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Item 9a
[bookmark: _Hlk63937345]3 June 2021
UPDATE ON EXTENDED EXTERNAL REPORTING (EER)
DESCRIPTION
Developments since the March 2021 FRC meeting include:
Reporting
IFRS Foundation
The Trustees of the IFRS Foundation have issued proposed amendments to the Constitution of the Foundation to accommodate the potential formulation of a new Sustainability Standards Board (ISSB) within the governance structure of the organisation.
The Trustees also published a Feedback Statement that summarises feedback received to their consultation on sustainability reporting.
XRB
The XRB has established a Project Steering Group to assist with meeting the climate reporting obligations in New Zealand.
In particular, the Project Steering Group has drafted ‘Design principles for CRD22 and guidance’. ‘CRD22’ is the term given to the initial climate reporting disclosures standard.
Assurance
The IAASB issued Non-Authoritative Guidance on Applying ISAE3000 (Revised) to Extended External Reporting Assurance Engagements.
The AUASB has issued this guidance in Australia.
Previous FRC discussion
To indicate the position the FRC has taken in recent meetings, Attachment 1 shows extracts of previous meetings.
Other
Michele Embling will report on how the climate reporting obligations evolved in New Zealand.
	action
Chair to lead discussion on next steps for the FRC. 




Attachment 1
Extract of minutes – 7 August 2020
	2
	FRC’s role in reporting on non-financial information in light of global developments

	
	John Stanhope and Michael Bray from the Australian Business Reporting Leaders Forum provided an update on global developments on reporting on non-financial information based on their personal experience.
In particular, they reported on growing support internationally for a body to oversee two standard setting boards – one for financial reporting standards and one for standards on reporting of non-financial information.
Members expressed their views on the need for and current practice on reporting on 
non-financial information both locally and internationally, and the position that the FRC should take.
To provide a succinct statement of the FRC’s view, simply to provide a basis for any further discussions about the matter, the Chair proposed the following two resolutions.
As developments in corporate reporting evolve globally, the FRC agrees that:
1. Should an oversight body for reporting on non-financial information (or Extended External Reporting), and if appropriate, assurance over that information, be warranted in Australia, the FRC should become that body.
2. The Australian Business Reporting Leaders Forum should take a non-exclusive advisory role to support the FRC.
Members approved Resolution 1 but not Resolution 2.
The Chair suggested that this issue be brought back to the September FRC meeting for further discussion.
Action:
The Chair to add to the agenda for the September FRC meeting the FRC’s role in reporting on 
non-financial information in light of global developments.



Extract of minutes – 3 September 2020
	12.b
	Update on Extended External Reporting (EER)
Members support the need to address international developments in regards to EER.
Members discussed and agreed to clarify with AGS the existing mandate of the FRC, AASB and AUASB to set standards on non-financial information. In particular, clarification is required whether the words ‘integral to understanding financial information’ covers other information such as climate change reporting.
Members discussed and supported the AASB’s proposal to update its Outcome Statement to reflect the remit of the AASB. Treasury will help the FRC facilitate advice to the Finance Minister on this after the 2020-21 Budget.  
Members noted that legislative changes may be required and would be explored in 2021 following the outcomes of the PJC Inquiry. 
Members noted that it was useful to receive a stakeholder report from the Business Reporting Leaders Forum to keep informed of global developments.
Action:
The Chair to clarify with AGS the existing mandate of the FRC, AASB and AUASB to set standards on non-financial information. In particular, clarification is required whether the words ‘integral to understanding financial information’ covers other information such as climate change reporting.
Treasury to help the FRC facilitate advice to the Finance Minister to update the AASB Outcome Statement after the 2020-21 Budget.  



Extract of minutes – 5 November 2020
	11.a
	Update on Extended External Reporting (EER)
Members discussed the IFRS Foundation’s ‘Consultation Paper on Sustainability Reporting’ issued in September 2020. Comments on this paper are due by 31 December 2020. The Chair noted that the FRC, AASB and AUASB will provide a joint submission to the consultation paper. A copy of the draft FRC, AASB and AUASB joint submission will be sent to the FRC for comments prior to lodgement. If required, a discussion on the draft FRC, AASB and AUASB joint submission can be held at the FRC meeting proposed to be scheduled in mid-December 2020 to discuss the FRC’s position on the final recommendations to the PJC Inquiry into the Regulation of Auditing in Australia.
The Chair noted that the AASB and AUASB will start preparatory work should it eventuate in the introduction of standards on non-financial information.
Action:
A copy of the draft FRC, AASB and AUASB joint submission to the IFRS Foundation’s ‘Consultation Paper on Sustainability Reporting’ will be circulated to the FRC for comments prior to lodgement.



Extract of minutes – 31 March 2021
	9.a
	Update on Extended External Reporting (EER)
The FRC has monitored EER for a couple of years and has issued a couple of FRC Position Statements. 
The FRC will monitor how the XRB in New Zealand develops a framework to allow a climate reporting standard to be produced. 
Marina Michaelides, a staff member of the AUASB, is working with the AASB on a plan going forward. Bill Edge and Keith Kendall will bring this plan to the FRC in the near future. 
The Australian Business Reporting Leaders Forum (BRLF) has written to the Minister offering to provide a briefing to the Minister and Treasury so that the Government is fully aware of the international developments. 
Members noted that there will be a need in the future to recruit a different skills set. The AASB has already held discussions internally to obtain capability in this area and has identified some potential people.
Members noted that clarification will be sought in the near future with the Australian Government Solicitor (AGS) regarding the existing mandate of the FRC, AASB and AUASB. In particular, clarification is required whether the words ‘integral to understanding financial information’ covers other information such as climate change reporting. 
Action:
FRC to write to the Minister to outline the speed of the international developments, including New Zealand and what the FRC propose going forward.
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