A Study in Connectivity: Analysis
of 2022 UK Company Annual
Reports

September 2023




The UKEB does not accept any liability to any party for any loss, damage or costs
howsoever arising, whether directly or indirectly, whether in contract, tort or otherwise
from any action or decision taken (or not taken) as a result of any person relying on
or otherwise using this document or arising from any omission from it.

© (2023) All Rights Reserved




Contents

1. Context 4
2. Objectives and approach 6
3. Potentially inconsistent and disconnected information 10
4. Initial stakeholder feedback 36
5. Next Steps 40
Appendix A: UK Sustainability Reporting Requirements 41
Appendix B: Differences and similarities between IASB and ISSB standards 43
Appendix C: A comparison of TCFD and [draft] IFRS S2 47
Appendix D: A comparison of SECR and [draft] IFRS S2 67
Appendix E  Glossary of terms 72

UKEB > IFRS Accounting Standards and Sustainability Disclosures: Connectivity study



1. Context

The UKEB recognises that sustainability disclosure reporting and its relationship with
the financial statements is at an early stage of development and that significant effort
is being made by UK entities to provide consistent and connected information for users
in Annual Reports, where considered material.

The aim of this report is solely to promote discussion and awareness of potential issues
regarding connectivity between sustainability and financial reporting observed in the
UK. The report does not seek to judge the current state of reporting in the UK, comment
on the approach taken by any particular entity or on areas of improvement, identify
good or poor practice, or draw any representative conclusions as to the quality of
reporting.

Individual entities have not been named as the aim of the research is to identify the
nature of potential inconsistencies based on information available in the market. The
examples selected from the FTSE 350 2022 Annual Reports illustrate the most
common connectivity areas identified.

International Accounting Standards Board (IASB) and climate

1.1 In November 2019, November 20202 and July 20232 the IASB published
educational articles on IFRS Standards and climate-related disclosures. These
communicated that IASB Standards adequately catered for all material risks,
whether climate-related or not, and that companies ‘must consider climate-related
matters in applying IFRS Accounting Standards when the effect of those matters
is material in the context of the financial statements taken as a whole’.

1.2 The IASB also commented in its Feedback Statement on the Third Agenda
Consultation* that the future ISSB Standards and IASB Standards were intended to
provide investors with a ‘connected financial reporting package’ to meet their
information needs’. Refer to Appendix B ‘Differences and similarities between
IASB and ISSB standards’.

1.3 In March 2023 the IASB Chair published an article® entitled ‘Connectivity in
practice’ emphasising the importance of connectivity between the IASB and ISSB
and announcing the activation of a narrow scope maintenance project on Climate-
related risks in Financial Statements.

IFRS Standards and climate-related disclosures (November 2019)

1

2 Effects of climate-related matters on financial statements (November 2020)

3 Effects of climate-related matters on financial statements (July 2023)

4 Third Agenda Consultation Feedback Statement (July 2022)

5 Connectivity in practice: the IASB’s new project on Climate-related Risks (March 2023)
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https://www.ifrs.org/content/dam/ifrs/news/2019/november/in-brief-climate-change-nick-anderson.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/documents/effects-of-climate-related-matters-on-financial-statements.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/documents/effects-of-climate-related-matters-on-financial-statements.pdf
https://www.ifrs.org/content/dam/ifrs/project/third-agenda-consultation/thirdagenda-feedbackstatement-july2022.pdf
https://www.ifrs.org/news-and-events/news/2023/03/connectivity-in-practice-the-iasbs-new-project-on-climate-related-risks-in-the-financial-statements/

International Sustainability Standards Board (ISSB)

1.4 The establishment of the ISSB was announced at COP 26 in November 2021 by
the IFRS Foundation Trustees. The objective of the ISSB is to enable a
comprehensive global baseline of sustainability disclosures focused on the needs
of investors and the financial markets®.

1.5 In May 2023, the ISSB issued a Request for Information’ to inform its initial two-
year work plan. One of the proposed research projects is ‘integration in reporting’
which will explore how to integrate information in financial reporting beyond the
requirements related to connected information in [draft] IFRS S1 General
Requirements for Disclosure of Sustainability-related Financial Information and
[draft] IFRS S2 Climate-related Disclosures.

1.6 In June 2023 the ISSB issued two sustainability disclosure standards— IFRS S18
(S1) and IFRS S2 (S2)°.

UKEB Role and Remit

1.7  The UK Endorsement Board (UKEB) adopts and endorses IFRS Accounting
Standards for use in the UK. For further details on the sustainability reporting
requirements in the UK please refer to Appendix A ‘UK Sustainability Reporting
Requirements’.

1.8 To assist with the assessment and endorsement of IFRS S1 and IFRS S2, the UK
government has established a Policy Implementation Committee (PIC) and a
Technical Assessment Committee (TAC), both of which include representatives
from the UKEB'°.

1.9 The UKEB is assisting the UK Government by carrying out work in this area to
consider the overlap or impact of the proposed ISSB IFRS Sustainability
Disclosure Standards with IFRS Accounting Standards. In addition, the data
gathered will help the UKEB to obtain insight on UK companies’ existing
experience of reporting on climate-related matters.

ISSB delivers proposals that create comprehensive global baseline of sustainability disclosures (March 2022)
Request for Information IFRS® Sustainability Disclosure Standards (May 2023)

IFRS S1 General Requirements for Disclosure of Sustainability-related Financial Information (June 2023)
IFRS S2 Climate-related Disclosures (June 2023)

UK Sustainability Disclosure Standards — 2 August 2023

© 0w N o

10

UKEB > IFRS Accounting Standards and Sustainability Disclosures: Connectivity study 5


https://www.ifrs.org/news-and-events/news/2022/03/issb-delivers-proposals-that-create-comprehensive-global-baseline-of-sustainability-disclosures/
https://www.ifrs.org/content/dam/ifrs/project/issb-consultation-on-agenda-priorities/issb-rfi-2023-1.pdf
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/ifrs-s1-general-requirements/
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/ifrs-s2-climate-related-disclosures/
https://www.gov.uk/guidance/uk-sustainability-disclosure-standards#:~:text=UK%20Sustainability%20Disclosure%20Standards%20

2. Objectives and approach

Objectives

2.1 The intention of this research is to support the UKEB in providing a case study-
based response to both the IASB, on its project on climate-related risks in financial
statements, and to the ISSB, on its Request for Information on its future agenda
setting.

2.2 Per the Project Initiation Plan'' the research aims to promote discussion on the
current landscape of sustainability disclosures and financial reporting.
Specifically, the research aims to:

a) Identify potential disconnects or perceived inconsistencies between
sustainability narrative disclosures in the front half of 2022 Annual Reports
and the disclosure of the associated financial effects in the financial
statements, using a limited sample of FTSE 350 annual reports.

b) Seek initial stakeholder perspectives on the potential impact of the ISSB
disclosure requirements [draft] IFRS S1General Requirements for
Disclosure of Sustainability-related Financial Information (S1) and [draft]
S2 Climate-related Disclosures (S2).

c) Support the work of the UKEB in responding to the ISSB Request for
Information and in providing input to the IASB Climate-related risks in
Financial Statements project.

2.3 At the time the research was conducted the ISSB standards [draft] IFRS S1General
Requirements for Disclosure of Sustainability-related Financial Information (S1) '?
and [draft] S2 Climate-related Disclosures (S2) '® were not final. The research is
therefore based on the Task Force on Climate-Related Financial Disclosures
(TCFD)'* as an appropriate proxy for the proposed ISSB Standards as they are
both based on the TCFD architecture. Please refer to Appendix C ‘A comparison of
TCFD and [draft] IFRS S2’ and Appendix D ‘A comparison of SECR and [draft] IFRS
S2'.

2.4 The objective of the research was to provide a user’s perspective of consistency
and connectivity in the front and back half of the Annual Report where an entity
was exposed to material climate-related matters.

11
12

Project Initiation Plan: Climate-related Matters (May 2023)
[draft] IFRS S1 General Requirements for Disclosure of Sustainability-related Financial Information (March 2022)
13 [draft] IFRS S2 Climate-related Disclosures (March 2022)

Please refer to Appendix E for a comparison between TCFD and S2 requirements and a summary of additional
S2 requirements.
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https://assets-eu-01.kc-usercontent.com/99102f2b-dbd8-0186-f681-303b06237bb2/e794490e-0630-42fe-9ad4-a4b2ce95d56d/Updated%20Project%20Initiation%20Plan%20-%20Climate-related%20Matters.pdf
https://www.ifrs.org/content/dam/ifrs/project/general-sustainability-related-disclosures/exposure-draft-ifrs-s1-general-requirements-for-disclosure-of-sustainability-related-financial-information.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-disclosures/issb-exposure-draft-2022-2-climate-related-disclosures.pdf

Areas out of scope

2.5

The research excludes any assessment of interoperability with other jurisdictional
sustainability requirements, nor does it seek to assess or comment on the current
level of compliance with TCFD or Streamlined Energy and Carbon Report (SECR)
reporting requirements in the UK.

Approach

2.6

2.7

The assessment was desktop-based and utilised an external investor-focused
analyst to carry out an initial assessment of connectivity between the
sustainability narrative disclosures and the financial effects reported in the
financial statements. UKEB Working and Advisory Groups also reviewed the
assessment and considered the potential inconsistencies.

Based on the profile of the entities in the sample, UKEB Advisory and Working
Group members agreed that the sustainability disclosures in relation to climate-
related business and financial risks would potentially create user expectations of
financial statement risk.

Sample selection

2.8

2.9

2.10

Nine entities were selected taking into consideration the expected timeline for
publication of the ISSB Request for Information and UKEB resources available.
The sample was selected based on the following factors:

a) Entities in an industry where climate change was likely to have a material
impact on their operations.

b) A range of sizes i.e., a spread of FTSE 100 and 250 entities.

c) Availability of 2022 Annual reports with comprehensive sustainability
disclosures.
d) Avoiding companies that have already been heavily assessed in TCFD

research by other parties.

All entities researched were exposed to climate-related risks and had
communicated the significance of these risks through their comprehensive
sustainability disclosures. The text provided in the illustrative examples are those
that are available to market users and were sourced directly from the Annual
Reports.

Two thirds of the companies in the sample had committed to achieving Net Zero
emissions across their value chain by 2050 or sooner (ranging from 2030 to
2045). For the remaining third, it appeared that the commitment on Scope 3
emissions had not yet been set.
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2.11  An analysis of the sample of nine companies is shown in the table below.
Individual entities have not been identified as the aim of the research was not to

judge the state of reporting nor to comment on areas of improvement.

Industry

FTSE 100

FTSE 250

Total

Aerospace and defence

1

1

Electricity

1

1

General Industrials

Industrial Metals and Mining

Financial Services

Oil, Gas, Coal

Pharmaceuticals

Travel and Leisure

Total

2.12 The sample is not intended to provide a representative result for the FTSE 350.
Rather, it is intended to enable the identification and deeper analysis of potential
inconsistency and connectivity gaps as a basis for consideration and discussion
of potential solutions using current examples from across a range of entities and

industries expected to be materially impacted by climate change.

Methodology

2.13  The analysis approach was conducted on the following basis:

a) A review of the TCFD and SECR disclosures as well as considering other
relevant sustainability information in the Annual Report for context.

b) Identification of areas that a user of the annual report would reasonably
expect could have a financial impact on the financial statements.

c) A review of the financial statements for those anticipated financial
impacts.
d) Identification of possible reasons for the disclosure, or non-disclosure, of

the information in the financial statements.

e) For areas where the consideration of financial effect was reasonably
expected but not disclosed in the financial statements, a consideration of
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the impact the sustainability disclosure requirements in [draft] IFRS S1 and
[draft] IFRS S2 may have to support users’ expectations.

f) For any remaining areas unlikely to be addressed by ISSB disclosures, a
consideration of possible solutions, the action that could be taken and by
whom.

9) Presentation of the analysis at a summary level to a meeting of the UKEB

Sustainability Working Group as well as seeking comments from other
UKEB Advisory Groups with final review and approval from the UKEB.

Identifying sustainability disclosures in Annual Reports

. Many of the points that may give rise to expectations for the financial
statements, for example information on the entity’s climate risk assessment and
the entity’s own climate-related commitments and targets, were also addressed
in other sections of the Annual Report. In some cases, a topic was covered in
multiple sections, but varied in the level of detail and specificity.

. Consequently, the approach to the research considered all sections of the
annual report outside of the financial statements and audit report, to identify
climate-related information which could potentially lead to an expectation of
material information being included in disclosures to the Financial Statements.

. The text used in the illustrative examples therefore provides the most insightful
information relative to considering potential financial statement consequences.
However, in some cases it may not have been sourced from limited information
labelled formally as TCFD.
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3.

Potentially inconsistent and
disconnected information

Chapter overview

3.1

3.2

3.3

This chapter contains the analysis of the following connectivity areas of
accounting interest based on a detailed review of nine FTSE 350 Annual Reports.
The areas identified are:

a) Section One: Property, Plant and Equipment (PPE) and intangibles assets

b) Section Two: Commitments, contingencies, and other provisions
c) Section Three: Emissions reduction targets
d) Section Four: Other connectivity areas identified

For each area of accounting interest, the context and the potential inconsistency
leading to a possible disconnect with the financial statements are illustrated with
examples sourced directly from the entities’ Annual Reports i.e., the information
users have access to in the market.

The illustrative examples in this chapter are in the context of material financial
statement risk regarding climate-related risks or opportunities. The examples are
based on the disclosures in each entity’s Annual Report regarding the significance
of climate-related risks and opportunities to the organisation.

General differences and similarities between ISSB and IASB
Standards

3.4

3.5

There are several differences between proposed IFRS Sustainability Disclosure
Standards and the current IFRS Accounting Standards. Due to the forward-looking
nature and longer time frames of sustainability risks and opportunities, the ISSB
standards are likely to require reporting entities to provide descriptions, numbers,
or ranges of numbers in the narrative disclosures that do not necessarily connect
directly to the financial statements.

As the information is prepared on a different basis to accounting standards, it is
unlikely to be identical. However, users still need to be able to make connections,
where appropriate, and understand the financial effects of sustainability matters,
in both the narrative disclosures and the financial statements, to the extent
relevant.
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Key differences identified so far include:

3.6 Timeframe — sustainability disclosures require the disclosure of the financial
effects over the short, medium, and long term but do not define those periods.
IAS 1 Presentation of Financial Statements requires management to look at least
12 months from the end of the reporting period and requires the distinction to be
made between current and non-current assets and liabilities.

3.7 Perspective — while accounting standards consider forward-looking information
such as with impairment testing and useful economic lives, the amounts generally
reflect a historical perspective'® Sustainability disclosures are forward-looking in
nature and use scenarios, assumptions and estimates to forecast a range of
possible future outcomes.

3.8 Scope — sustainability disclosures require material information about
sustainability-related risks and opportunities across an entity’s ‘value chain’. The
value chain is defined as the ‘full range of activities, resources and relationships
related to an entity’s business model and the external environment in which it
operates’. Accounting standards have a narrower definition of scope related to the
legal reporting entity or group of entities'®.

3.9 Recognition — Reporting levels of greenhouse gas emissions require
measurement and there is an increased focus on emissions and emission rights
which may lead to an expectation around recognition of related assets or
liabilities. This would not necessarily lead to an immediate recognition of an asset
or liability in the financial statements'” but may lead to their recognition in a later
period.

3.10 Assurance — IFRS financial statements are typically subject to independent audit
by an established network of experienced audit professionals. It is yet to be
determined what level of assurance will be required for sustainability disclosures
or who might undertake that work.

15 Conceptual Framework [paragraphs 3.4-3.6] notes that financial statements are prepared for a specified period
of time and provide comparative information and under certain circumstances forward-looking information.

16 Conceptual Framework [paragraph 3.10] A reporting entity is an entity that is required, or chooses, to prepare
financial statements. A reporting entity can be a single entity or a portion of an entity or can comprise more than
one entity. A reporting entity is not necessarily a legal entity.

17

Conceptual Framework [paragraph 5.6] Only items that meet the definition of an asset, a liability or equity are
recognised in the statement of financial position.
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Key similarities

3.11

3.12

3.13

3.14

Adapted from IFRS Accounting Standards — primarily IAS 1 Presentation of
Financial Statements and |1AS 8 Accounting Policies, Changes in Accounting
Estimates and Errors. For example, entities are required to use information that is
‘reasonable and supportable and available without undue cost or effort’ which is
consistent with IFRS 9 Financial Instruments.

Materiality — the ISSB redeliberated and tentatively agreed to use the same
definition of “material” as IFRS Accounting Standards to ensure investors
understand sustainability risks and opportunities i.e., ‘Information is material if
omitting, misstating or obscuring it could reasonably be expected to influence
investor decisions.’

Publication and reporting period — entities are required to disclose sustainability-
related financial information as a part of general-purpose financial reporting (at
the same time and for the same period). This is intended to ensure that financial
statement information and sustainability-related financial disclosures can be
considered together.

Please refer to Appendix B ‘Differences and similarities between IASB and ISSB
draft standards’ for further information.

Section One: Property, Plant and Equipment (PPE) and
intangibles

Section One A: Depreciation and amortisation

Context

3.15

3.16

This area of accounting focus includes consideration of how climate-related risks
may impact depreciation or depletion of property, plant and equipment (PPE)
assets, and amortisation of finite-lived intangibles.

Reduced estimates of remaining asset lives may result from the need to retire
carbon-intensive PPE earlier than was previously expected. Additionally, estimated
residual values may decline if carbon intensive assets become less desirable.
Carbon intensity may be ascribed to various categories of PPE, for example fossil
fuels reserves themselves (coal, oil, gas reserves), assets powered by fossil fuels
(machinery and vehicles that run on fossil fuels), assets used to produce inventory
that is powered by fossil fuels (machinery that produces internal combustion
engines), etc. As a result, decreases in such asset lives and residual values may
lead to higher depreciation expense.
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Potential inconsistencies with the financial statements

3.17

and emissions reduction targets have been considered in the estimates of
remaining useful life/production and residual values. To the extent that changes in
depreciation result, these should be disclosed, if material, in accordance with
IAS 8 Accounting Policies, Accounting Estimates and Errors (paragraph 39).

3.18

If no adjustments are made, users may expect disclosure explaining why this is

Users might expect visibility of how climate-related matters such as climate risks

reasonable in consideration of the sustainability issues identified. In some cases,
it may be expected that the carrying amount of relevant carbon-intensive assets,
and information on their assumed remaining lives/residual values be disclosed to
provide an understanding of the situation.

3.19

From a user perspective, even if sustainability reporting outside the financial

statements discloses sufficient information to understand the lack of financial
statement adjustment, IAS 1 still requires that sufficient information is disclosed
within the financial statements.

Examples of potential disconnects or inconsistencies

Depreciation and amortisation

Example 1: Depreciation and amortisation — Fleet renewal (1)

Travel and
leisure

Annual Report disclosures relating to information on fleet renewals to
reduce emissions are noted below for the Travel and leisure industry
(emphasis added).

Sustainability
disclosures

Company A

“A modern fleet of aircraft is instrumental in driving down emissions
and so we will be making a list price investment of $21 billion over the
coming years to continue to renew our fleet. All 168 new aircraft
deliveries, scheduled between FY23 and FY29, will be Airbus NEO
aircraft, which are at least 15% more fuel efficient and 50% quieter than
the aircraft they replace.”

Company B

“Over the course of 2022, we signed agreements with Airbus and
Boeing to acquire 87 new aircraft which will reduce our emissions by
up to 20 per cent and we thank our shareholders for their approval....
plans to make a EUR 13.5bn investment between 2023-30 for 192 new,
efficient aircraft.”

UKEB > IFRS Accounting Standards and Sustainability Disclosures: Connectivity study
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Example 1: Depreciation and amortisation — Fleet renewal (1)

Financial
statement
disclosure

Company A

Residual values are reviewed annually against prevailing market rates
for equivalently aged assets at the end of the reporting period, and
depreciation rates are adjusted accordingly on a prospective basis. The
carrying value of PPE assets is part of the Airline CGU and is therefore
reviewed for impairment at least annually or when there is any
indication of impairment within the CGU. ... Future developments, such
as the impact of climate change on the technological, market, economic
or legal environment, are considered when assessing residual values
and useful economic lives.

Company B

“Long term fleet plans and useful economic lives. ... During the course
of 2020 as a result of the impact of COVID-19, the Group permanently
stood down 82 aircraft (of which ten were subsequently stood back up),
their associated engines and rotable inventories. ...”

“With the permanent standing down of these aircraft, coupled with the
future committed delivery of 192 fuel efficient aircraft as detailed in
note 15 (commitments), the Group considers the existing fleet assets
align with the long-term fleet plans to achieve its climate strategy. All
aircraft in the fleet, and those due to be delivered in the future, have the
capability to utilise SAF'8 in their operations without impediment.
Accordingly, no impairment has arisen in the current or prior year, nor
have the useful lives and residual values of aircraft been amended, as a
result of the Group’s decarbonisation plans.”

Potential
inconsistency
leading to a
possible
disconnect

There may be an expectation of information on whether these
significant new additions to the fleet have implications for the existing
fleet. For example, whether the retirement of existing (more carbon
intensive) fleet may be brought forward, or whether the need to reduce
residual values was considered. Company B went beyond accounting
policy information to confirm that it had considered the existing fleet
(once augmented), and that no changes to depreciation assumptions
were required.

18

Sustainable Aviation Fuel.
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Example 2: Depreciation and amortisation — Fleet renewal (2)

Industrial
Metals and
Mining

Annual Report disclosures relating to information on fleet renewals to
reduce emissions are noted below for the Metals and mining industry
(emphasis added).

Sustainability

“We are introducing 10 fuel bulk carriers, ... to our roster of vessels,
with the first vessel delivered in December 2022 — the remaining
vessels are expected to be delivered by mid-2024. They offer
significant environmental benefits, having the potential to cut CO2

disclosures | emissions by up to 35% compared with vessels fuelled by conventional
marine oil alone, while adoption of new technologies will eliminate the
release of unburnt methane, as well as removing sulphur oxides, and
reducing the volume of nitrogen oxides and particulate matter.”
Accounting policy disclosure includes: ‘Depreciation methods, residual
Financial values and estimated useful lives are reviewed at least annually.’
statement | PPE note disclosure includes: ‘Depreciation is calculated with reference
disclosure | to the Group’s best estimate of the impact of climate change on useful
economic lives.’
There may be an expectation of information on whether these
Potential significant new additions to the fleet have implications for the existing
inconsistency | fleet. For example, whether existing (more carbon intensive) fleet may
leading to a | be retired earlier than expected, or whether the need to reduce residual
possible values was considered. The disclosures made are of the nature of
disconnect | general policy information rather than providing an understanding of

how this topic was considered in the current period.

Example 3: Depreciation and amortisation — Replacement of PPE

General
industrials

Annual Report disclosures relating to abating fossil fuel heat energy
used to power production assets. The company disclosed that meeting
its post-2030 emissions targets would require abatement of emissions
associated with heat energy used in the dyeing process, including
replacement of fossil fuel burning boilers. (Emphasis added below):

Sustainability
disclosures

“Post-delivery of our 2030 near-term targets, ... the key elements that
will require continued abatement are the heat energy used in dyeing, the
emissions from energy used by our suppliers and the emissions
coming from product and people transportation. ...The emissions from
heat energy in dyeing currently come from the burning of fossil fuels to
produce steam which is used to heat the water used in dyeing. We see
two emissions reduction roadmaps for this. Our steam generating
boilers will all require normal replacement before 2050 and any
replacements will be done with biomass or electric boilers. In parallel
we will be continuing to expand the use of dyeing technologies that
don’t require high temperature water... We do not, at this stage,
anticipate any additional capital or operational costs for achieving net-
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Example 3: Depreciation and amortisation — Replacement of PPE

zero that would not occur anyway in terms of asset replacement
cycles.”

“Fixed asset useful lives - Consideration was given as to whether the
impact of physical risks relating to extreme weather events (e.qg. flood
risk damage) may require a reassessment of the estimated useful lives
of fixed assets. As noted in the physical risks section in our TCFD
disclosures, no significant impacts are currently expected in the short
to medium term (pre-2045), after which point the majority of the Group’s

sFtlantaer::r‘llt current fixed asset portfolio will be ft_JIIy depreciated. As s_:uc_h, the
disclosure reassessment of fixed asset useful lives to refle_ct potential impacts of
climate change was not deemed necessary. In light of the above, the
Group's current assessment is that the climate related risks detailed in
the TCFD disclosures section of the Strategic Report do not have a
material impact on the key accounting policies, estimates and
judgements that form the basis of these consolidated financial
statements.”
While the financial statement disclosure addressed climate-related
physical risk, the company did not appear to reference in its financial
statements, the replacement of boilers planned in order to meet its
Potential e.missi.ons targets. With information appearing wholly Qutside the
inconsistency financial statements, there may be an appearance of dlsconnect: Users
leading to a may bgneflt from an e)'<planat|on of how the company asses;ed its own
possible transition steps including .th.e lack of need for ad.dltlonal capltal or
disconnect operating costs, and why it is reasonable that this resulted in no change

in asset lives and residual values for its boilers. It might also be
considered material information to identify the carrying values of the
associated asset pool, and information on remaining useful lives that
correspond to the lack of a need for change.

Example 4: Depreciation and amortisation — Mitigation of physical risk

Aerospace
and defence

Annual Report disclosures relating to physical risk and infrastructure
rebuild noted the that the most significant physical risk associated with
climate was from flooding and storm surges. Specifically (emphasis
added):

Sustainability
disclosures

“ESG Strategy disclosure: Our mos