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Ask a question

— e e — 5

Vi akked.
Whar happeny when | raise my hand?

To ask a question

Click on the Q&A button in the bottom toolbar to
open the submit question prompt.

Type your question and click send
NOTE: If you wish to ask your question

anonymously check the send anonymously box
shown on the illustration.
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Climate Thematic

November 2020

FRC Climate Thematic

Find our reports here:
https://www.frc.org.uk/investors/climate-thematic-review-
2020
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Climate Change and Audit

FRC Climate Thematic

Climate change and audit — why does it
matter?

What did our thematic look at?
What did we see?
Where are we now?

Professional
Owersight

Inwestors
Gowemance
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Firmwide procedures — what did we look at?

Guidance on
auditing financial
statements

Technical

~ support through
consultations

Guidance
on reviewing
other
information in
the annual
accounts

Resources

Input from
climate change
specialists

Review of
in-progress and
completed audit
files

Oversight
and quality
control

Pre-issuance
reviews of
accounts

Central risk
assessment
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File reviews — what did we look at?

1

Risk assessment

Identifying the
climate-related
risks to which
the business is
exposed that
could affect the
audit approach
and financial
statements.

p

Controls

Understanding

how management

identifies and
responds to
climate-related
issues.

4

Specialists

Using specialists
to support the
audit work over
climate-related
issues.

3

Audit
procedures

= Performing audit
work to test
the financial
statement
balances with
regard for
climate-related
risks.

-
u

5

Disclosures

Testing
management’s
financial
statement
disclosures and
reviewing the
other information
included in the
front half of the
annual report.

6

Reporting

Communicating
findings to those
charged with
governance.
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Key findings

Firmwide work

Resources

Oversight and quality control

File reviews

» Consideration of principal and * Lack of review of management’s
emerging risks processes and controls

* Independent analysis Limited audit procedures
» Granular and complete risk analysis Using specialists
* Understanding environmental Sufficiency of disclosure work

legislation Generic reporting to TCWG
+ Sufficiency of evidence

» Use of firms’ templates
» Good practice
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Do you know enough about climate?

Deloitte &w TCAEW

Learning | Interviews | Resources | Contact us

Deloitte. i s FOAERT

Learning | Interviews | Resources | Contact us

Learning

Context / Awareness

What does climate change mean for business?

Understanding the role of finance professionals

Climate change is likely to drive some of the most profound changes to businesses in our lifetimes.

Impacts on products and services, supply chains, loss of asset values and market dislocation are already being caused by more Why climate change is an issue for humanity Why climate change s a current issue for Why its time for businesses to adapt
frequent and severe climate-related events. These effects are now compounded by the accelerating pace of policy and regulatory business

change as humanity recognises the challenge we face and the drastic and rapid actions we all must take in order to protect our planet
and our own livelihoods. Implementation

Discover how to think through the challenges and futureproof your business through

The time to act is now! Why should businesses Bringing climate change onto
think about climate change? the board agenda

Opportunities and

Strategy and risk assessment 4
scenario analysis

Choosing metrics and targets Financial statement impact

Narrative reporting
in the.annual report

http://www.deloitte.co.uk/climatechange
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“Everything is risk assessment”

» Broader business risks including:
= Policy/legal
= Technology

= Market ISA (UK) 315 (REVISED JULY 2020):
Identifying and Assessing the Risks of

. Reputation Material Misstatement

= |dentifying and assessing risks of
material misstatement is key

= Before we assess risk — have
management? TCWG?

= Are there controls? Should there be?
= Evidence...
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“How might the business be affected?”

B E Q Richard Gillin A Home News Sport Weather iPlayer

Home | Coronavirus | Brexit | UK | World | Business | Politics | Tech | Science | Health | Family & Education

World | Africa | Asia | Australia | Europe | Latin America | Middle East | US & Canada

Shell: Netherlands court orders oil
giant to cut emissions

® 26 May

Climate change
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- REUTERS

Activists hugged in court after the judge delivered the verdict

SMEs: are you professionally
ready for climate change?

Key questions to ask

There are a number of areas where SMEs can see climate risks and opportunities within their business activities

including:

finance and investment;

e insurance and risk management;
o energy use and supply;

o fleet;

o property and estate;

e operations;

e workforce;

o supply chain;

o growth and export; and

e regulation.

What does climate change mean for your business?

Are your operations designed to cope or designed to thrive?
Are specific sectors more at risk?

Can you benchmark existing performance?

What will your business look like in a net zero UK?
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“Through a glass darkly” vs “rose-tinted spectacles”
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Towards the end...

» |SA (UK) 720 — have you used the broader knowledge from a better
understanding of the entity?

* Principal risks and uncertainties — medium-sized companies and larger
» 5172 statement — large companies

* Non-financial information — PIEs > 500 employees

» UK Corporate Governance Code: viability statement, emerging risks

* Energy and carbon reporting regulations — quoted, large

= TCFD - increasing range of companies

» Stand back — is everything consistent?
= Have you reported under ISA (UK) 260? 2657 Considered 5407

» Have you thought about next year — TCFD? COP267? Energy sources, prices
and taxes? Consumer demand?
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ICAEW Climate hub
icaew.com/climatechange

Are you
professionally ready

,-# imat

s change?
limate ch,

lsala issue that
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Future events
icaew.com/aafevents

2021 Financial Reporting, Audit
and Assurance Conference

11-12 October
www.icaew.com/frafconf
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Thank you for attending

V4 ~ Please take the time to fill 4 . Contact the Audit and
| out our short survey: LU= Assurance Faculty
@’ Survey link S Phone: +44 (0)20 7920 8493

Email: tdaf@icaew.com

Web: icaew.com/AAF

This webinar is presented by the Audit and Assurance Faculty. Audit and Assurance Faculty membership
gives you access to exclusive premium resources including our regular magazine, webinars, discount on
events and conferences and extensive online resources to support your career.

For more information about faculty membership and our latest joining offers, please visit
icaew.com/joinaaf or for more information about Faculties Online, please visit icaew.com/subscribefo.

ICAEW will not be liable for any reliance you place on the information in this presentation. You should seek independent advice.
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