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BACKGROUND

The International Sustainability Standards Board (‘ISSB’) has issued
its inaugural IFRS® Sustainability Disclosure Standards in June 2023.
This is a key milestone for the ISSB in its efforts to enhance faith
and confidence in a company’s sustainability-related disclosures for
investment decisions alongside the financial statements. With the
launch of the IFRS Sustainability Disclosure Standards, the ISSB is
gearing up with a series of guidance materials for companies
adopting the IFRS Sustainability Disclosure Standards, as well as
encouraging countries to adopt the ISSB™ standards at jurisdiction
level.

The European Commission has adopted the European Sustainability
Reporting Standards (‘ESRS’) for use by all companies subject to the
Corporate Sustainability Reporting Directive (CSRD). The final set of

standards brings in multiple changes including significant transitional

relief.

EXECUTIVE SUMMARY

The ISSB issued the first two
sustainability standards in late
Q2 2023 and is now focusing on
supporting companies to
implement the sustainability
disclosure standards at country
level.

The European Commission has
adopted the first set of ESRS.
The revised standards include,
amongst others, updates on
materiality and introduce
significant transitional relief.

This publication provides a ‘snapshot’ of sustainability reporting developments as of 31 July 2023 for
select jurisdictions with a focus on standards being developed by the ISSB, and those being developed for

use by entities in the European Union and the United States.
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BDO will issue periodic ISR Bulletins as sustainability standards are evolving quickly. Although it is
comprehensive, this summary is not exhaustive and does not include all standard setting activities of the
ISSB and other organisations.

On 26 June, the ISSB issued IFRS S1 General Requirements for Disclosure of Sustainability-related
Financial Information (IFRS S1) and IFRS S2 Climate-related Disclosures (IFRS S2). The first two IFRS
Sustainability Disclosure Standards will become effective for annual periods beginning on or after 1
January 2024, however, jurisdictions must first endorse the standards or otherwise bring them into law in
order for them to become effective, and they may choose a later effective date. The ISSB has stated they
will provide guidance and introduce programmes that support those applying its standards as market
infrastructure and capacity is built.

In its bid to support the companies applying IFRS S1 and IFRS S2, the ISSB will permit entities that apply
the standards to only make disclosures about climate-related risks and opportunities in the first year of
adoption, with disclosure of all sustainability-related risks and opportunities beginning in the second year
of adoption. This transition relief has no effect on the application of the requirements in IFRS S2.
Consequently, comparative information for climate-related financial information would be required in the
second year of application. The relief will enable companies to focus initial efforts on ensuring they meet
investor information needs around climate change, prioritising to provide high-quality, decision-useful
information about climate-related risks and opportunities in the first year of reporting using the IFRS
Sustainability Disclosure Standards.

BDO has released ISR Bulletin 2023/03 summarising the first two IFRS Sustainability Disclosure Standards
issued by the ISSB. The publication may be accessed here.

The ISSB has published several documents to support the adoption of IFRS S1 and IFRS S2. Over time the
Board mentioned creating a library of resources to help companies apply the IFRS Sustainability Disclosure
Standards. Some of these are:

e Basis for conclusions on IFRS $1 which summarises the considerations in developing the requirements
in IFRS S1

e Basis for conclusions on IFRS S2 which summarises the considerations in developing the requirements
in IFRS S2

e Effects analysis which describes the likely benefits and costs of IFRS S1 and IFRS S2

e |FRS - Ten things to know about the first ISSB Standards

e High level and deep dive webcasts on IFRS S1 and IFRS S2

e Comparison—IFRS S2 with the TCFD Recommendations

e |FRS for SMEs Accounting Standards on how and when to consider climate-related matters in their
financial statements.

e Webcast on Connections between accounting and sustainability disclosures

The ISSB published the Request for Information Consultation on Agenda Priorities (‘RFI’) on 4 May 2023 to
seek feedback on its priorities for its 2024-2026 work plan. The objective of this RFl is to ask all those
interested in sustainability-related financial reporting for their views on:

e The strategic direction and balance of the ISSB’s activities;

e The suitability of criteria for assessing which sustainability-related matters (including topics,
industries and activities) to prioritise and add to the ISSB’s work plan; and

e The scope and structure of potential new research and standard-setting projects.

The shortlisted topics include: (i) biodiversity, ecosystem, and ecosystem services, (ii) human capital, (iii)
human rights and (iv) integrated reporting of financial and non-financial - including sustainability-related -
information. The consultation will close on 1 September 2023 and the ISSB intends to discuss the feedback
received in the fourth quarter of 2023.


https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fglobal-www.bdo.global%2Fgetmedia%2Fe60dafd8-451b-4510-9480-34f18e81baba%2FISRB-2023-03-IFRS-S1-and-IFRS-S2.pdf.aspx&data=05%7C01%7CKajori.Chakraborty%40bdo.global%7Cee8d3f6a4bd145b1b52308db794007d6%7Ce6504ea0d81945c0b8c664690f272b63%7C0%7C0%7C638237088184978489%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=7gcK9sRki1FdwWFLL0HBX3f9E3lAKp1ec3sb240Rqc4%3D&reserved=0
https://www.ifrs.org/content/dam/ifrs/publications/amendments/english/2023/issb-2023-c-basis-for-conclusions-on-ifrs-s1-general-requirements-for-disclosure-of-sustainability-related-financial-information-part-c.pdf
https://www.ifrs.org/content/dam/ifrs/publications/amendments/english/2023/issb-2023-c-basis-for-conclusions-on-ifrs-s2-climate-related-disclosures-part-c.pdf
https://www.ifrs.org/content/dam/ifrs/project/general-sustainability-related-disclosures/effects-analysis.pdf
https://www.ifrs.org/news-and-events/news/2023/06/ten-things-to-know-about-the-first-issb-standards/
https://www.ifrs.org/supporting-implementation/supporting-materials-for-ifrs-sustainability-disclosure-standards/
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/ifrs-s2-comparison-tcfd-july2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/smes/smes-effectsclimaterelatedmatters-may2023.pdf?mkt_tok=NTIwLVJYUC0wMDMAAAGMN31S5mcfic8nF61J3X3QPgtO6SBV_zNH_9y1rKhy5Ur1K_ixrl3Wg9TOe2KKAX1xzW1IlkSyH8PjAPeTJ5J6I1bPHI2luf-zcFqAf6v8aAqaRxwF1A
https://www.ifrs.org/news-and-events/news/2023/07/watch-webcast-on-connections-between-accounting-and-sustainabiliy-disclosures/
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In an aim to align the climate-related Sustainability Accounting Standards Board (‘SASB’) standards with
IFRS S2, the ISSB has developed a staff paper to approve amendments relating to revising the SASB
standards with the industry-based guidance in 52 and adding disclosure topics and metrics on the topic of
financed emission. The ISSB has published an exposure draft Methodology for Enhancing the International
Applicability of the SASB Standards and SASB Standards Taxonomy Updates in May 2023 that aims to
improve the international applicability of the SASB standards by focusing on updating references to
jurisdiction-specific laws and regulations in the SASB standards. Comments were due by 9 August 2023.

Latest news post launch of inaugural sustainability disclosure standards IFRS S1 & S2

The International Accounting and Auditing Standards Board (‘IAASB’) previously announced it would
accelerate its development of a global sustainability assurance standard. In June 2023, the IAASB
approved an exposure draft (‘ED’) for proposed International Standard on Sustainability Assurance (‘ISSA’)
TM 5000, General Requirements for Sustainability Assurance Engagements (ED-5000). When approved,
ISSA 5000 will be the most comprehensive sustainability assurance standard available to all assurance
practitioners across the globe. The exposure draft may be accessed here. Stakeholders have until
December 1, 2023, to provide feedback and insights. The final standard will be issued before the end of
2024.

The Financial Stability Board (‘FSB’) has asked the IFRS Foundation to take over the monitoring
responsibilities of the progress on companies’ climate-related disclosures from the Task Force on Climate-
related Financial Disclosures (‘TCFD’) from 2024. The ISSB, after the publication of its inaugural standards
- IFRS S1 and IFRS S2, is now working to support the effective implementation of the standards, including
capacity building and monitoring progress towards the broad use of high-quality disclosures. The press
release from the IFRS Foundation can be found here. The ISSB has published a comparison of IFRS S2 with
the TCFD recommendations, illustrating that companies will not need to produce an additional TCFD
report as the IFRS Sustainability Disclosure Standards incorporate the recommendations of the TCFD.

The International Organization of Securities Commissions (‘l0SCO’) has announced its endorsement of the
ISSB’s IFRS Sustainability Disclosure Standards - IFRS S1 and IFRS S2. 10SCO has noted that after a detailed
analysis, it has determined that the ISSB Standards are appropriate to serve as a global framework for
capital markets to develop the use of sustainability-related financial information in both capital raising
and trading and for the purpose of helping globally integrated financial markets accurately assess relevant
sustainability risks and opportunities.

The European Commission has adopted the ESRS under the Corporate Sustainability Reporting Directive
(‘CSRD’), marking a major step towards the implementation of the law, with reporting set to begin for
some companies as soon as the 2024 financial year.

The European Financial Reporting Advisory Group (‘EFRAG’), as a technical advisor to the European
Commission, submitted the first set of twelve draft ESRS to the European Commission late last year.
Following its own process, the European Commission submitted the Delegated Act on the first set of ESRS
for a 4-week period of public feedback which ended in July 2023.

The European Commission published the revised set of ESRS in June, proposing multiple changes to the
original draft ESRS release in November 2022, bringing in significant transitional reliefs. The European
Commission invited feedback on the proposed requirements with the feedback period which closed on 7
July 2023.


https://www.iaasb.org/focus-areas/understanding-international-standard-sustainability-assurance-5000
https://www.ifrs.org/news-and-events/news/2023/07/foundation-welcomes-tcfd-responsibilities-from-2024/
https://www.ifrs.org/news-and-events/news/2023/07/ifrs-foundation-publishes-comparison-of-ifrs-s2-with-the-tcfd-recommendations/
https://www.iosco.org/news/pdf/IOSCONEWS703.pdf
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Subsequently, the Commission adopted the ESRS on 31 July, for use by all companies subject to the CSRD.
The revised set of ESRS are available here.

The European Commission, EFRAG and the ISSB have worked jointly to improve the interoperability of
their respective climate-related disclosure requirements in the overlapping climate disclosure standards
and plan to work on interoperability guidance material that could assist entities in navigating between the
standards and to understand where there are incremental disclosures required by only one set of
standards. This will lead to a very high degree of alignment, reduced complexity and duplication for
entities wishing to apply both the IFRS Sustainability Disclosure Standards and ESRS.

Following is a high-level summary of the major changes made by the European Commission from the
original draft ESRS issued in 2022:

Materiality

Phasing-in of certain
requirements

Making certain
disclosures
voluntary

Flexibility in certain
disclosures

Coherence with EU
legal framework

Editorial and
presentational
modifications

All standards, disclosure requirements and data points will be subject to
materiality assessment, except for the disclosure requirements in ‘General
disclosures’ ESRS 2.2(a).

In the previous draft of ESRS, numerous disclosures and data points were
required regardless of materiality if they related to information required by
entities to meet certain EU laws (e.g., the Sustainable Finance Disclosure
Regulation - ‘SFDR’).
Undertakings or groups not exceeding 750 employees may omit:
e Scope 3 greenhouse gas emissions in the first year
e Social topical disclosures in: (1) ESRS S1 Own workforce for the first year;
and (2) ESRS S2, S3 and S4 for the first two years
e All disclosure requirements in ESRS E4 Biodiversity and ecosystems in the
first two years

All undertakings or groups may:

e Omit anticipated financial effects related to non-climate environmental
standards (ESRS E2, E3, E4 and E5) in the first year;

e Omit certain own workforce disclosures (e.g., social protection, persons
with disabilities, work-related ill-health, and work-life balance) in the
first year;

e Provide qualitative disclosures in place of quantitative information
concerning certain environmental disclosures for the first three years.

Certain disclosures that were proposed to be mandatory in the previous draft
ESRS are now voluntary, including:

e Biodiversity transition plans

e Certain indicators about ‘non-employees’ in the undertaking’s workforce

e Explanation of why the undertaking may consider a particular
sustainability topic to not be material

Certain disclosure requirements have greater flexibility, including:

e The financial effects arising from sustainability risks and on engagement
with stakeholders;

¢ Methodology used for materiality assessment;

e Modified datapoints on corruption, bribery and whistle-blowers that
might have been considered to infringe on the right not to self-
incriminate

Technical modifications to ensure better alignment with other provisions in the
Accounting Directive and other relevant pieces of legislation (e.g., the Pay
Transparency Directive).

Editorial and presentation changes have been made to improve the standards’
clarity, usability, and coherence.


https://ec.europa.eu/finance/docs/level-2-measures/csrd-delegated-act-2023-5303-annex-1_en.pdf
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Previously on 5 January 2023, the Corporate Sustainability Reporting Directive (‘CSRD’) entered into force.
This new directive modernises and strengthens the rules concerning the social and environmental
information that companies must report. See ISR Bulletin 2023/01 for a summary of the requirements.

The CSRD will soon apply to large companies listed in the European Union where these companies will
have to disclose their business strategy on sustainability, and any sustainability targets they have set and
indeed progress they make towards them.

To have more reliable and comparable information and to also rule out greenwashing, this information
disclosed by companies has to undergo assurance.

See ISR Bulletin 2022/05 for further information about the proposals included in the current text of the
CSRD.

JURISDICTIONAL UPDATE - UNITED STATES

According to the SEC’s Spring 2023 Regulatory Flexibility Agenda, the
agency has delayed action on final rules addressing climate change
disclosure, cybersecurity risk governance, and enhanced ESG disclosure 2

for investment advisers and funds until October 2023. In addition, the F\E?r:]ag: g;;?tg?ﬁ;ﬁ::eﬂgﬁf f;(:ﬂ
SEC has postponed issuing proposed rules addressing human capital October 2023. It has been
management and corporate board diversity until October 2023 and April
2024, respectively.

BDO’s Insight

The SEC’s has delayed action on
final rules addressing climate

observed that certain aspects of
its proposed requirements are
similar in many aspects to the

- . . ; disclosure recommendations in the
proposed rule requiring publicly traded companies to step up their e Ty T -

In 2022, the U.S. Securities and Exchange Commission (SEC) published a

reporting on climate-related risks. The proposed rules drew over
numerous comments and the SEC had indicated that it planned to finalise
the rule in April.

of many of the disclosure
requirements in IFRS S2.

The SEC is still considering the scope of the rule, particularly whether to include scope 3 (supply chain)
emissions in reporting requirements.

The proposed rules would be applicable to both domestic and foreign registrants and would require
significantly enhanced climate-related disclosures in registration statements and annual reports (e.g., on
Form 10-K). The proposed financial statement disclosures would be presented in a footnote to the
consolidated financial statements, while the other disclosures would be presented in a separately
captioned section of the filing prior to management’s discussion and analysis (MD&A). Registrants would
be required to electronically tag both the qualitative and quantitative disclosures in Inline XBRL.

Refer ISR Bulletin 2023/01 for a summary of these proposals.

Many of the proposals, including phase-in of Scope 3 disclosures and assurance on disclosures is based on
the filing status of an entity. See BDO USA’s detailed summary of the proposed rule and significant
anticipated impacts here.


https://www.bdo.global/getmedia/4e85da78-a295-4aae-9a74-a922910ca195/ISRB-2023-01-31-December-2022-year-end-sustainability-reporting-update.pdf.aspx
https://www.bdo.global/getmedia/97c25781-b87e-4b3c-88a1-e44d437282b6/ISRB-2022-05-CSRD-NFRD-compromise-text-comparison.pdf.aspx
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.reginfo.gov%2Fpublic%2Fdo%2FeAgendaMain%3Foperation%3DOPERATION_GET_AGENCY_RULE_LIST%26currentPub%3Dtrue%26agencyCode%3D%26showStage%3Dactive%26agencyCd%3D3235%26csrf_token%3D03D7F59F7281F94ED1DF51E288AA7CF199AAB5AD0AFC5A20CC8F6EC821D60E5D0EA95783F495B7E75771E234B19F5CEE38F8&data=05%7C01%7CKajori.Chakraborty%40bdo.global%7Cb1dc04e56fc24824231308db95110659%7Ce6504ea0d81945c0b8c664690f272b63%7C0%7C0%7C638267673266426501%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=8tcs4UH6cuHKbD7%2Fql8N7pA7CToUf3dO69PShLTd3AU%3D&reserved=0
https://www.bdo.global/getmedia/4e85da78-a295-4aae-9a74-a922910ca195/ISRB-2023-01-31-December-2022-year-end-sustainability-reporting-update.pdf.aspx
https://www.bdo.com/insights/assurance/sec/sec-proposes-rules-to-enhance-and-standardize-clim
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Australia

China

United Kingdom

In December 2022, in anticipation of the release of forthcoming sustainability ESG and
standards, the Australian Government opened its first round of consultation on sustainability -
‘Climate-related financial disclosures’. The process closed in February 2023, when the BDO AU

Government received nearly 200 responses.

Post launch of IFRS S1 and IFRS S2, the Australian government announced its second
round of consultation on implementing climate-related financial disclosures in Australia.

There are three key changes noticed to its previous approach in this consultation
process:
e Changes to the impacted entities and schedule for implementation - more
detail below
e  Requirements for providers of assurance over sustainability reports
e Limiting the liability of the directors, for a limited period.

One of the key changes is a revised approach to the order of entities being introduced
to mandatory climate-related reporting. While the previous consultation paper
suggested focusing on large listed and large financial service providers, the new
approach includes listed and non-listed organisations with a focus on the size of the
company and organisations that meet the reporting requirements of the National
Greenhouse and Energy Reporting (‘NGER’) Scheme.

The ISSB increased its global footprint by opening a new office in Beijing, China. The
Beijing office will help in supporting the ISSB’s work collaborating with the ISSB’s other
offices. This office will focus on leading and executing the ISSB’s strategy for emerging
and developing economies, acting as a hub for stakeholder engagement in Asia,
facilitating deeper co-operation and engagement with stakeholders, and undertaking
capacity building activities for emerging economies, developing countries and SMEs.

China Securities Regulatory Commission (‘CSRC’) is reportedly planning to make ESG
disclosures mandatory for all firms listed on domestic markets. The Shanghai Stock
Exchange and the Shenzhen Stock Exchange require companies involved in areas such as
thermal power generation, steel, cement, electroplated aluminium or mineral
production to report on their resource consumption, pollution, pollution control
measures and targets, etc.

Voluntary ESG disclosure guidelines for local enterprises have already been developed
and implemented since 1 June last year. Last May, the China Securities Regulatory
Commission proposed revised disclosure rules for listed companies, including
requirements to disclose penalties arising from environmental issues.

In January 2022, Ministry of Ecology and Environment released the Rules on the Format
of Corporate Environmental Information Disclosure (effective from 8 February 2022)
which specifies the content and format of companies' annual/ interim environmental
disclosure reports. In June 2022, China Banking and Insurance Regulatory Commission
issued the Green Finance Guidelines for Banking and Insurance Sectors which requires
Banking and insurance institutions to incorporate the ESG requirements into their
management processes and comprehensive risk management systems, strengthen ESG
information disclosure and interaction with stakeholders, and improve relevant policy
system and process management.

The annual meeting held by the CSRC in the first quarter of 2023, included discussion of
‘gradually improving China’s sustainability disclosure regime by adapting the best global
experience to domestic realities’ as one of the three topics included for the meeting.
The upcoming UK Sustainable Disclosure Standards (‘SDS’), which will be the basis of
any future requirements in UK legislation or regulation for companies, set out corporate

disclosures on sustainability-related risks and opportunities that companies face. UK Sustainability
Disclosure

The new UK SDS will be published in the UK on or before July 2024, and expected to Standards Press

take effect January 1, 2025. Published by the UK Department for Business and Trade Release

(‘DBT’), UK SDS will be based on the IFRS Sustainability Disclosure Standards issued by
the ISSB.

Financial Reporting Council (‘FRC’), UK has published its thematic review of climate-

related metrics and targets. The review considers the TCFD metrics and targets

disclosures of twenty UK premium and standard listed companies operating in four

sectors (materials and buildings, energy, banks and asset managers) covered by TCFD

sector-specific supplemental guidance. FRC thematic
report

Earlier this year, the Financial Conduct Authority (‘FCA’) has released its highly

anticipated Sustainability Disclosure Requirements (SDR) Consultation Paper. This is a


https://www.bdo.com.au/en-au/insights/esg-sustainability/when-will-climate-related-financial-disclosure-knock-at-your-door
https://www.bdo.com.au/en-au/insights/esg-sustainability/when-will-climate-related-financial-disclosure-knock-at-your-door
https://www.bdo.com.au/en-au/insights/esg-sustainability/when-will-climate-related-financial-disclosure-knock-at-your-door
https://www.gov.uk/guidance/uk-sustainability-disclosure-standards
https://www.gov.uk/guidance/uk-sustainability-disclosure-standards
https://www.gov.uk/guidance/uk-sustainability-disclosure-standards
https://www.gov.uk/guidance/uk-sustainability-disclosure-standards
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.frc.org.uk%2Fgetattachment%2F5ecb5ecf-cb99-4085-918d-8fd767b4e594%2FCRR_Thematic_review_of_climate-related_metrics_and_targets_2023.pdf&data=05%7C01%7CKajori.Chakraborty%40bdo.global%7Cb74e629089ec477f086808db8f437a2f%7Ce6504ea0d81945c0b8c664690f272b63%7C0%7C0%7C638261292222060792%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=oMja43DftA%2BKGWLbbyimzxuKHWgnAh%2BsJzQgposhYJE%3D&reserved=0
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.frc.org.uk%2Fgetattachment%2F5ecb5ecf-cb99-4085-918d-8fd767b4e594%2FCRR_Thematic_review_of_climate-related_metrics_and_targets_2023.pdf&data=05%7C01%7CKajori.Chakraborty%40bdo.global%7Cb74e629089ec477f086808db8f437a2f%7Ce6504ea0d81945c0b8c664690f272b63%7C0%7C0%7C638261292222060792%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=oMja43DftA%2BKGWLbbyimzxuKHWgnAh%2BsJzQgposhYJE%3D&reserved=0
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Japan

Canada

India

development expected to bring clarity on how the regulator will approach
greenwashing, while also increasing transparency and trust in sustainable investing.

While there will be some divergences, the FCA has sought to achieve international
coherence with other regimes as much as possible, namely the European Commission’s
Sustainable Finance Disclosure Regulation (‘SFDR’) and the approach taken by the US
SEC.

Listed companies are required to include a statement in their annual financial report
which sets out whether their disclosures are consistent with the recommendation of the

TCFD, and to provide explanations where they are not consistent. The FCA has indicated

that it would ordinarily expect a company to be able to make disclosures consistent

with the governance and risk management pillars as well as a) and b) under the strategy

pillar (seven of the eleven recommended disclosures). TCFD disclosures will apply to
premium listed companies. For periods beginning on or after 6 April 2022, Companies
Regulations introduced a requirement for public interest entities (traded companies,
banking companies, insurance companies) with more than 500 employees to publish
TCFD aligned disclosures.

The Japanese Institute of Certified Public Accountants (‘JICPA’) published "Basic
Policies and Actions for Sustainability Capacity Development” and established the
"Sustainability Capacity Development Council” through which JICPA intends to promote
capacity development through sustainability education in a prompt and effective
manner and to promote efforts to ensure the usefulness and credibility of sustainability
information in the Japanese capital market.

In June 2023, the Expert Panel on Sustainable Finance (‘EPSF’) in FAS published its
Third Report "Enhancing sustainable finance". This follows the progress of the measures
recommended in the First Report published in 2021.

In July 2023, the Ministry of Economy, Trade, and Industry (‘METI’) announced an
Interim Report Compiled on Discussions by “Working Group on Efficient Collection and
Strategic Use of Sustainability-Related Data for Creation of Sustainable Corporate
Value” which aim to motivate companies to build a system for efficient collection and
strategic use of sustainability-related data.

The Canadian Securities Administrators (‘CSA’) welcomed the publication on June 26,
2023, of the International Sustainability Standards Board (ISSB)’s first two IFRS
Sustainability Disclosure Standards: IFRS S1 and IFRS S2.

The Canadian Sustainability Standards Board (‘CSSB’) is now operational, having
appointed a quorum of members. The CSA looks forward to engaging and collaborating
with the CSSB with respect to the IFRS Sustainability Disclosure Standards.

The CSA commends the ISSB for developing a global framework for investor-focused
disclosure that is responsive to market demand for more consistent and comparable
disclosures and appreciates ISSB’s proposed capacity building efforts to support
adoption of the IFRS Sustainability Disclosure Standards.

The CSA does not currently require any mandatory ESG disclosure from issuers,
however, the agency plans to start requiring specific ESG reporting and climate
disclosures from large Canadian banks, insurance companies, and federally regulated
financial institutions starting in 2024.

In October 2021, the CSA issued a consultation document requesting comments on a
proposed National Instrument Disclosure of Climate-related Matters, which would
impose mandatory climate-related disclosures on reporting issuers in Canada with
limited exceptions. The proposals are largely in compliance with the TCFD
requirements.

In May 2022, the Office of the Superintendent of Financial Institutions (‘OSFI’) issued
regulations that will apply to federally regulated financial institutions (banks, insurers,
etc.). The regulations will require disclosures similar to the TCFD, including scope 1, 2
and 3 emissions, climate scenario analysis, etc. Disclosures will begin to become
effective for fiscal periods ending on or after 1 October 2023.

In line with the goal to achieve net zero emissions by 2070, the market regulator
Securities and Exchange Board of India (‘SEBI’) issued a circular in May 2021 announcing
the Business Responsibility and Sustainability Report (or ‘BRSR’).

In July 2023, SEBI has introduced assurance requirements as per the BRSR Core which is
a novel ESG reporting framework.

From financial year 2023-2024, the top 150 listed companies by market capitalisation
would have to subject their BRSR Core to “reasonable assurance”, SEBI said in a circular
issued on 12 July 2023.

Interim Report
(meti.go.jp)

The Third Report
by FSA Japan

Canadian
Securities
Administrators
statement on
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JURISDICTION SUMMARY

WHAT TO EXPECT IN THE COMING MONTHS

MORE
INFORMATION

In financial year 2024-2025, the top 250 listed entities would have to adhere to this
“reasonable assurance” norm; in 2025-2026, it would be the top 500 listed entities; and
by 2026-27 it would be the top 1,000 listed companies, SEBI has stipulated.

The BRSR apply to the top 1,000 listed companies by market capitalisation and was
voluntary for financial years ending 31 March 2022 which resulted in only 175 company

disclosures. Although SEBI has developed its own set of requirements, these are

intended to be interoperable with leading sustainability disclosure frameworks and

there is specific reference to companies that already report in accordance with, for
example, SASB, TCFD or Integrated Reporting to be able to cross reference existing
disclosures to the requirements in the BRSR.

With the launch of IFRS S1 and IFRS S2, the ISSB is working on introducing educational material to explain
and illustrate how an entity might apply requirements in IFRS S2, to disclose information about some
nature and social aspects of climate-related risks and opportunities. The method of adoption of the ISSB
standards will be different in various jurisdictions, considering the jurisdictions have vastly different
regulatory interests and professional expertise.

Once the US SEC finalises their sustainability standards in 2023, entities will begin to compare the
requirements of these standards with IFRS S1 and 52, and ESRSs and begin assessing the data, personnel
and other needs to begin applying sustainability reporting requirements.

TIMELINE FOR IMPLEMENTATION OF SUSTAINABILITY REPORTING

Proposals issued by the US SEC have yet to be finalised, meaning that the effective dates for some
proposals are subject to change, including the scope of the proposals both in terms of which entities may
be required to apply them and the information to be disclosed. See the European Union section of this
publication for a timeline relating to the implementation of the CSRD and ESRS requirements.

As currently proposed, set out below is a summary of the effective date of the various proposals:

Proposed

Class of

2024

2026

2027 2028

requirements

US SEC

ISSB**

ESRS

Entities
Large
accelerated
filers

Accelerated
filer and non-
accelerated
filer

Small reporting
companies

All proposed
disclosures,
but
excluding
scope 3

Scope 3
disclosure
and limited
assurance

All proposed
disclosures,
but
excluding
scope 3

IFRS S1 and
IFRS S2
Entities

currently
within the
scope of the
NFRD

Scope 3
disclosure
and limited
assurance

All proposed
disclosures;
exempted

from scope 3

All other
large
entities

Reasonable
assurance

Reasonable
assurance

Non-EU
undertakings

Listed SMEs,
small and
non-complex
credit
institutions
and captive
insurance
undertakings

**The ISSB issued IFRS Sustainability Disclosure Standards June 2023. Local standard setters, regulators and governments will need to
decide whether to endorse or otherwise require IFRS Sustainability Disclosure Standards for use in their own jurisdictions.
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Consequently, IFRS Sustainability Disclosure Standards could become effective in different reporting periods around the world. Given
the proposed effective dates for other sustainability standards, it is not expected that jurisdictions will require the use of IFRS
Sustainability Disclosure Standards until at least 2025.

SUSTAINABILITY REPORTING RESOURCES

For further information and guidance on sustainability, please refer to BDO’s Global IFRS Micro-site.
Please refer to BDO’s Sustainability Country Contacts for local resources.

This publication has been carefully prepared, but it has been written in general terms and should be seen as broad guidance only. The publication
cannot be relied upon to cover specific situations and you should not act, or refrain from acting, upon the information contained therein without
obtaining specific professional advice. Neither BDO IFR Advisory Limited, and/or any other entity of BDO network, nor their respective partners,
employees and/or agents accept or assume any liability or duty of care for any loss arising from any action taken or not taken by anyone in reliance on
the information in this publication or for any decision based on it.

The BDO network (referred to as the ‘BDO network’ or the ‘Network’) is an international network of independent public accounting, tax and advisory
firms which are members of BDO International Limited and perform professional services under the name and style of BDO (hereafter ‘BDO member
firms’). BDO International Limited is a UK company limited by guarantee. It is the governing entity of the BDO network.

Service provision within the BDO network in connection with corporate reporting and IFRS Accounting Standards (comprising International Financial
Reporting Standards, International Accounting Standards, and Interpretations developed by the IFRS Interpretations Committee and the former Standing
Interpretations Committee), and other documents, as issued by the International Accounting Standards Board and IFRS Sustainability Disclosure
Standards as issued by the International Sustainability Standards Board, is provided by BDO IFR Advisory Limited, a UK registered company limited by
guarantee. Service provision within the BDO network is coordinated by Brussels Worldwide Services BV, a limited liability company incorporated in
Belgium.

Each of BDO International Limited, Brussels Worldwide Services BV, BDO IFR Advisory Limited and the BDO member firms is a separate legal entity and
has no liability for another entity’s acts or omissions. Nothing in the arrangements or rules of the BDO network shall constitute or imply an agency
relationship or a partnership between BDO International Limited, Brussels Worldwide Services BV, BDO IFR Advisory Limited and/or the BDO member
firms. Neither BDO International Limited nor any other central entities of the BDO network provide services to clients.

BDO is the brand name for the BDO network and for each of the BDO member firms.

© 2023 BDO IFR Advisory Limited, a UK registered company limited by guarantee. All rights reserved.
www.bdo.global
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