SGV Building a better
working world

Sustainability Reporting Developments

May 2023 | Monthly Update
EY Global Public Policy

An update on regulatory and policy developments shaping the way companies communicate
with stakeholders

Last week, G7 Finance Ministers and Central Bank Governors met in Niigata, Japan, where
they discussed a range of global challenges including their commitment to “consistent,
comparable and reliable disclosure of information on sustainability, including climate.”

With the International Sustainability Standards Board’s (ISSB) initial sustainability disclosure
standards expected next month, continued support from the G7 is an important signal as its
work will soon turn to adoption.

Meanwhile, the ISSB is taking steps to consider the next phase of its work. To that end, the
ISSB launched a public consultation on its standard-setting priorities for 2024-2026.

In the EU, the European Commission is expected to initiate this month a four-week public
consultation on the first set of European Sustainability Reporting Standards (ESRS).

We encourage companies, investors, and other interested parties to participate in these and
related consultations. It is an effective way for their voices to be heard as policymakers shape
the future of corporate reporting.

Elsewhere, in the US, there is continued speculation about the timing and content of the
Securities and Exchange Commission’s (SEC) climate disclosure rule.

A more complete rundown of global policy developments relating to sustainability reporting is
below. For quick access to regional developments, use the following links: Global; Americas;
Europe, Middle East, India and Africa (EMEIA); Asia-Pacific.

Was this message forwarded to you? Click here to subscribe.

Key developments
Global

While the International Sustainability Standards Board (ISSB) works to finalize its initial two
standards (IEFRS S1 General Requirements for Disclosure of Sustainability-related Financial
Information (S1) and IFRS S2 Climate-related Disclosures (S2)) by the end of next month,
the Board announced, as expected, a public consultation on its agenda priorities to inform
its 2024-2026 workplan.

The consultation requests input on three areas: (i) the ISSB’s strategic direction and balance of
activities, (i) criteria for assessing new priorities, and (iii) a shortlist of proposed new research
and standard-setting topics for the workplan. The shortlist includes: (i) biodiversity, ecosystem,
and ecosystem services, (i) 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.

The ISSB has its monthly meeting in London this week and is expected to approve
amendments to the climate-related Sustainability Accounting Standards Board (SASB)
standards to align them with S2. The amendments relate, primarily, to (i) revising the SASB
standards to align them with the industry-based guidance in S2 and (ii) adding disclosure topics
and metrics on the topic of financed emissions and referring directly to the respective guidance
in S2.

In addition, the ISSB has also published an exposure draft that explains the focused
methodology for updating references to jurisdiction-specific laws and regulations in the
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SASB Standards, in order to improve their international applicability. The consultation is
open until 9 August 2023.

Meanwhile, the International Accounting and Auditing Standards Board (IAASB)
announced it would accelerate its development of a global sustainability assurance
standard. The IAASB, which planned to launch a consultation on its proposed standard in
October 2023, said it will launch a public consultation in late July or early August.

Asia-Pacific

In Hong Kong, the Stock Exchange of Hong Kong Ltd. (SEHK) announced the publication of a
consultation paper on proposed climate-related reporting requirements aligned with the
ISSB for listed companies in Hong Kong. These mandatory requirements are an upgrade
from the current “comply or explain” approach. Submissions will be accepted until 14 July 2023.

Elsewhere, New Zealand’s External Reporting Board (XRB) has published additional guidance
for its Climate-related Disclosures standards. This guidance follows the XRB’s release of the
finalized standards in December 2022.

Americas

In the United States, there is continued speculation about when the Securities and Exchange
Commission (SEC) will release its final climate-related change disclosure rule.

In January, the SEC’s rulemaking calendar indicated plans to vote on the final rule in April.
While that date has come and gone, the SEC has not provided an update on when it intends
to release the rule.

At a webinar last month, former SEC Commissioner Robert Jackson suggested that the rule
could be published this fall. Some observers have suggested that a final rule could be released
in as early as June (based on SEC Chair Gary Gensler's March 2023 comments that SEC
regulations take, on average, 12-15 months to finalize after they are proposed), while others
have suggested that the rule could be published this fall. The SEC must provide one week’s
notice of any public meeting to vote on whether to approve the final rule.

In his testimony before the House Financial Services Committee last month, Chair Gensler
reiterated his view that the SEC has the legal authority to regulate climate disclosure to
“ensure fair and transparent markets rather than to advance any climate-related agenda.”

Gensler also stated that he hoped the EU would recognize the SEC climate rule as
comparable to the EU’s standard through what is known as “substituted compliance.”
Such recognition by the EU would exempt from the Corporate Sustainability Reporting Directive
(CSRD) firms that are complying with a comparable regulation in another jurisdiction.

However, according to reporting in the Wall Street Journal, if the SEC rule does not include
disclosure of Scope 3 greenhouse gas emissions (GHG), the EU would be less likely to treat
the US rule as comparable.

SEC Commissioner Hester Peirce, in separate remarks, argued again in opposition to the
agency'’s sustainability disclosure rulemaking and raised concerns about the push for
international convergence of disclosure standards.

Meanwhile, the Supreme Court of the United States announced it would review Chevron vs
Natural Resources Defense Council, a 1984 opinion, that if overruled, or substantially
narrowed, could have implications for the SEC’s authority including its work to mandate climate
disclosure.

Nevertheless, a new survey of senior US executives found that 70% are moving ahead
and will “proceed with compliance” with the proposed US climate rule regardless of when
the rule becomes law (NB: It should be noted that there is a possibility the rule does not
become law). 96% of those same executives said they will seek independent assurance
over sustainability disclosures regardless of whether assurance is required in the final rule.

In Canada, the Canadian Sustainability Standards Board (CSSB) announced that its first chair

and initial members have been appointed. The CSSB will partner with the ISSB by
supporting the uptake of ISSB Standards in Canada.

Europe, Middle East, India and Africa (EMEIA)
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In the European Union, the European Commission’s Directorate-General for Financial
Stability, Financial Services and Capital Markets Union (DG FISMA) announced it will launch
a four-week consultation on the first set of European Sustainability Reporting Standards
(ESRS) in May.

The consultation had been planned for mid-April. This delay is expected to slightly delay the
adoption of the first set of ESRS (which had been planned for 13 June 2023).

The European Commission requested the European Financial Reporting Advisory Group
(EFRAG) to postpone its work on the sector-specific ESRS potentially by one year and instead
focus more immediately on developing additional guidance for companies to apply the first set
of sector-agnostic ESRS.

In a letter to the European Commission, Accountancy Europe, a trade body, expressed
concerns around what it believes is inadequate funding for EFRAG. The letter called EFRAG

“dramatically underfunded” and said that there is serious risk that the CSRD is
“undermined” given a lack of proper resourcing and due diligence.

On the horizon
Key dates to watch over the next 90+ days:

TBC: In the US, release of the SEC’s final climate-related disclosure rule and draft human
capital management rule.

May 2023: In the EU, DG FISMA plans to launch a four-week consultation on the first set of
ESRS.

June 2023: In the EU, EFRAG plans to launch a consultation on the second set of ESRS
exposure drafts.

June 2023: The ISSB is expected to finalize its initial sustainability disclosure.

June 2023: In the EU, the Commission plans to adopt the first set of final ESRS (sector-
agnostic standards).

July/August 2023: The IAASB will launch a public consultation on its draft sustainability
assurance standard.

September 2023: The comment period for the ISSB standard-setting consultation will close.

Q3 2023: IOSCO is expected to release its decision on the endorsement of the ISSB
standards.

In case you missed it

Achieving Effective Internal Control Over Sustainability Reporting

New supplemental guidance from the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) is intended to help organizations achieve effective internal control over
sustainability reporting using the COSO Internal Control-Integrated Framework (ICIF). Link.

How the climate-related disclosure proposals from the SEC, EFRAG and ISSB compare
EY has released a new video discussing the key differences among the major climate-related
disclosure rules. Link.


https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.accountancyeurope.eu%2Fwp-content%2Fuploads%2F230426-Letter-to-EC-on-EFRAG-funding.pdf&data=05%7C01%7CKatrina.Denise.Corpus%40ph.ey.com%7Cd1d507841f804630649b08db5df49aa9%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638207077373025227%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=roe1pL98a64EAzOMzx1xgBRcRIH308LjORJbRygFeSY%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.coso.org%2FSitePages%2FCOSO-Releases-New-(ICSR)-Supplemental-Guidance.aspx%3Fweb%3D1&data=05%7C01%7CKatrina.Denise.Corpus%40ph.ey.com%7Cd1d507841f804630649b08db5df49aa9%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638207077373025227%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=PszVDNPaiCQIaOjV9oKnzZbmQ4axTtNAQ7zcuEYBV%2FA%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.youtube.com%2Fwatch%3Fv%3D3pHMtSY-dQI&data=05%7C01%7CKatrina.Denise.Corpus%40ph.ey.com%7Cd1d507841f804630649b08db5df49aa9%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638207077373025227%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=rFhjXA6RA9doc5wi8WzN5qvefHpmLmZ50NcJ1Cn9uYc%3D&reserved=0

Contact us

SGV

Building a better
working world

Clairma T. Mangangey
Climate Change and
Sustainability Services Leader
and Chief Sustainability Officer

Clairma.T.Mangangey@ph.ey.com

Katrina F. Francisco
Partner, Climate Change
and Sustainability Services

Katrina.F.Francisco@ph.ey.com

Julia Tay
Partner and EY Asia-Pacific Public
Policy Leader

Julia. Tay@sg.ey.com

SGV | Building a better working world

Benjamin N. Villacorte
Partner, Climate Change
and Sustainability Services

Benjamin.N.Villacorte@ph.ey.com

Glenda C. Anisco-Nifio
Partner, Audit, Financial Services
Organization and Climate Change
and Sustainability Services

Glenda.C.Anisco-Nino@ph.ey.com

SGV & Co. is a member firm of Ernst & Young Global Limited. EY refers to the global organization, and may refer to one or more, of the member firms
of Ernst & Young Global Limited, each of which is a separate legal entity. Ernst & Young Global Limited, a UK company limited by guarantee, does
not provide services to clients.

EY exists to build a better working world, helping to create long-term value for clients, people and society and build trust in the capital markets.
Enabled by data and technology, diverse EY teams in over 150 countries provide trust through assurance and help clients grow, transform and

operate.

Information about how EY collects and uses personal data and a description of the rights individuals have under data protection legislation are

available via ey.com/privacy. For more information about our organization, please visit ey.com/ph.

© 2023 SyCip Gorres Velayo & Co.

All Rights Reserved.
APAC No. 10001094
ED None

UEN 198905395E

This material has been prepared for general informational purposes only and is not intended to be relied upon as accounting, tax or other professional
advice. Please refer to your advisors for specific advice.


mailto:Clairma.T.Mangangey@ph.ey.com
mailto:Benjamin.N.Villacorte@ph.ey.com
mailto:Katrina.F.Francisco@ph.ey.com
mailto:Glenda.C.Anisco-Nino@ph.ey.com
mailto:Julia.Tay@sg.ey.com
mailto:Clairma.T.Mangangey@ph.ey.com
mailto:Benjamin.N.Villacorte@ph.ey.com
mailto:Katrina.F.Francisco@ph.ey.com
mailto:Glenda.C.Anisco-Nino@ph.ey.com
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Finsights.ey.com%2FNTIwLVJYUC0wMDMAAAGK793Bj83UAtP2qPtIOktxX8rKlPQyXaE58vF23YglmZ7q7z23-4n6z86pJP4lM0cOD0y48UNzITIvgLg%3D&data=05%7C01%7CKatrina.Denise.Corpus%40ph.ey.com%7Cd1d507841f804630649b08db5df49aa9%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638207077373025227%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=gwoX%2F9fEAvA%2FwIlA9hRLSPb78641bJZ5b6GCSm2rZVA%3D&reserved=0

