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Introduction

Since July 2024 when our New IFRSs for 2024 was published, the IASB has issued the following:

* Amendment to IFRS 9 ‘Financial Instruments’ and IFRS 7 ‘Financial Instruments: Contracts Referencing
Nature-dependent Electricity

* Annual improvements to IFRS — Volume 11

This publication is designed to be used by preparers, users and auditors of financial statements under IFRS
accounting standards. It includes a quick reference table of each standard/ amendment/interpretation,
including the effective date and whether early adoption is permitted. The publication gives an overview of the
impact of the changes, which may be significant for some entities, helping companies understand if they will
be affected and to begin their considerations. It will help entities plan more effectively by flagging up where
new processes and systems or more guidance may be needed.

In addition, the International Sustainability Standards Board (ISSB) has issued its first two standards, which
officially take effect on January 1, 2024:

+ IFRS S1 General Requirements for Disclosure of Sustainability-related Financial Information
+ IFRS S2 Climate-related Disclosures

In April 2025, ISSB has published an Exposure Draft proposing targeted amendments to IFRS S2 Climate-
related Disclosures that would provide reliefs to ease application of requirements related to the disclosure of
greenhouse gas (GHG) emissions.

The Ministry of Finance of the People’s Republic of China and the Hong Kong Institution of Certified Public
Accountants are developing local standards aligned with the ISSB Standards.

This publication will concurrently introduce key developments in IFRS sustainability disclosure standards,
allowing stakeholders to stay up to date with the latest trends and potential impacts in this area.
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Amended IFRS Accounting Standards

Effective date

laWaWal

+ Early adoption is permitted

Issue

IAS 21 sets out the exchange rate that an entity
uses when it reports foreign currency
transactions in the functional currency or
translates the results of a foreign operation in a
different currency. Until now, IAS 21 set out the
exchange rate to use when exchangeability
between two currencies is temporarily lacking,
but not what to do when lack of exchangeability
is not temporary.

On 15 August 2023, the IASB issued
amendments to IAS 21 to help entities:

» assess exchangeability between two
currencies; and

» determine the spot exchange rate, when
exchangeability is lacking.

7 PwC | New IFRSs for 2025

+ Annual periods beginning on or after 1 January 2025 \

Impact

An entity is impacted by the amendments when
it has a transaction or an operation in a foreign
currency that is not exchangeable into another
currency at a measurement date for a specified
purpose. A currency is exchangeable when
there is an ability to obtain the other currency
(with a normal administrative delay), and the
transaction would take place through a market
or exchange mechanism that creates
enforceable rights and obligations.

Assessing exchangeability between two
currencies requires an analysis of different
factors; such as the time frame for the exchange,
the ability to obtain the other currency, markets
or exchange mechanisms, the purpose of
obtaining the other currency, and the ability to
obtain only limited amounts of the other
currency.
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When a currency is not exchangeable into another currency, the spot exchange rate needs to be estimated.

The objective in estimating the spot exchange rate at a measurement date is to determine the rate at which
an orderly exchange transaction would take place at that date between market participants under prevailing
economic conditions.

The amendments to IAS 21 do not provide detailed requirements on how to estimate the spot exchange rate.
Instead, they set out a framework under which an entity can determine the spot exchange rate at the
measurement date using:

a. an observable exchange rate without adjustment, for example:
» a spot exchange rate for a purpose other than that for which an entity assesses exchangeability; or

« the first exchange rate at which an entity is able to obtain the other currency for the specified purpose after
exchangeability of the currency is restored.

b. another estimation technique, for example, that could be any observable exchange rate adjusted as
necessary to meet the objective of the new requirements.

In developing these amendments, the IASB decided not to set a hierarchy of observable exchange rates
to use in estimating a spot exchange rate. Whilst a hierarchy generally has a benefit of increasing
consistency, in this case, it might have imposed additional costs without providing more useful information.
The combination of a clear objective for the estimation, and a choice of what approach to take to make the
estimation, allows entities to decide on a cost-effective approach considering their specific circumstances.

The following diagram was added to the amendments to help entities to assess the requirements:

sy e

applicable I1AS 21
requirements.

Step 1: Assess whether a
currency is
exchangeable

Step 2: Estimate the spot
exchange rate when a currency
is not exchangeable

The amendments include accompanying new disclosures to help investors to understand the effects, risks
and estimated rates and techniques used when a currency is not exchangeable.

Effective date

The new requirements will be effective for annual reporting periods beginning on or after 1 January 2025,
with earlier application permitted.

Transition requirements

When an entity first applies the new requirements, it is not permitted to restate comparative information.
Instead, the entity is required to translate the affected amounts at estimated spot exchange rates at the date
of initial application, with an adjustment to retained earnings (if between foreign and functional currency) or to
the reserve for cumulative translation differences (if between functional and presentation currency).
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Amendments to IFRS 9 ‘Financial Instruments’ and IFRS 7 ‘Financial Instruments:
Disclosures on classification and measurement of financial instruments

Effective date

T aWaWal

» Annual periods beginning on or after 1 January 2026
» Early adoption is permitted

X\
N

Issue

On 30 May 2024, the IASB issued amendments to IFRS 9 and IFRS 7 to:

a)

b)

c)

d)

clarify the date of recognition and derecognition of some financial assets and liabilities, with a new
exception for some financial liabilities settled through an electronic cash transfer system;

clarify and add further guidance for assessing whether a financial asset meets the solely payments
of principal and interest (SPPI) criterion;

add new disclosures for certain instruments with contractual terms that can change cash flows
(such as some instruments with features linked to the achievement environment, social and
governance (ESG) targets); and

update the disclosures for equity instruments designated at fair value through other comprehensive
income (FVOCI).

The amendments in b) are most relevant to financial institutions, but the amendments in a), c) and d)
are relevant to all entities.

Impact

a)

11

Date of recognition and derecognition of financial assets and liabilities

The amendments clarify the date of recognition and derecognition of a financial asset or financial
liability, as set out in the table below.

Date of recognition the date the entity becomes the date the entity becomes
party to the contractual party to the contractual
provisions of the instrument provisions of the instrument

Date of derecognition the date the rights to cash the settlement date (that is,
flows expire or the asset is the date the liability is
transferred extinguished or otherwise

qualifies for derecognition)

* IFRS 9 provides an exception for regular way purchases or sales of financial assets that allows for recognition/derecognition using

either trade date or settlement date accounting. That exception continues to apply and is not impacted by these amendments.

PwC | New IFRSs for 2025
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However, the amendments provide an optional exception relating to the derecognition of a
financial liability. Applying the exception, an entity is permitted to derecognise a financial liability at
an earlier date if the cash transfer takes place through an electronic payment system and specific
conditions are met.

The conditions for the exception are that the entity making the payment does not have:
o the practical ability to withdraw, stop or cancel the payment instruction;

o the practical ability to access the cash; or

e significant settlement risk.

This exception does not apply to other payment methods such as cheques, and must be elected
on a system-by-system basis.

b) Assessing whether a financial asset meets the SPPI criterion

The amendments cover three areas that impact the SPPI assessment for financial assets:

e contractual terms that can change cash flows based on contingent events (for example,
interest rates linked to ESG targets);

e non-recourse features; and
e contractually-linked instruments (CLIs).
Contractual terms that can change the timing or amount of cash flows based on contingent events

Over the past few years, there has been an increase in lending products with interest rate
adjustments that incentivise customers to meet specified ESG targets. The amendments provide
additional guidance on the SPPI assessment for financial assets with contractual terms that can
change the timing or amount of contractual cash flows (summarised in the flowchart below).

No/
unsure

Not SPPI

13 PwC | New IFRSs for 2025
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Non-recourse features

When assessing whether a financial asset meets the SPPI criterion, an entity considers the
various features of the contract, including any ‘non-recourse’ features. The amendments clarify
that a financial asset has non-recourse features if the holder’s right to receive cash flows

is contractually limited to the cash flows generated by specified assets. The presence of such non-
recourse features does not necessarily preclude the financial asset from meeting the SPPI
criterion, but the features do need to be carefully considered.

Contractually-linked instruments (CLIs)

In some transactions, an issuer might prioritise payments using multiple CLIs that create
concentrations of credit risk (known as ‘tranches’). Identifying CLls is important, because IFRS 9
has specific requirements for determining whether their cash flows meet the SPPI criterion.

The amendments clarify that a key element that distinguishes CLIs from other financial assets with
non-recourse features is the waterfall payment structure that results in a disproportionate
allocation of cash shortfalls between the tranches.

c) New disclosures for borrowers and lenders about contingent events and their potential
impact on contractual cash flows

The amendments introduce new disclosure requirements for instruments with contractual terms
that can change cash flows because of events that are not directly related to changes in basic
lending risks (such as certain loans subject to ESG targets).

These new requirements are applicable to financial assets measured at FVOCI as well as financial
assets and liabilities measured at amortised cost, and include:

e a qualitative description of the nature of the contingent event;

e quantitative information about the possible changes to contractual cash flows — for example,
the range of possible changes; and

e the gross carrying amount of financial assets and amortised cost of financial liabilities subject
to these contractual terms.

d) Disclosures for FVOCI equity instruments

The amendments also change some of the disclosures for equity instruments designated at
FVOCI.

Effective date

The amendments to IFRS 9 and IFRS 7 will be effective for annual reporting periods beginning on or
after 1 January 2026, with early application permitted (subject to any endorsement process).

An entity can elect to early apply only the amendments discussed in (b) and (c) above together, without
yet applying the amendments discussed in (a) and (d).

When an entity first applies the amendments, it is not required to restate comparative information, and

is only permitted to do so if possible without the use of hindsight.
R

//

15 PwC | New IFRSs for 2025
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Amendment to IFRS 9 ‘Financial Instruments’ and IFRS 7 ‘Financial Instruments: Contracts
Referencing Nature-dependent Electricity

Effective date

T aWaWal

* Annual periods beginning on or after 1 January 2026
» Early adoption is permitted subject to local endorsement where

required Q
N

Issue

Contracts for electricity generated from nature-dependent sources such as wind or solar have become
more prevalent in many entities’ carbon mitigation journey.

These contracts are often structured as long-dated power purchase agreements (‘PPAs’) that either:

® provide the purchaser with an amount of electricity generated by the nature-dependent energy
source at a fixed price per unit (‘physical PPAs’), as well as environmental certificates; or

@ contain an embedded swap that net settles the difference between a fixed-price cash flow and a
floating-price cash flow related to an amount of nature-dependent electricity generated ('virtual
PPAs’ or ‘'VPPASs’), and deliver related environmental certificates.

A unique characteristic of these PPAs is that nature-dependent sources determine whether and how
much electricity is generated by the referenced facility at any point in time. This has created challenges
in practice in accounting for these contracts — particularly the criteria for the ‘own use’ exception in
IFRS 9 for physical PPAs

Impact

The IASB has amended the ‘own use’ and hedge accounting requirements of IFRS 9, and it has added
targeted disclosure requirements to IFRS 7. These amendments apply only to contracts that expose an
entity to variability in the underlying amount of electricity because the source of its generation depends
on uncontrollable natural conditions (such as the weather). These are described as ‘contracts
referencing nature-dependent electricity’.

PwC observation

While these nature-dependent electricity contracts also typically transfer environmental attributes,
often in the form of renewable energy certificates ('RECs'), the accounting for such RECs is not
addressed by the amendments. The amendments only apply to the nature-dependent electricity
component of these contracts.

17 PwC | New IFRSs for 2025
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The 'own use' amendments

Application guidance has been added, to assist an entity in determining whether certain contracts
referencing nature-dependent electricity should be accounted for as ‘own use’ contracts. An entity
should apply this guidance if:

® the contract obliges the entity to buy and take delivery of electricity when it is generated; as a result,
the entity is exposed to the risk of being required to buy electricity during a delivery interval in which
it cannot use the electricity; and

® the design and operation of the market in which the electricity is transacted under the contract
require the entity to sell any amounts of unused electricity within a specified time; as a result, the
entity has no practical ability to avoid selling any amounts of unused electricity.

Under the amendments, such a contract was entered into and continues to be held in accordance with
the entity’s expected electricity usage requirements if the entity has been, and expects to be, a ‘net
purchaser’ of electricity for the contract period. An entity is a ‘net purchaser’ if it buys sufficient
electricity to offset any sales of unused electricity in the same market in which the entity sold the
electricity.

PwC observation

Under the amendments, when determining whether it is a ‘net purchaser’, an entity should consider
reasonable and supportable information available without undue cost or effort about its past, current
and expected future electricity transactions over a reasonable amount of time. We believe that an
entity needs to apply judgement when determining what is a ‘reasonable amount of time’
considering the seasonal cycle of natural conditions and the entity’s operating cycle.

The amendments do, however, provide a 12-month backstop. As a result, when an entity
determines whether it has been a net purchaser, a 'reasonable amount of time’ should not exceed
12 months.

The hedge accounting amendments
Variable notional amount

An entity designating a contract referencing nature-dependent electricity as a hedging instrument in a
cash flow hedge relationship is permitted to designate the hedged item as a variable nominal amount
of forecast electricity transactions that is aligned with the variable amount of nature-dependent
electricity expected to be delivered by the generation facility as referenced in the hedging instrument.

PwC observation

We believe that the above provision will be helpful for an entity that has entered into a VPPA to
hedge physical purchases. For example, where volumes to be purchased for operational needs are
highly probable to equal or exceed those referenced in the hedging instrument, the volumes used in
the hypothetical derivative will adjust to match the volumes in the hedging instrument. However,
hedge ineffectiveness could arise due to other factors, such as timing and pricing differences.

19 PwC | New IFRSs for 2025
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Highly probable requirement

If the cash flows of the hedging instrument are conditional on the occurrence of designated forecast
transaction, that forecast transaction is presumed to be highly probable.

PwC observation

IFRS 9 currently requires a forecast transaction to be highly probable for it to qualify as a hedged
item. The amendments provide an exception to these general requirements for qualifying nature-
dependent electricity contracts only.

For these contracts to which the exception applies, the amendments to IFRS 9 essentially
supersede the 2019 IFRS® Interpretation Committee’s agenda decision ‘Application of the Highly
Probable Requirement when a Specific Derivative is Designated as a Hedging Instrument’.

This provision will be helpful for a seller of nature-dependent electricity that has entered into a
VPPA to hedge its physical sales of electricity at spot prices, because the seller will no longer be
constrained in designating only a highly probable sales volume.

Apart from these above-mentioned amendments, the existing hedge accounting requirements of IFRS
9 remain unchanged where a contract referencing nature-dependent electricity is designated as a
hedging instrument.

Disclosure requirements

Specific disclosure requirements apply to physical PPAs for nature-dependent electricity that are
accounted for as 'own use' contracts applying the amendments. Key disclosures include:

® the contractual features that expose the entity to the variability of the underlying amount of electricity
and to the risk that the entity could be required to buy electricity during a delivery interval in which it
cannot use the electricity;

® the unrecognised contractual commitments, including the estimated future cash flows from buying
electricity under these contracts; and

® the effect of the contracts on an entity’s financial performance during the reporting period; this
should include information for the reporting period about:
» the total cost of purchases under the contracts;
* how much of the purchased electricity was unused;
» the proceeds of sales of unused electricity; and
» the cost of purchases made to offset the sales of unused electricity.
For contracts referencing nature-dependent electricity designated as hedging instruments, an entity
should disaggregate the information about terms and conditions of hedging instruments required by

IFRS 7, so that this information is presented separately for contracts referencing nature-dependent
electricity.

What are the next steps

The amendments are effective for annual reporting periods beginning on or after 1 January 2026, with
some of the amendments subject to prospective application and others subject to retrospective
application. Earlier application is permitted (subject to any endorsement processes).
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Effective date

laWaWal

» Annual periods beginning on or after 1 January 2026
» Early adoption is permitted

N

Issue and Key Changes

Annual improvements are limited to changes that either clarify the wording in an Accounting Standard
or correct relatively minor unintended consequences, oversights or conflicts between the requirements
in the Accounting Standards.

The 2024 amendments are to the following standards:

® |FRS 1 First-time Adoption of International Financial Reporting Standards;

® |FRS 7 Financial Instruments: Disclosures and its accompanying Guidance on implementing IFRS 7;
® [FRS 9 Financial Instruments;

® [FRS 10 Consolidated Financial Statements; and

® |AS 7 Statement of Cash Flows.
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Effective date

Issue

* Annual periods beginning on or after 1 January 2027
» Early adoption is permitted

On 9 April 2024, the IASB issued a new standard — [FRS 18, ‘Presentation and Disclosure in Financial
Statements’ — in response to investors’ concerns about the comparability and transparency of entities’
performance reporting. The new requirements introduced in IFRS 18 will help to achieve comparability
of the financial performance of similar entities, especially related to how ‘operating profit or loss’ is

defined. The new disclosures required for some management-defined performance measures will also

enhance transparency.

Key changes

1. Structure of the statement of profit or loss

IFRS 18 introduces a defined structure for the statement of profit or loss. The goal of the defined
structure is to reduce diversity in the reporting of the statement of profit and loss, helping users of
financial statements to understand the information and to make better comparisons between
companies. The structure is composed of categories and required subtotals:

a. Categories: Iltems in the statement of profit or loss will need to be classified into one of
five categories: operating, investing, financing, income taxes and discontinued
operations. IFRS 18 provides general guidance for entities to classify the items among

these categories — the three main categories are:

Operating category

Not defined by IFRS 18, this is the
‘residual’ category for income and
expenses that are not classified in
other categories. This will typically
include the entity’s results from its
main business activities
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Financing category

This category includes

all income and expenses from
liabilities that involve only the
raising of finance (such as typical
bank borrowings); and

interest expense and the effects of

changes in interest rates from other
liabilities (such as unwinding of the

discount on a pension liability)
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IFRS 18 includes additional requirements for entities that provide financing to customers
(for example, banks) or that invest in assets with specific characteristics (for example, an
investment entity) as a main business activity. Some income and expenses that might
ordinarily have been classified in the investing or financing category, when applying the
general principles, will be presented in the operating category for these entities. The
result of this is that operating profit will include the results of an entity’'s main business
activities.

b. Required subtotals: IFRS 18 requires entities to present specified totals and subtotals:
the main change relates to the mandatory inclusion of ‘Operating profit or loss’. The
other required subtotals are ‘Profit or loss’ and ‘Profit or loss before financing and
income taxes’, with some exceptions (for example, where a bank has financing as a
main business activity and has made specific presentation choices).

These principles are illustrated in the following examples:

1) lllustrative statement of profit or loss for a general corporate

Statement of profit or loss — general corporate (operating expenses by function)

Line item CU Category

Revenue b @Il Operating

Cost of goods sold (X)

Gross profit X

Selling expenses (X)

General and administrative expenses (X)

Research and development expenses (X)

Operating profit X  Required subtotal

Share of profit from associates and joint ventures accounted for using POl Investing
the equity method

Interest income from cash and cash equivalents X

Profit before financing and income tax X  Required subtotal

Interest expense on borrowings Financing

Interest expense on other liabilities

Profit before income tax

Income tax expense

Profit from continuing operations X
Loss from discontinued operations (X) Discontinued operations
Profit for the year X  Required subtotal
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2) lllustrative statement of profit or loss for an insurer

Statement of profit or loss — insurer

Line item

CU Category

Insurance revenue

4 Operating

Insurance service expenses

(X)

Net expenses from reinsurance contracts held

X)

Insurance service result

X

Interest revenue calculated using the effective interest rate method

X

Dividends and fair value changes on financial assets

X

Credit impairment losses

X)

Finance expenses from insurance contracts issued

X)

Finance income from reinsurance contracts held

X

Net financial result

X

Other expenses

X)

Operating profit

X Required subtotal

Share of profit of associates and joint ventures accounted for using
the equity method

b4 Investing

Profit before financing and income tax

X Required subtotal

Interest expense on borrowings and pension liabilities (X)
Profit before income tax X
Income tax expense (X) Income tax

Profit for the year

X Required subtotal

3) lllustrative statement of profit or loss for an investment and retail bank

Statement of profit or loss — investment and retail bank

Line item

CU Category

Interest revenue calculated using the effective interest rate method

)4 Operating

Interest expense

X)

Net interest income

Fee and commission income

Fee and commission expense

Net fee and commission income

Net trading income

Net investment income, including cash and cash equivalents

X

Credit impairment losses

X)

Employee benefits expense

X)

Depreciation and amortisation expenses

)

Operating profit

X Required subtotal

Share of profit of associates and joint ventures

b4 Non-main investing and financing

Interest expense on pension and lease liabilities X)
Profit before income tax X
Income tax expense (X) | Income tax

Profit for the year
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2. Disclosures related to the statement of profit or loss

IFRS 18 introduces specific disclosure requirements related to the statement of profit or loss:

a.

Management-defined performance measures: Management might define its own
measures of performance, sometimes referred to as ‘alternative performance measures’ or
‘non-GAAP measures’. IFRS 18 defines a subset of these measures which relate to an
entity’s financial performance as management-defined performance measures (‘MPMs’).
Information related to these measures should be disclosed in the financial statements in a
single note, including a reconciliation between the MPM and the most similar specified
subtotal in IFRS® Accounting Standards. This will effectively bring a portion of non-GAAP
measures into the financial statements.

Disclosure of expenses by nature, for entities that present the statement of profit or
loss by function: Entities will present expenses in the operating category by nature,
function or a mix of both. IFRS 18 includes guidance for entities to assess and determine
which approach is most appropriate, based on the facts and circumstances. Where items
are presented by function, an entity is required to disclose information by nature for
specific expenses.

3. Aggregation and disaggregation (impacting all primary financial statements and notes)

IFRS 18 provides enhanced guidance on the principles of aggregation and disaggregation which
focus on grouping items based on their shared characteristics. These principles are applied
across the financial statements, and they are used in defining which line items are presented in
the primary financial statements and what information is disclosed in the notes.

4. Other limited changes

IFRS 18 will make some other limited changes to presentation and disclosure in the financial
statements. For example, IAS 7, ‘Statement of cash flows’, is amended to:

a.

specify ‘operating profit or loss’ as the starting point for reconciling cash flows from
operating activities; and

remove the existing options for the presentation of interest and dividends paid and
received.
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PwC Observation

The guidance on aggregation and disaggregation has changed. This will require entities to
reconsider their chart of accounts to evaluate whether their existing presentation is still appropriate
or whether improvements can be made to the way in which line items are grouped and described in
the primary financial statements. In addition, changes in the structure of the statement of profit or
loss and additional disclosure requirements might require an entity to make significant changes to
its systems, charts of accounts, mappings etc. The level of operational change required by the new
standard should not be underestimated, and entities should start thinking about the operational
challenges as soon as possible.

It might be difficult to identify MPMs, and extensive procedures might be required by auditors to
assess completeness.

Impact

All entities reporting under IFRS Accounting Standards will be impacted. The same requirements apply

for both public and private entities, including the identification and disclosure of MPMs.

The classification among categories for the statement of profit or loss is performed at the reporting
entity level — there might therefore be differences in classification between an entity’s individual
financial statements and the consolidated financial statements.

Effective date

The new standard will be effective for annual reporting periods beginning on or after 1 January 2027,
including for interim financial statements. Retrospective application is required, and so comparative
information needs to be prepared under IFRS 18.

In the year of adopting IFRS 18, the standard requires a reconciliation between how the statement of
profit or loss was presented for the comparative period under IAS 1 and how it is presented in the
current year under IFRS 18. Interim financial statements in the first year of adoption include similar
reconciliation requirements.
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IFRS 19 ‘Subsidiaries without Public Accountability: Disclosures’

Effective date

T aWaWal

» Annual periods beginning on or after 1 January 2027
+ Early adoption is permitted

N\

Issue

The standard was developed, in response to feedback from stakeholders, to allow subsidiaries with a
parent that applies IFRS® Accounting Standards in its consolidated financial statements to apply IFRS
Accounting Standards with reduced disclosure requirements.

IFRS 19 is a voluntary IFRS Accounting Standard that eligible subsidiaries can apply when preparing
their own consolidated, separate or individual financial statements.

These subsidiaries will continue to apply the recognition, measurement and presentation requirements
in other IFRS Accounting Standards, but they can replace the disclosure requirements in those
standards with reduced disclosure requirements.

PwC observations

For groups that currently apply IFRS Accounting Standards at both the consolidated and the
subsidiary reporting level, IFRS 19 will likely bring both operational relief and cost savings when
reporting at the subsidiary level. This is because subsidiaries can now keep only one set of
accounting records to meet the needs of both their parent company and the users of their financial
statements.

Benefit

IFRS 19 applies to eligible subsidiaries that elect to adopt the standard in their consolidated, separate
or individual financial statements. Eligible subsidiaries are those that are not publicly accountable and
whose ultimate or intermediate parent prepares consolidated financial statements available for public
use that comply with IFRS Accounting Standards.

An entity has public accountability if its equity or debt instruments are traded in a public market, if it is
in the process of issuing such instruments for trading in a public market, or if it holds assets in a
fiduciary capacity for a broad group of outsiders as one of its primary businesses.

Effective date

Eligible entities may elect to apply the new standard for reporting periods beginning on or after 1
January 2027. Unless permitted or exempted, comparative information needs to be prepared under
IFRS 19. Early application is also permitted; specific requirements apply if IFRS 19 is applied earlier
than IFRS 18 Presentation and Disclosure in Financial Statements.

Depending on the territory, there might be a local endorsement mechanism before the standard can be
applied.
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* TBD refers to ‘ to be decided * .
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IFRS Sustainability Disclosure Standards

Effective date

Annual periods beginning on or after 1 January 2024

S—— » Early adoption is permitted Q

The objective of IFRS S1 is to require entities to disclose information about its sustainability-related
risks and opportunities that is useful to users of general-purpose financial reports in making decisions
relating to providing resources to the entities.

IFRS S1 prescribes how entities prepare and report their sustainability-related financial disclosures. It | .
sets out general requirements for the content and presentation of those disclosures so that the

information disclosed is useful to users in making decisions relating to providing resources to the

entities.

IFRS S1 requires entities to disclose information about all sustainability-related risks and opportunities
that could reasonably be expected to affect the entities' cash flows, its access to finance or cost of
capital over the short, medium or long term. In particular, an entities is required to provide disclosures
about:

» the governance processes, controls and procedures the entities uses to monitor, manage and
oversee sustainability-related risks and opportunities;

« the entities' strategy for managing sustainability-related risks and opportunities;

» the processes the entities uses to identify, assess, prioritise and monitor sustainability-related risks
and opportunities; and

« the entities' performance in relation to sustainability-related risks and opportunities, including
progress towards any targets the entities have set or is required to meet by law or regulation.

Reminder:

The ISSB Standards are GAAP- agnostic and the reporting entities should comply with IFRS S1 in
conjunction with other ISSB Standards (e.g., the IFRS S2 Climate-related Disclosures).

Effective date
Annual periods beginning on or after 1 January 2024

S— « Early adoption is permitted Q

The objective of IFRS S2 is to require entities to disclose information about its climate-related risks and
opportunities that is useful to users of general-purpose financial reports in making decisions relating to
providing resources to the entities.
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IFRS S2 Climate-related Disclosures

IFRS S2 requires entities to disclose information that enables users of general-purpose financia
reports to understand:

» the governance processes, controls and procedures the entities use to monitor, manage and
oversee climate-related risks and opportunities;

» the entities' strategy for managing climate-related risks and opportunities;

» the processes the entities use to identify, assess, prioritise and monitor climate-related risks
opportunities, including whether and how those processes are integrated into and inform the
overall risk management process; and

» the entities' performance in relation to its climate-related risks and opportunities, including
greenhouse gas emission (GHG) disclosure, progress towards any climate-related targets it
and any targets it is required to meet by law or regulation.

and
entities'

has set,

Amendments to Greenhouse Gas Emissions Disclosures
Proposed amendments to IFRS S2

Issue

On 28 April 2025, the ISSB published the Exposure Draft Amendments to Greenhouse Gas Em

issions

Disclosures which sets out proposed targeted amendments to IFRS S2 Climate-related Disclosures in

response to application challenges related to greenhouse gas emissions requirements:
» the measurement and disclosure of Scope 3 Category 15 greenhouse gas emissions;

» the use of the Global Industry Classification Standard (GICS) for specific financed emissions
disclosures;

« the jurisdictional relief from using the Greenhouse Gas Protocol Corporate: A Corporate Accounting

and Reporting Standard (2004) to measure greenhouse gas emissions; and

 the applicability of jurisdictional relief for the use of global warming potential values from the
IPCC assessment to convert greenhouse gas emissions to CO2 equivalents.

Public commentary period ended on 27 June 2025 and the final amendments are expected to
published before the end of 2025. The proposed amendments are to ease reporting entities
'disclosure burden.

Note
ISSB also issued the Exposure Draft: Proposed Amendments to the SASB Standards and the

proposed Amendments to the Industry-based Guidance on Implementing IFRS S2, which will
influence the reporting entities on industry-based disclosure requirements.
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PwC observation

Sustainability disclosure has been gaining momentum over the past few years. Sustainability
information will be of signficant importance to long-term value of certain prospects, entities should
understand the disclosure requirements and the actions needed for the data collection,
measurement and disclosures.

There is also a joint project on Climate-related and Other Uncertainties in the Financial
Statements by the IASB and the ISSB. In June 2025, the IASB issued the Exposure Draft Climate-
related and Other Uncertainties in the Financial Statements with examples illustrating how entities
apply the requirements in IFRS Accounting Standards to report the effects of climate-related and
other uncertainties in its financial statements. The IASB expects to issue the illustrative examples in
October 2025.

ISSB has set a building block approach for relevant regulatory authorities from different jurisdictions
to adopt the IFRS Sustainability Disclosure Standards (ISSB Standards). Currently, the Ministry of
Finance of China and the Hong Kong Institute of Certified Public Accountants are developing local
standards aligned with the ISSB Standards. The HKEX and the three stock exchanges also issued
on sustainability disclosure requirements.

Sustainability Reporting Landscape in Chinese mainland and Hong Kong SAR
Chinese Mainland Hong Kong SAR

The Ministry of Finance of the

People’s Republic of China The Hong Kong Institute of Certified

Public Accountants

» Sustainability Disclosure Standard for L .
Business Enterprises — Basic Hong Kong Sustainability Disclosure

Standard (Trial) Standards
» Exposure Draft to Chinese

Sustainability Disclosure Standards for

Business Enterprises No. 1 — Climate

(trial) (“Climate ED”)

The Shanghai Stock Exchange (SSE), the The Hong Kong Exchanges and
Shenzhen Stock Exchange (SZSE) and Clearing Limited
the Beijing Stock Exchange (BSE)

Appendix C2 Environmental, Social and
Guidelines on Self-Regulation of Listed Governance Reporting Code Part D:
Companies — Sustainability Report (Trial) New climate-related Disclosures

Please refer to Useful link below for more details.
Useful link

e |ISSB publishes an exposure draft proposing amendments to IFRS S2

¢ |SSB to publish exposure drafts on SASB Standards and IFRS S2 industry-based guidance

e Example sustainability disclosures under IFRS Sustainability Disclosure Standards

¢ |FRS Sustainability Disclosure Standard —guidance, insights and where to begin

N\
¢ Ministry of Finance issued the Exposure Draft of Chinese Sustainability Disclosure Standards for \
Business Enterprises - Basic Standard and Explanation of the Drafting N

¢ Exposure Draft to Chinese Sustainability Disclosure Standards for Business Enterprises No. 1 —
Climate (trial) (“Climate ED”) and an Explanatory Memo to the Drafting (“EM”)

¢ HKICPA publishes HKFRS Sustainability Disclosure Standards
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Special section on the Sustainability disclosure

The Ministry of Finance of the
People’s Republic of China

The Sustainability Disclosure
Standard for Business Enterprises —
Basic Standard (Trial) *

Voluntary disclosure. Gradual expansion
from listed companies to non-listed

requirements in Chinese mainland

The Shanghai Stock Exchange #

The Guidelines No. 14 of SSE for
Self-Regulation of Listed Companies
— Sustainability Report (Trial)

Mandatory disclosure for any company
that is listed on the SSE 180 Index or

requirements

Reporting period: Consistent with the
annual report

companies, from large enterprises to the STAR 50 Index, or is listed

Scope of o : . : . .
e SMEs, and from qualitative requirements | simultaneously in Chinese mainland

application o . ] i

to quantitative requirements; gradual and overseas markets; voluntary

shift from voluntary disclosure to disclosure is encouraged for other listed

mandatory disclosure. companies.

Issued on 20 November 2024 Effective as of 1 May 2024, and will
Effective apply to Sustainability Reports for 2025
date calendar years to be issued prior to 30

April 2026.

Principle of Double (Impact + Financial) materiality Double (Impact + Financial) materiality
materiality

General requirements on disclosure of Follow the principle of double materiality,

sustainability theme-related risks, covers 21 ESG topics, and make

opportunities, and impacts in terms of qualitative and quantitative information
Disclosure environment, society, and governance, disclosure on applicable ESG issues.
content encompassing four core elements:

governance, strategy, risk and

opportunity management, and metrics

and targets.

Reporting date: At the same time as the | Reporting date: Within 4 months after

annual report the end of each fiscal year, and not
Time period

earlier than the annual report

Reporting period: Consistent with the
annual report

Assurance
requirements

Encourage third-party assurance of
sustainability reports

If there is third-party assurance, the
assurance conclusion, followed
assurance methodologies, and other
information should be disclosed

Alignment
with ISSB
Standards?

Align with the ISSB Standards

Align with the ISSB Standards

Note:* the MoF is also in the process of issuing the Climate Standard and the application guidance
of the Basic Standard (Trial), # Using SSE’s as an example
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Special section on the Sustainability disclosure
requirements in Hong Kong SAR

The Hong Kong Institute of Certified
Public Accountants

The Hong Kong Sustainability
Disclosure Standards

The Hong Kong Exchanges and
Clearing Limited

The Appendix C2 Environmental,
Social and Governance Reporting
Code Part D: New climate-related
Disclosures

Listed entities and
in Hong Kong (such as

, other Main Board
issuers, and GEM issuers, with phased

requirements

Reporting period: Consistent with the
annual report

Scope of
T banks, fund managers, insurance implementation of mandatory disclosure
application X ) ; :
companies and MPF trustees) requirements for different issuer types
From , mandatory disclosure of
Effective Scope 1 + Scope 2 emissions, with
AT additional specific requirements
disclosed on a "comply or explain" basis
Principle of Financial materiality Financial materiality + Material ESG
materiality metrics
» General Requirements for Disclosure |+ Part B: Mandatory Disclosure
of Sustainability-related Financial Requirements on Principles and
Disclosure Information Management structure
* Climate-related Information » Part C: General requirements, A1-A4
content .
Disclosures and B1-B8
» Part D: Climate-related Disclosures
Reporting date: At the same time as the | Reporting date: At the same time as the
. . annual report annual report
Time period

Reporting period: Consistent with the
annual report

Assurance
requirements

Encourage third-party assurance of
sustainability reports

Encourage third-party assurance of
sustainability reports

Alignment Fully converge with the ISSB Standards | Align with the ISSB Standards (only
with ISSB differ in three specific areas)
Standards?
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PwC China Corporate Reporting Services contacts

BRAREEKERE T FARER

Corporate Accounting Topic Team

South China / Hong Kong

Vincent Yao | @3 3F
+86 (755) 8261 8293
vincent.yao@cn.pwc.com

Elza Yuen | BrE3E
+852 2289 2314
elza.yuen@hk.pwc.com

Shelly Ip | HEH
+852 2289 2015
shelley.mc.ip@hk.pwc.com

Financial Instruments Team

South China / Hong Kong

lan Farrar | 7%
+852 2289 2313
ian.p.farrar@hk.pwe.com

Jason Li | £=RK
+852 2289 2908
jason.j.li@hk.pwc.com

North China

KunTang | EE
+86 (10) 6533 5042
kun.tang@cn.pwc.com

Francis Wong | B¢k

+86 (10) 6533 5558
francis.c.wong@cn.pwc.com

North China

April Zhang | 3k %8
+86 (10) 6533 5509
april.hm.zhang@cn.pwc.com

Sustainability Reporting Topic Team

Central China

Yvonne Kam | £B13C
+86 (21) 2323 3267
yvonne.kam@cn.pwc.com
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Central China

Michelle Fu | #5328
+86 (21) 2323 2948
michelle.fu@cn.pwc.com

Yvonne Kam | £ A3
+86 (21) 2323 3267
yvonne.kam@cn.pwc.com
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