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Ask a question and access resources

Download resources

Link to slides in event reminder email

You asked:

What happens when | raise my hand? . .
Access related resources, including
the presentation slides at

icaew.com/crfwebinars

To ask a question
Click on the Q&A button in the bottom
toolbar to open the question box.

Type in your question and press send.
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Poll question

How would you describe yourself?

1. Audit practitioner

2. Report preparer

3. Board member / charged with governance
4. Other
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Overview of the current landscape
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Overview of the narrative reporting landscape for UK entities

.

.

4
=)

EU

Global

Current requirements

31 December 2023 year ends

* Climate-related Financial
Disclosures (CFD) for
companies and LLPs

Strategic report including:
* section 172(1) statement
* non-financial and sustainability

information statement
* FCA Listing Rule on diversity

Directors’ report including streamlined and inclusion

energy and carbon reporting (SECR)

FCA Listing Rules: statement of
consistency with TCFD (Taskforce on
Climate-related Financial Disclosure),
All Sector Guidance and supplemental
guidance

31 December 2024 year ends

Corporate Sustainability
Reporting Directive (CSRD)
phased in from 1 January 2024

European Sustainability
Reporting Standards (ESRS)

EU Taxonomy Regulation

Future developments

UK Sustainability Disclosure Standards (UK
SDS — endorsement of IFRS S1 and S2)

UK Green Taxonomy consultation
Transition plan disclosure consultations

Environmental Reporting Guidelines and SECR
consultation

Taskforce on Nature-related Disclosures
(TNFD)

Review of UK non-financial reporting regime

ISSB’s IFRS Sustainability Disclosure
Standards

US SEC ‘Enhancement and Standardization of
Climate-Related Disclosures’

California climate legislation
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Poll question

In which section of your upcoming annual report do you expect to see the most
change?

1. Climate-related financial disclosures
2. Strategic report (other than CFD)
3. Corporate governance report

4. Financial statements
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Sustainability reporting in the annual report

Strategic Report

Fair review of the company’s business,
including description of principal risks
and uncertainties. Further details specified in
law including:

. Information on environmental matters,
company employees, and social,
community and human rights issues.

. Non-financial information (NFI) statement
(now called non-financial and sustainability
information (NFSI) statement)

. Climate-related financial disclosures (CFD)

. Section 172(1) statement

. Gender split

Directors’ Report

Streamlined energy and carbon

reporting requirements (SECR)

Employee engagement
statement

Statement of engagement with
suppliers, customers and others

Information on employment of
disabled persons

Other

FCA listing rule for TCFD-aligned
disclosures

FCA listing rule for information on
diversity and inclusion

Scoping is complex, particularly within groups. Different rules apply to individual sets of reporting
requirements. Care is needed when determining which companies are within scope of individual

requirements.
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Climate-related financial disclosure (CFD) regulations — scope

“High turnover”
private companies

Turnover: >£500m
Employees: >500

UK Public Interest AlM-listed
Entities (PIESs) companies

with >500 employees g with >500 employees

“Large LLPS” Traded and
Turnover: >£500m banking LLPs

Employees: >500 Employees: >500

“Problem” areas:

Definitions of
“turnover”
and
“employees”

Exemptions

© ICAEW 2023



CFD regulations — scope worked example

Overseas
Parent A

UK intermediate
Parent B

UK Subsidiary C Overseas Subsidiary D
£600m turnover £750m turnover
700 employees 800 employees

Overseas Parent A prepares a consolidated annual report which includes comprehensive climate-related
financial disclosures that are fully consistent with the TCFD recommendations and all-sector guidance.

UK intermediate Parent B does not prepare a consolidated annual report. It takes the exemption in s401 of the
Companies Act 2006 because it is included in the consolidated annual report of Parent A.

Q: Which entities are in scope of the CFD requirements?
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CFD regulations — requirements

Government requlations — climate-related financial disclosure

a) a description of the company’s
governance arrangements in
relation to assessing and
managing climate-related risks
and opportunities.

Disclose the organization’s
governance around climate
related risks and opportunities.

d) a description of:

o the principal climate-related
risks and opportunities arising
in connection with the
company’s operations, and

o the time periods by reference
to which those risks and
opportunities are assessed;

e) a description of the actual and
potential impacts of the principal
climate-related risks and
opportunities on the company’s
business model and strategy;

f) an analysis of the resilience of
the company’s business model
and strategy, taking into
consideration different climate-
related scenarios.

b) a description of how the
company identifies, assesses,
and manages climate-related
risks and opportunities;

c) a description of how processes
for identifying, assessing, and
managing climate-related risks
are integrated into the company’s
overall risk management process.

Alignment to TCED pillars

Disclose the actual and
potential impacts of climate-
related risks and opportunities
on the organization’s
businesses, strategy, and
financial planning where such
information is material.

Disclose how the organization
identifies, assesses, and

manages climate-related risks.

g) a description of the targets
used by the company to manage
climate-related risks and to
realise climate-related
opportunities and of performance
against those targets;

h) a description of the key
performance indicators used to
assess progress against targets
used to manage climate-related
risks and realise climate-related
opportunities and of the
calculations on which those key
performance indicators are
based.

Disclose the metrics and
targets used to assess and
manage relevant climate-
related risks and opportunities
where such information is
material.

© ICAEW 2023



Climate-related financial disclosures — frequently asked questions

Reporting under

both TCED and Location of

CED reporting

Intermediate
holding
companies

Disclosure of
targets

Interaction with
SECR

What if |
haven't...?
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SECR — key compliance and regulatory reminders

Emissions and * Not complying fully with the requirements
» Unclear on type of assurance obtained

energy use - No explanation of how targets will be achieved

« Clarify which entities are included in a group’s SECR

MGthOdOlogy disclosures

* Disclose the method of calculating GHG emissions

 Selected intensity ratios did not always appear
meaningful

» Should be recalculable

» Should disclose principal measures
* Progress against long-term initiatives should be clear
* Disclose if no action has been taken
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Future developments in UK sustainability reporting

- B]|3:&Y ISSB sustainability standards — UK adoption
LT and implementation

Government’s non-financial reporting review

-l Scope 3 call for evidence and SECR post- et Lo
il iMplementation review Mobifing Oreen

TPT i Transition Plan Taskforce framework
il implementation consultation

w2
=il UK Green Taxonomy consultation

| Taskforce for Nature-related Financial
Disclosures
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Connectivity
PwC FTSE 350 survey 2022/23 — ‘A Window of Opportunity’

Increase in the length of the Link strategy and KPIs Set out targets for climate :
- average strategic report since | change looking out beyond 10
last year 43% years
0 _Explicitly link core strategic 0
Increase in the length of the Provide quantified strategic
- average strategic report over 31 0/0 targets beyond 4 years

last 5 years :

- Underpin their strategy with (1)

35(y ~ an ESG focus 22%

o Disclose no specific forward-
Of the strategic report covers looking strategic targets

ESG matters
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Connectivity
FRC Annual Review of Corporate Reporting

* |ssue identified by the Corporate
Reporting Review Team: ‘Fair,
balanced and comprehensive’

« Expectation: ‘Give a clear

P 7. description in the strategic report of
of Corporate Reporting ¥ risks facing the business, their

] | 2022/23 impact on strategy, business model,
______ going concern and viability, cross-
referenced to relevant detail in the
reports and accounts.’
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Connectivity

Example
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Example: Ibstock Plc
Annual Report and Accounts 2022, pp 32-33
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Connectivity

Example

Link to business strategy

Todouble our size
and profitability
Opportunity

The Group's ability toreposition our
business model outside of traditional
sources of supply.

Key risk indicator
Eurozrone GOP growth rate.

Risk tolerance

O®O

Rizk outlook

@

Example: DS Smith Plc
Annual Report 2023, p 45
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Corporate governance



Corporate Governance

Recent developments

Government
withdrawal of the
statutory instrument

On 16 October, legislation for
companies of a certain size to have
an Audit and Assurance Policy,
Resilience Statement, Material
Fraud Statement and capital
maintenance disclosure has been
withdrawn pending completion of a
broader review of non-financial
reporting.

The King’s Speech

On 7 November, the Audit Reform
Bill was not included in the King's
Speech, delaying the creation of
ARGA (the Audit, Reporting and
Governance Authority), the
expansion of the PIE (public
interest entity) definition and other
planned reforms in the Bill, most
likely until after the next General
Election.

FRC Policy update

On 7 November, the FRC
issued a Policy update
regarding its recent consultation
on revisions to the UK
Corporate Governance Code.

The FRC considers the right
balance at the current time is to
take forward only a small
number of the original 18
proposals we set out in the
consultation.
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FRC annual review of corporate governance

reporting

Recent developments

“We are encouraged that in line with
previous years, companies are more
transparent in reporting departures
from the Code. This is a positive
development, although explanations
sometiimes iack ciarity...".

“We urge all companies to pursue a
goal of strong, clear and informative
reporting of governance outcomes,
and the actions that this drives.
Genuine insights, rather than
repetition of generic ianguage, are
essential...”.

“While risk assessment and internal
controls have been a focus over the
past year, little improvement was
seen in the quality of reporting in
these critical areas. More work is
needed by most companies to
demonstrate robust systems,
governance and oversight”.

“[We were] encouraged by the
increased focus on workforce
engagement and stakeholder
reporting. It would now like
companies to show how engagement
has lead to high-quality outcomes by
better reflecting on the feedback
received and its impact on board
decisions.”

3

Review of Corparate
Gavernance Reporting
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Corporate Governance

Audit committees and the external audit: Minimum standard

Applicability and status

*New kind of standard issued by FRC - issued as a “shadow” standard until
ARGA is established and new powers to enforce such standards are provided

*Applicable to companies in the FTSE 350 with immediate effect - on a “comply
or explain” basis (until the above powers make it mandatory)

What does the standard involve?
Largely brings together existing Code provisions and Guidance

*Emphasis on audit committee responsibilities around tendering, appointment
and monitoring the audit - and reporting on this work - so not all of the AC’s
responsibilities

*Some limited new content and expectations on, for example:
*  Achieving audit market diversity
+  Engaging with shareholders on audit scope
*  Application of entity’s accounting policies

Key message - much of the content was not previously covered by
comply-or-explain

FTSE 350 companies should therefore check the extent to which they have
addressed the content of the existing FRC Guidance, Practice Aids and other
materials on which the standard is based because there may be elements that
they should now look at again and consider reporting against on a comply-or-
explain basis.

Audit Committess and the
External Audit: Minimum
Stamndard
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Business models

FRC Guidance on the Strategic Report:

‘The business model should explain how the company generates and
preserves value over the longer term.’

« Companies are encouraged to explain value creation, competitive
advantage, market, location in value chain, and relationship to
other annual report disclosures

« lterative updates to disclosure as companies strive to reflect ESG-
related aspects of operations

« FRC Lab report due out soon
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Business model
Example

Cur broad geographic spread and wesghting
towards essantial business and domestic

I siere Irgve] Mas cindEn CoMmpanatnae
resibance during times ol sconomic
downturn. Though this contimues o be a
core component of our business, we have
made excellent progress in expandeng our
presence in the Luxury & Lifestyle segment,
which generally generates higher lees per
roodm. This category s currently 13% of IHGs
system site, though comprises 20% of the
future growih pipakne
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Example: IHG Plc

Annual Report and Form 20-F 2022, pp 10-13

=== 0
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The value we create

B USin ess m o del Value generated for stakehalders

Caolloaguas Communities
Example Banefits to National Express !

ﬁﬂ Sustainable long-term growih

Passengers and customers

Govogrmmonts

Y Dur Business Model

Equity and debt investors

Thee ermvironment

Example: National Express Group PLC
Annual Report 2022, pp 18-23
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s172 statement

 The Corporate Reporting Review Team identified several companies which did
not make the s172 statement Strategic Report requirement, but also referenced
in FRC UK Corporate Governance Code

* Not just about stakeholders:
- the likely consequences of any decision in the long term

- the desirability of the company maintaining a reputation for high standards of
business conduct

* Reporting should
- Identify stakeholders and issues
- Explain methods of engagement

- Describe the impact on company’s and board’s decisions and strategies
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s172 statement

Section T72(1) Statement

P o et s sl

Exarhple: The Sage Group Plc,

Fostering

business

relationships
with suppliers,
customers and

others

Chair's statement
CEQ's review

Business model

Strategic priorities

Our approach to sustainability
Non-financial information
statement—Ethics and governance

Stakeholder Engagement: Customers
& Society

Principal Risks and uncertainties
Governance

Board activities

Annual Report and Accounts 2022, pp 72-73, 78

Outcomes from engagement:

o

Reqular monitoring of Net Promoter Scores

across the Group allows Sage to assess customer
santiment and identify areas where we can refine
the customer experignce. This will heélp address
pain points as well as generate additional value
for customers in areas which would help them mast

The Customer Connect initiative enables Sage
to keap its finger on the pulse with customers,
allowing us to make sure we rematn attuned to

their neaeds and help their businesses to thrive

The launch of Sage People Customer Ideas
Hub aims to make Sage People customers
feel empowered, valued and listensd to—and
at the centre of the Group's product vision
and strategy
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Ask a question and access resources

To ask a question
You asked. Click on the Q&A button in the bottom
What happens when | raise my hand? .

toolbar to open the question box.

Type in your question and press send.

Download resources

Access related resources, including
the presentation slides at
icaew.com/crfwebinars
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Faculty resources

* Hub pages
» Non-financial reporting (icaew.com/nfr)

» UK regulation (icaew.com/ukregulation)

» Factsheets (icaew.com/crffactsheets)
» Strategic Report and Directors' Report

» Overview of UK Regulation for Company
Accounts

« Webinars (icaew.com/crfwebinars)

» Getting started with climate reporting,
parts 1 and 2

* Introducing the Climate-related Financial
Disclosure Regulations

ICAEW KNOW-HOW
CORPORATE REPORTING FACLILTY

STRATEGIC REPORT AND DIRECTORS®
REPORT
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Corporate reporting at your fingertips

i e .. We are committed to providing members with practical

- B help in today's complex world of corporate reporting.

= = Visit icaew.com/corporatereporting for a range of
— e

= \ @ practical resources on UK GAAP, IFRS and UK

: regulations.

Visit icaew.com/crfevents for details of upcoming events
from the faculty and others that may be of interest.

Corporate Reporting Faculty Events 2023

| Discover the latest news and insights in corporate

reporting at icaew.com/byallaccounts

By All Accounts

A collsction of topical feature: snd opinicn plsces oo corporats
rapairg . 3l cra Ly e E] R and deselipmane

ﬁ
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Questions

Anne Warner Patrick Leach

Senior Manager Senior Manager
Deloitte PwC
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Thank you for attending

11|} Please take the time to fill out our &y * Contact the Corporate Reporting
* short survey:. - Faculty.

 Tel: +44 (0)20 7920 8533
« Email: cri@icaew.com

 Web: icaew.com/crfac

This webinar is presented by the Corporate Reporting Faculty.

The faculty produces a wide range of resources including factsheets and online guidance to help you
stay up-to-date and meet your continuing professional development needs. It also hosts webinars and
other events throughout the year, providing an opportunity to network with like-minded professionals.

ICAEW members can join the Corporate Reporting Faculty at no additional cost. Charges apply for non-
ICAEW members.

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

© ICAEW 2023



© ICAEW 2023



