® PO

Strategy: Current and anticipated financial effects

The effects of climate-related risks and opportunities on a company’s current and anticipated financial performance, financial
position and cash flows

A company is required to disclose both quantitative and qualitative information. The quantitative information may be a single
amount or a range

A company can provide qualitative rather than quantitative information when:

* Not separately identifiable;

There is a high level of measurement uncertainty; or

For anticipated effects, this is not commensurate with the company’s skills, expertise and resources

The use of all reasonable and supportable information available to the company without undue cost or effort; and

The use of an approach that is commensurate with the company’s available skills, capabilities and resources.
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IFRS S2: Climate Related Disclosures

Core Content- Examples of Key Disclosures (Non-Exhaustive)

‘ Strategy: Climate Resilience

Governance
Strategy

@

The resilience of a company’s strategy and business model to climate-related changes, developments and uncertainties

e Building on TCFD material, IFRS S2 includes application guidance on how to apply scenario analysis

* The guidance requires

* amethod of climate-related scenario analysis commensurate with a company’s circumstances

* the use of all reasonable and supportable information that is available to a company at the reporting date without undue

cost or effort
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TCFD’s stages of progression

Just beginning

Qualitative scenario
narratives to help
management explore the
potential range of climate-
related implications, using a
more focused boundary
such as a critical business
unit or specific commodity
inputs

Gaining experience

Scenarios and associated
analysis using quantitative
information to illustrate
potential pathways and
outcomes, ideally for the
entity and its operations as
a whole

Advanced experience

Greater rigour and
sophistication in the use of
data sets and mathematical
models to support statistical
analysis and quantitative,
entity-specific outputs

management

Metrics and
targets
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IFRS S2: Climate Related Disclosures

Core Content- Examples of Key Disclosures (Non-Exhaustive)

Risk management Metrics and targets

« Processes and related policies it uses to identify, * GHG emissions (Scopes 1, 2, and 3) using GHG Protocol
assess, prioritise and monitor climate-related * Financial metrics related to climate-related transition and
risks and opportunities physical risks, climate-related opportunities, and capital

deployment

 Extent to which, and how, these processes are
integrated into the entity’s overall risk
management process. * Industry-based disclosures

* Internal carbon prices

* Climate-related targets

* Whether and how climate-related considerations are factored
into executive remuneration and the related percentage

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

@ Governance
Strategy

Risk
management

@ Metrics and
targets
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Governance

IFRS S2: Climate Related Disclosures

Strategy
Core Content- Examples of Key Disclosures (Non-Exhaustive)

Risk
management

Metrics and
targets

OXICIO

Metrics and targets: Climate-related Targets

Scope 3 GHG emissions disclosure, across 15 categories, when the information is material.

Companies with emission associated with investment (or other forms of financing) are required to report financed emission.
Applies to asset management, commercial banks and insurance.

Disclose the climate-related targets a company has set, as well as those it is required to meet by law or regulation

* The characteristics of each target;

How the company sets and reviews each target; and

The company’s performance against each target.
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Effective date and Reliefs
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Effective dates and reliefs
Effective dates

Z Effective for annual reporting periods beginning on or after 1 January 2024

Temporary reliefs

IFRS S1 and S2 final version

Temporary relief allowing a company to elect to report on only climate-related risks and opportunities in accordance with IFRS S2 in the first year it applies
IFRS S1 and IFRS S2 and to report in full on its sustainability-related risks and opportunities from the second year

Other temporary reliefs in the first annual reporting period:
(a) disclose comparative information;
(b) report sustainability-related financial disclosures at the same time as a company’s financial statements;

(c) apply the GHG Protocol Corporate Standard to measure GHG emissions under specific conditions (example, alternative GHG emissions measurement
already in place by the reporting entity) and

(d) disclose Scope 3 GHG emissions, including the requirements for companies that have asset management, commercial banking or insurance activities
to provide additional information about financed emissions.
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Effective dates and reliefs

Other reliefs

IFRS S1 and S2 final version

GHG emissions

Proportionality

Relief for companies that are required in their jurisdiction/stock exchange to use an alternative GHG measurement method to the
GHG Protocol Corporate Standard to use that alternative method (Jurisdictional requirement)

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

Example from Application Guidance
* Reporting entity’s reporting period g Reporting periods of entities in the value chain of the reporting entities

* Relief applicable on the condition that;

(a) 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.

Use of ‘reasonable and supportable information available without undue cost or effort’
Disclosure of financial effects not required if company is unable to provide them
* Scenario analysis commensurate with company’s circumstances

Guidance on sources of information (eg Scope 3)
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IFRS SX VS Other ESG disclosure standards
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Comparison between IFRS S1&S2 and GRI(1/2)

Management Approach Component

U DO -
Governance Structure Y Y Y
G Governance Selection Y Y Y
overnance Takes Into Account Sustainability Risk and opportunities Y Y Y
Conflict of interest Are Prevented Y
Entity’s Strategy Y Y Y
Current & Anticipated Affects Y Y Y
Sustainability Related Risks Y Y Y
Strategy How its business strategy aim to prevent negative impacts and achieve positive impacts Y Y Y
The effects of sustainability-related risks and opportunities on the entity’s financial Y Y
position
Policy commitments Y
Processes to remediate negative impacts Y Y Y
Processes and related policies the entity uses to identify, assess, prioritise and monitor Y Y Y
sustainability-related risks
Risk Whether and how the entity uses scenario analysis to inform its identification of Y Y
Management sustainability-related risks
How the entity assesses the nature, likelihood and magnitude of the effects of those risks Y Y Y
Mechanisms for seeking advice and raising concerns Y
Compliance with laws and regulations Y Y Y
Metrics required by an applicable IFRS Sustainability Disclosure Standard Y Y
Metrics & Targets |If a metric has been developed by an entity, the entity shall disclose information Y Y
The targets it has set to monitor progress towards achieving its strategic goals Y Y Y
The organization’s activities, products, services, and markets served Y
Report the total number of employees, and a breakdown of this total by gender and by Y
Activities & Workers | region
Report the total number of workers who are not employees and whose work is Y
controlled by the organization and describe
Stakeholder Information about the organization stakeholder engagement practices Y
engagement

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.
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Comparison between IFRS S1&S2 and GRI(2/2)

Usage of Standards / Disclosure Requirement

Usage of Standards

Investor Focused

I1) FRS S1: Allow users to understand how entity’s ability to generate cash flows over the short, medium and long term is linked to the interactions between entity and its
stakeholders throughout the value chain 2) IFRS S2:Inform users in making decisions related to providing resources to the entity

Stakeholder Focused

GRI: Provide transparency on how an organization contributes or aims to contribute to sustainable development
D 0 e Red 0 e o & R D

Describe sustainability-related risks and opportunities that could reasonably be expected Y Y Y

to affect the entity’s prospects

Specify the time horizons over which the effects of sustainability-related risks and Y Y

Sustainability o
opportumtles are expected to occur

Related Risk and

. Explain how the entity defines ‘short term’, ‘medium term’ and ‘long term’ and how Y Y
Opportunity

these definitions are linked to the planning horizons

Draw on objective information and authoritative measures on sustainable development Y
to report information about its impacts
Disclose material information about the sustainability related risks and opportunities that Y Y Y
could reasonably be expected to affect entity’s prospects

Describe process it follow to determine material topics Y Y Y

Specify the stakeholders and experts whose views have informed the process of Y

LA determining its material topics,

How it has prioritize the impacts for reporting based on their significance Y

To identify material information an entity shall apply, the requirements of the IFRS Y Y
Sustainability Disclosure Standard that applies to that sustainability-related risk

Shall describe the actual and potential, negative and positive impacts Y

Describe actions taken to manage the topic and related impacts

Management - - ; - ,
& Report information about tracking the effectiveness of the action taken

<|=<|=<|=<

Approach Report whether the organization is involved with the negative impacts through its

activities or as a result of its business relationships
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Common Challenges and Next Steps

Key Challenges Key Recommendations
EE3IFRS

Sustainability

» Data availability, especially with 1) Diagnose:

IFRS S1
';R“mqb”:'“idldf regard to Scope 3 emissions * Review the ISSB standards, identify key gaps and
Seseplesd pencinormater implications as well as assess the impact on existing
reporting frameworks.
- *  Absence of standardized 2) Assess:
EEIFRS methodologies for scenario « Review current gaps, peer comparison and

analysis and financial impact el BEnE G

ety i s quantification « Determine material climate and sustainability risks

B with impact on enterprise value.

3) Plan:

* Technical knowledge and . . _ _
* Develop the climate action strategy involving phases,

Inernationsl Sustanabitty Stand expertise KPls, milestones, governance, financing and an
ambitious but realistic transition plan
«  Transition planning from other * Enhance organizational capacity to govern and
reporting standards or carbon manage climate and sustainability risk
accounting methodologies * Adopt credible standards to measure, monitor and
report progress
o 4) Communicate:

* Communicate the strategy and its implementation and
implement a strategic review process
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Existing key reporting standards

Principal frameworks and current ESG standards

TCFD

m Taskforce on Nature-related
EE Financial Disclosures

TNED GRI
Taskforce on Nature-
related Financial
Disclosure

TCFD*

Task Force on
Climate-related
Financial Disclosures

Global Reporting
Initiative

Sustainability Accounting
Standards Board

Purpose

Focus areas

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

Internationally accepted
accounting and financial
reporting standards
related to Greenhouse
Gas Emissions (GHG)

Emissions GHG:

* Scope 1: on-site
generation

* Scope 2: purchase of
energy

* Scope 3: value chain

Encourages entities to
make disclosures
regarding climate-related
financial risks, with focus
on investors.

Focused on building

consistent climate-related

disclosures.

Provides a set of disclosure

recommendations to
report and act on nature
related dependencies

Focus on integrating
nature into business
decision making

Enables entities to report
on a broad set of relevant
ESG issues.

Comprehensive set of
disclosures for entities to
report their performance

and impact on Society and

Environment.

Industry-based disclosure
topics and metrics most
useful for investors

Set of disclosure topics
and metrics in line with
the identified
sustainability material
issues for 77 industries

Note: *Currently under International Sustainability Standard Board’s (ISSB) monitoring



Taskforce on Nature-related Financial Disclosure (TNFD)
Recommendations for nature-related financial disclosure, announced September 2023

_ Key Risk Drivers
TNFD Mission

The TNFD was launched to develop a framework to quantify the financial exposure that natural

capital loss presents to organisations and help companies make informed and robust decisions @
based on the natural capital and environmental opportunities and risks. e
Climate change Land/ freshwater/ Resource use/ Pollution/ Invasive alien

ocean use change replenishment pollution removal species '""ﬂd:-'l"‘t'ﬂn"
removal

TNFD recommendations includes 14 recommended

Examples of Metrics
disclosures across four main pillar:

Indicator

IR rasitorce on Nature-rolated tnfd.global
EE Financial Disclosures

Governance
Disclose the organization's governance of nature-
related dependencies, impacts, risks and opportunities

Recommendations
of the Taskforce on
Nature-related

Financial Disclosures
Extent of ocean ecosystem
Example: use change (km?) by type of
Strategy Extent of ocean use change ecosystem and business
Disclose the effects of nature related dependencies on R aciivity
the organization's business model :
Volume of wastewater (m?) and concentration
of key pollutants (mg/litre) — Total
i Example: Volume of wastewater (m®) and concentration
Risk & Impact management Wastewater discharged — of key pollutants (mg/litre) — Freshwater
Describe the processes used by the organization to
. . . . Freshwater Volume of wastewater (m?) a_nd concentration
identify, assess and monitor nature related impacts of key pollutants (mgflitre) - Other
Quantity (tonnes) of high-risk
. natural commodities sourced
Metrics & ta rgets form land, by commodity
. . Example:
Disclose the metrics and targets used to assess and m Taskforce on Nature-related High-risk natural commedities Quantity (tonnes) of high-risk
. . Financial Disclosures e
manage material nature—related dependencies EE ' sourcedfrom land natural commoities sourced
d from land under a sustainable
Lan management plan or
certification programme

Source: 1.IFRS (2023) Transfer of Responsibilities 2. TNFD(2023) Executive summary 3. TNFD(2023) LEAP Approach 4. TNFD(2023) TNFD Recommendation
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https://www.ifrs.org/news-and-events/news/2023/07/foundation-welcomes-tcfd-responsibilities-from-2024/
https://tnfd.global/wp-content/uploads/2023/09/Executive_summary_of_the_TNFD_recommendations.pdf
https://tnfd.global/wp-content/uploads/2023/08/Guidance_on_the_identification_and_assessment_of_nature-related_Issues_The_TNFD_LEAP_approach_V1.1_October2023.pdf?v=1698403116
https://tnfd.global/wp-content/uploads/2023/08/Recommendations_of_the_Taskforce_on_Nature-related_Financial_Disclosures_September_2023.pdf?v=1695118661

TNFD: Leap Approach Overview

LEAP is an internal due diligence assessment process which is helpfull for the identification and assessment of their nature related
issue allowing the entity to take effective action to better manage their impacts, dependencies and risk

The interface with nature

Evaluate
Dependencies & impacts

Assess
Risks & opportunities

ﬁ? To respond & report

L1 Span of the business
model and value chain

What are our organisation's activities by sector and
value chain? Where are our direct operations?

Dependency and
impact screening

Which of these sectars, value chains and direct
operations are associated with potentially moderate
and high dependencies and impacts on nature?

Interface
L3 with nature

Where are the sectors, value chains and direct
operations with potentially moderate and high
dependencies and impacts located?

Which biomes and specific ecosystems do our direct
operations, and moderate and high dependency and
impact value chains and sectors, interface with?

L4 Interface with
sensitive locations

Which of our organisation's activities in moderate and
high dependency and impact value chains and sectors
are located in ecologically sensitive locations?

And which of our direct operations are in these
sensitive locations?

Identification of environmental

assets, ecosystem services
and impact drivers

What are the sectors, business processes or activities to be
analysed? What environmental assets, ecosystem services
and impact drivers are associated with these sectors,
business processes, activities and assessment locations?

=) Identification of
dependencies and impacts

What are our dependencies and impacts on nature?

Dependency and impact

measurement

What is the scale and scope of our dependencies
on nature?

What is the severity of our negative impacts on
nature? What is the scale and scope of our positive
impacts on nature?

E4 Impact materiality
assessment

Which of our impacts are material?

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.
Source: TNFD(2023) The LEAP Apporeach

Al Risk and opportunity
identification

What are the corresponding risks and opportunities
for our organisation?

Adjustment of existing risk
Vi mitigation and risk and
opportunity management

What existing risk mitigation and risk and opportunity
management processes and elements are we

already applying?

How can risk and opportunity management processes

and associated elements (e.g. risk taxonomy, risk
inventory, risk tolerance criteria) be adapted?

Risk and opportunity
XN measurement and
priaritisation
Which risks and opportunities should be prioritised?

Risk and opportunity
A4 materiality assessment

Which risks and opportunities are material and
therefare should be disclosed in line with the
TNFD recommended disclosures?

P1 Strategy and resource
allocation plans

What risk management, strategy and
resource allocation decisions should be
made as a result of this analysis?

Target setting and
P2 performance
management

How will we set targets and define and
measure progress?

P3 Reporting

What will we disclose in line with the TNFD
recommended disclosures?

P4 Presentation

Where and how do we present our
nature-related disclosures?
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Updates on Key Global Reporting Standards

TCFD Update GRI Update

From 2024, the IFRS Foundation will take over responsibilities Universal standards review

from TCFD including capacity building and monitoring progress  Updated Universal Standard (2021) — Effective Jan 2023
towards the use of high-quality disclosure * GRI1-Requirements and principles

* GRI 2 - About reporting organization
* GRI 3 - Reporting organization’s material topics

— ISSB takeover monitoring of TCFD —

The ISSB has built from and consolidated the market-leading Sector standards review
investor-focused sustglnablllty—reportlng |n|t|at|ves. to deliver . GRI 11: Oll and Gas Sector 2023 — Effective Jan 2023
the ISSB Standards, with the TCFED recommendations at the *  GRI 12: Coal Sector 2023 — Effective Jan 2024
heart of this. As such, the ISSB welcomes the FSB's request *  GRI13: Agriculture, Aquaculture and Fishing Sectors
, . p gy 2023 — Effective Jan 2024
to transfer the TCFD’s monitoring responsibilities to the ISSB « GRIXX : Mining— Started 2022
from 2024 and the opportunity to build on TCFD'’s legacy. * GRIXX: Financial Services — Started 2023

* GRI XX : Textiles and Apparel — (on hold)

Topic standards review

* GRI XXX : Biodiversity — Started 2021
* GRI XXX : Labor— Started 2022
*  GRI XXX : Climate Change — Started 2022

Including a review of
GRI 302: Energy 2016,
GRI 305: Emissions 2016, and

) e o ™ : GRI 201: Economic Performance 2016
TCFD i |FRS *  GRIXXX : Economic Impacts — Started 2023

e GRI XXX : Pollution — to be started

TCFD =

Source: 1.IFRS (2023) Transfer of Responsibilities 2. TNFD(2023) Executive summar
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What is a Taxonomy?

Taxonomy is a classification of sustainable activities which play a key role in shaping the future of sustainable finance

|
\\

What is a Taxonomy

* Taxonomy is a sets of sustainability criteria or sustainability classifications for
economic activities and products, including goods and services.

F Aaaiinttamasts. W

Usage of Taxonomy

* Providing technical criteria, terminologies, thresholds, tools and/or labels to
identify sustainable activities

* Lead to a clearview on environmental or social performance
* Some of taxonomies focus only on the environmental aspects

* Many of taxonomies cover both green and social elements to different extents to
classify the activities as sustainable

7 AR DU ™
Characteristics of a taxonomy

[

Not a mandatory list of “potential” investments

* Aflexible classification tool that adapts to different investment styles and
strategies

* Based on latest scientific and industry experience

D .‘ ks 1 ) % ‘i?m\ -R‘;'

* Dynamic, responding to changes in technology, science, industry and data =

/]

Main component of general Taxonomy

The structure of most taxonomies contains 4 layers:

Objectives
Goals and ambitions:
The selection of sectors,

activities, and criteria are
focused on achieving the
defined objectives.

Sectors

Include all sectors,
except for those
that are not
climate
compatible.

Objectives

Sectors

Activities
Eligible activities
should be determined
by their contribution
towards achieving the
objectives.

Activities

Screening Criteria
Should be based on
science, should be
binary and easily
guantifiable.

Screening Criteria

® /

Traffic Light System

*Note: Japan issued basic guidelines on climate transition finance — not a taxonomy

Source: BOT (2023). Thailand Taxonomy Phase 1, ICMA (2021). Taxonomies and Nomenclatures Guidance, BIS (2021), A taxonomy of sustainable finance taxonomies, Natixis (2021). Sustainable Taxonomy development worldwide, CBI (2022). New report: Global Green Taxonomy Development, Alignment, and

Implementation
© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.
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https://www.bot.or.th/content/dam/bot/financial-innovation/sustainable-finance/green/Thailand_Taxonomy_Phase1_Jun2023_EN.pdf
https://www.icmagroup.org/assets/documents/Sustainable-finance/Taxonomies-and-Nomenclatures-Guidance-March-2021-18032021.pdf
https://www.bis.org/publ/bppdf/bispap118.pdf
https://gsh.cib.natixis.com/our-center-of-expertise/articles/sustainable-taxonomy-development-worldwide-a-standard-setting-race-between-competing-jurisdictions
https://www.climatebonds.net/2022/03/new-report-global-green-taxonomy-development-alignment-and-implementation

Thailand Taxonomy: Environmental Objectives and Focused Sectors
The Taxonomy Phase 1 focuses on achieving climate change mitigation by targeting the energy & transportation sectors

6 environmental objectives

Energy & transportation — priority sectors for the pilot Taxonomy

Mitigation is the focus, while other objectives will be developed in further phase

Sectors were selected through expert assessment,
1. Climate Change Mitigation guantitative measures, as well as viability of
5 decarbonization technologies, based on:

Substantial contribution of the sectors and
activities to the key objectives of the taxonomy

June

2. Climate Change Adaptation

The evaluation of multiple parameters: such as

‘ﬁ' 3. Sustainable use and Protection AT R z @ GHG emission profile, contribution to GDP,
\‘ of marine and water resources share of FDI, the eligibility for green bonds, etc.

4. Protection and Restoration /

of biodiversity and ecosystems

Later phases

The scope of focus is limited to the Energy sector and Transportation sector, given its:

5 Pollution Prevention and Control v’ Significant share of the country’s GHG emissions

v Small share of the country’s FDI — signaling their insufficient investments for
decarbonization

6. Resource Resilience and Transition Energy sector Transportation sector

to a Circular Economy e e e o o o o o o e e '
Real estate and Waste

1 1
; Other sectors Manufacturing  Agriculture RS Managementi
1
1

Source: BOT (2022). GreenDirectionalPaper, BOT (2023). Thailand Taxonomy Phase 1
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USABILITY GUIDELINE OF
THAILAND TAXONOMY

1 — List your activities | Break the
entity/project into activities

2 — Check the coverage| Define activities
from the breakdown

3 — Color your activities| Categorize the
activities, see if they are in line with
green/amber criteria defined in the
Taxonomy

Thailand Taxonomy and Supplementary Tools
Supplementary tools include: Usability guideline, excel tools and business guide & case studies

EXCEL TOOL: ACTIVITIES
THRESHOLDS AND
CRITERIA

1 — Activities | Activities includes solar, wind,
hydropower, bioenergy and marine energy
generation. Other activities includes heating
and cooling distribution, transmission and
distribution networks for renewable and low
carbon gases, etc.

2 — DNSH Criteria| “Do No Significant Harm”
principle is applied to the taxonomies with
multiple objectives in order to make sure

BUSINESS GUIDE,
CASE STUDIES, AND
FAQS

1 — User Guidance | 1) Break down
company/project operations into different
economic activities 2) align the resulting
activities with the table of economic
activities 3) assess activities performance
against the technical screening criteria 4)
assess activities compliance with the DNSH
and MSS 5) prepare the assessment report

2 —Use Case

Green finance instruments

that one objective does not cause damage to

4 — Do no harm to others| Define whether other objectives Dataprocessing
activities that meet criteria also meet DNSH ;

Structure incentives

3 — MSS Criteria| “Minimum Social
Safeguards” ensure that the eligible asset

does not generate a negative social impact by
observing and recognizing the “International \

and MSS requirements

Applications

5 — Conclude the evaluation| Prepare a final
conclusion and Supplementary reports

Financial market Finance and refinance
development Enables
with taxonomies. easy veri

Labor Organization core conventions”

parency and acts as a guide for
ustainable projects

Channel investments

Source: BOT(2023) Thailand Taxonomy e B i - i
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Zoom in: Thailand Taxonomy

Assessing Thailand Taxonomy alignment can be done through the following 3 steps

o
@@ ®0Se

o Activity breakdown

1) Breakdown company operations into
different economic activities

Technical
Screening Criteria

2) Assess activities’ performance against
the Technical Screening Criteria

e DNSH & MSS

®,.06.0

Source: BOT (2023). Thailand Taxonomy Phase 1

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

3) Ensure compliance with Do No
Significant Harm (DNSH) & Minimum
social safeguards (MSS)
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Step 1: Break down company operations into different economic activities
Criteria and Steps in determining sustainability of activities according to Thailand Taxonomy

Example of the activity breakdown

Transportation Sector
Sector itself is a useful unit for GDP calculation but too broad to apply criteria/thresholds

Entity A
Entities within a sector are different based on activities they operate

Activity 1
Each entity operates several activities such activities are granular
enough to apply criteria/thresholds

0 Activity breakdown

Activity breakdown & mapping

Based on the ISIC-4 code system, the energy and transport Transportation:

sectors could be further disaggregated into the main types H491 | Transport via railways

of activities.
H492 | Other land transport

@ @ Energy: H493 | Transport via pipeline
@ D351 | Electric power generation, transmission and distribution H501 | Sea and coastal water transport

D352 | Manufacture of gas; distribution of gaseous fuels H502 | Inland Water transport

D353 | Steam and air conditioning supply C3312| Repair of Machinery

Source: Bank of Thailand (2022). Thailand Taxonomy

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.
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Step 2: Assess activities’ performance against the Technical Screening Criteria (1/3)
Criteria and Steps in determining sustainability of activities according to Thailand Taxonomy

Jqor
. . Jop
Understanding the Traffic Light System <e[
Taxonomy use the traffic light system that * Red: currently not compatible with net-zero
distinguishes: trajectory

* Green: operating at or close to net-zero trajectory
: facilitating emissions reductions

Assess the activity against in 2 technical assessment i.e., sectoral, and activity level thresholds.

c Assess sectoral threshold

Technical
Screening Criteria

Sunset date;
no transition
1 allowed after it

Transition space

0" 0%"

Source: Bank of Thailand (2022). Thailand Taxonomy

U
Pper boundary of net-zerq Pathway

Pathway to Net-Zero space

Emission intensity per unit of production

Net-Zero technologies threshold

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.
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Step 2: Assess activities’ performance against the Technical Screening Criteria (2/3)
Criteria and Steps in determining sustainability of activities according to Thailand Taxonomy

o Assess activity level threshold  Assess selected activities against the technical screening criteria specified in the taxonomy for each activity.

sector (8 activities) sector (6 activities)

Other passenger Urban and suburban Solar energy generation Wind energy generation Hydropower generation
land transport passenger land transport

v
( N J e e
Freight transport by road Enabling infrastructure for Sea and coastal Geothermal power Bioenergy generation Energy production

low emission transport water transport generation and production from natural gas

Legend:
® © @ Available thresholds/ criteria
v/ Use with sectoral threshold

[ N )

Inland water transport  Retrofitting of sea and coastal

freight and passenger water
Source: Bank of Thailand (2022). Thailand Taxonomy
tra nsport

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.
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Step 2: Assess activities’ performance against the Technical Screening Criteria (3/3)

Example of Energy sector activity: Electricity generation from renewable non-fossil gaseous and liquid fuels, including
green hydrogen

Construction and operation of electricity generation facilities that produce electricity using gaseous and liquid fuels of renewable origin, including green
hydrogen. This activity does not include electricity generation from the exclusive use of biogas and bioliquid fuels.

* Life-cycle GHG emissions from the generation of electricity Thresholds for certain energy sector activities, gCO,./kWh
must be lower than Green Activities threshold

« Life-cycle GHG emissions are calculated based on project Activities 2022-2025 2026-2030 2031-2035 2036-2040  2031-2045*  2046-2050*

e e
N

g
\J g

specific data, where available, using ISO 14067:2018 or 100 100 100 100 50
ISO 14064-1:2018 or ISO 14064-2:2019 or equivalents

* Quantified life-cycle GHG emissions are verified by an Amber 381 225 191 148 N/A

independent third party.
- >381 >225 >191 >148 >50

Note: All thresholds are subject to review every three to five years in accordance with new data and technological development.

Lifecycle emission intensity meets declining * Post-sunset dates, amber certification is no longer available
amber thresholds for the Energy Sector with a

prescribed sunset date.

144

SN

* The activities that are not compliant with green or
amber criteria are non-compliant.

Source: BOT (2023). Thailand Taxonomy Phase 1
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Step 3: Ensure compliance with DNSH & MSS

Criteria and Steps in determining sustainability of activities according to Thailand Taxonomy

e DNSH & MSS

®,.06.0

Source: Bank of Thailand (2022). Thailand Taxonomy

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

o Do No Significant Harm (DNSH) Principles

e Minimum Social Safeguards (MSS)

* Climate change adaption

* Protection of water and marine
resources

* Waste reduction, recycling &
transition to a circular economy

* Pollution prevention and control

* Protection and restoration of
biodiversity & ecosystems

J

Key Remark

Environmental and social risks and
impacts

Labour and working conditions
Community Health and Safety

Land Acquisition and Involuntary
Resettlement

Indigenous Peoples

Cultural Heritage

* Taxonomy-aligned activity must comply with MSS and DNSH;

* If the activity passes relevant technical screening and metrics, but not comply with
DNSH and MSS, the company must submit the plan indicating how it will correct the
deficiencies, to be considered eligible for green or amber category
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Will be developed under phase 2

Next steps of taxonomy development and potential enforcement
The next focuses of Thailand Taxonomy Phase 2, and case study of EU study on alignment reporting for Fls

Plan for the development of Thailand Taxonomy

Case Study of EU Taxonomy Development

6 environmental objectives

Mitigation is the focus, while other objectives will be developed in further phase

. o The reduction of GHGS emitted
L ilnzile G e e as the result of human activity
@ 2. Climate Change Adaptation

3. Sustainable use and Protection Deals with sustainable
of marine and water resources development of coastal areas

—

Thailand substantially reduce the
adverse impact of climate change

. 4. Protection and Restoration Preventing the loss of plants and
of biodiversity and ecosystems living species

Help the country prevent and
control pollution on all levels

@ 5. Pollution Prevention and Control

6. Resource Resilience and Transition

Maximize resource productivity

to a Circular Economy

1 Other sectors Manufacturin Aericulture Real estate and Waste
{to be developed ¢ » E - Construction ~ Management

@ Financial Institutions’ KPI

* The EU Taxonomy requires all firms to report Key Performance
Indicators (KPIs) which is giving way to the more stringent Corporate
Sustainability Reporting Directive (CSRD).

* |n 2024, FIs are expected reporting on alignment to taxonomy KPI.

* Firms to report the KPI in Universal Registration Document (URD),
Annual Report, and Sustainability report

Green Asset Ratio (GAR)

GAR is the KPI for FI & shows the proportion of exposures related to a finance
institution’s taxonomy-aligned activities compared to its total assets.

Assets and investments in aligned activities

GAR =

Total covered assets

Source: BOT (2022). GreenDirectionalPaper, BOT (2023). Thailand Taxonomy Phase 1, : EU Technical Expert group (2020). Taxonomy: Final report of the Technical Expert

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.
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Other Green Taxonomy
Taxonomy with environmental objectives & sector coverage wider than Thailand Taxonomy phase 1

ASEAN Taxonomy
for Sustainable

Finance

(Ver.2 published
Mar 2023)

Environmental objectives (EO)

Oompadrd € dlld

Other criteria

Sectoral scopes

v’ Climate change mitigation

v’ Climate change adaptation

v’ Sustainable use and protection of water
resources

v’ Transition to a circular economy

v’ Pollution prevention and control

v’ Protection and restoration of biodiversity and
ecosystems

* Do no significant harm (DNSH)
* Remedial measures to transition
* Social Aspects

Focus Sectors

1.
2.

o v AW

Agriculture, forestry & fishing
Electricity, gas, steam and air
conditioning supply

Manufacturing

Transportation & storge

Water supply, sewerage, waste mgmt.
Construction & real estate

)

CBI Taxonomy
(As of 2023)

v’ Climate change mitigation
v’ Climate change adaptation

To obtain the certification from CBI for use of proceeds
debt instruments, assets, entities, and sustainability-
linked debt instruments aligned with CBI taxonomy
* Alignment with ‘Broader social and environmental
alignment’ including:
* Contribution to the Just transition
* Risk of negative environmental or social
externalities
* Identification and monitoring systems in place
to monitor the risks
* Escalate mitigation or compensation measures

8 categories of sector criteria with
45 sector criteria

® N DU AW

Energy

Transport

Water

Buildings

Land use & marine resources
Industry

Waste

ICT (currently under development)

Remark: Environmental objectives & sector covered by Thailand taxonomy phase 1

Source: 1.ASEAN(2023). ASEAN Taxonomy, 2.World Bank Group(2020). Developing a National Green Taxonomy: A World Bank Guide, 3.CBI(2021). Climate Bonds Taxonomy, 4. CBI(2023). Checklist for Entity Certification
© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.
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Opportunities, Risks, and Preparation associated with Thailand Taxonomy

There are 3 main sectors related to environmentally sustainable investments

Financial
Institution

Opportunities

More investment on reliable environmental
data

Increase access to lower cost of
environmentally sustainable projects

Participation in the growing market and
diversify their portfolios with green assets

Enhancing new business opportunities

Taxonomy reporting enhance stakeholder trust
and attract environmentally investors

Assessment environmental risks associated with
the lending and investment portfolios

Issuing green bonds to support sustainable
projects

Giving a competitive edge in the market

Taxonomy reporting can attract green
investment funds

Source: Deloitte (2022). Primer of Thailand Taxonomy, Adenza (2023). EU Taxonomy: A regional ESG initiative with a global impact

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.

Risks

Failure to comply with the taxonomy lead to
financial penalties

Misrepresenting the environmental impact
called greenwashing

The volatility market is adjusted by the
taxonomy's requirements

Inaccurate data of reports can expose to
reputational and regulatory risks

Failure to offer sustainable investment may
loss of market share or missed opportunities.

Additional costs to align the operations with
the taxonomy's criteria

Making more challenging for certain
businesses to access financing

The accuracy and reliability of reporting

Preparation

Look for transparency and accuracy of data

Monitor sustainability targets, transitioning to
sustainable practices, and reporting

Overseeing taxonomy implementation and
compliance

Evaluate the institution's current sustainability
practices

Reporting data on environmental performance

Ensure the strategy business plan and aligns
with the long-term objectives

Enhance the data management on
environmental performance

Establishing sustainable practices & KPIs
through reporting and disclosure
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Summary
Points to follow in developments of Sustainability Disclosure Standards

* Follow the development of ISSB’s reporting standards (IFRS Sx), as it may
become a global baseline for sustainability disclosure.

— IFRS Foundation is in the process of approving the review of SASB Standards, expected to be
announced by the end of 2023

* Getready for climate-related disclosure (IFRS S2 & TCFD), the structure of IFRS
S2 & TCFD disclosure may become the norm for Climate-related disclosures in
many jurisdictions.

* GRIremain key global sustainability standards

— Updated Universal Standard is enforced this year (2023), which highlights various core
methodology changes, including human rights-integrated in impact consideration and
double materiality

— Various on-going projects for sector standards and topic standards developments

— GRIl is working closely with ISSB for interoperability of the two standards

© 2023 Deloitte Touche Tohmatsu Jaiyos Co., Ltd. All rights reserved.
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