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Dear Ms Ma

Public consultation on a consequential amendment to Listing Rule 17.5 following the introduction of mandatory
sustainability reporting

Deloitte is pleased to comment on the ASX Limited (ASX) proposals in its Public consultation on a consequential
amendment to Listing Rule 17.5 following the introduction of mandatory reporting (the Consultation).

We support the ASX in addressing the interaction of mandatory sustainability reporting under the Corporations Act
2001 with the ASX Listing Rules. As noted in our submission to The Treasury on the draft legislation to implement
mandatory sustainability reporting under the Corporations Act 2001, we recommended that the ASX, Treasury and
other government agencies such as ASIC, work together to manage investor expectations on the timeliness of climate
reporting.

As the overall annual report of an entity is required to include the sustainability report and the auditor’s report on the
sustainability report, in practical terms it would be difficult for an entity to lodge only the financial report, directors
report and auditor’s report on the financial report and be compliant with the Corporations Act 2001. In addition,
Australian Sustainability Reporting Standard AASB S2 Climate-related Disclosures requires an entity to report its
climate-related financial disclosures at the same time as its related financial statements. Lodging the sustainability
report after the other required reports would not meet these requirements. We do not, therefore, support the
proposals set out in the Consultation.
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In addition, notwithstanding these proposals the obligation for auditors to consider reporting non-compliance with
the lodgement requirements of the Corporations Act 2001 to ASIC in accordance with section 311 of that Act would
remain.

We recommend that the ASX take a different approach to the issue being addressed in the Consultation. We suggest
that the ASX liaise with ASIC and Treasury to implement an ASIC Corporations Instrument(s) to allow certain classes of
entities additional time for compliance with the lodgement requirements. This was the approach adopted for
Australia’s transition to Australian Accounting Standards compliant with IFRS Accounting Standards in 2005 and proved
an appropriate and pragmatic response.

Furthermore, the ASX could consider amending Appendix 4E to Chapter 4 of the ASX Listing Rules to require entities
to include information about whether the entity is required to prepare and lodge a sustainability report under the
Corporations Act 2001 (or is intending to comply voluntarily in terms of the proposed amendments to the so-called
modified liability provisions under that Act), without requiring the lodgement of that report with the Appendix 4E.

This approach would permit the ASX to monitor compliance and make automatic suspensions under Listing Rule 17.5.

We also note that the current proposals permitting deferral are likely to increase assurance costs due to inefficiencies
arising from the extended reporting timeline. We note that sustainability reports are subject to phased assurance and
will be subject to limited assurance in the first year of reporting in respect of certain specified disclosures. It is our
expectation that the auditor of the financial report and the sustainability report will be the same. Deferring lodgement
of the sustainability report will introduce inefficiency into the assurance process which will result in increased costs to
preparers and auditors. We note that the Corporations Act 2001 and the Australian Sustainability Standards require
both reports to be issued coterminously. We expect the assurance provider to plan and deliver their assurance on this
basis.

We include our detailed responses to the ‘issues for consideration’ in the Consultation in the Appendix to this letter.

Thank you for the opportunity to provide our views. Should you wish to discuss the responses in our submission,
please reach out to me on jacqustrydom@deloitte.com.au.

Yours sincerely

i

Jacques Strydom
Partner
Deloitte Touche Tohmatsu
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APPENDIX — DETAILED RESPONSES TO THE ISSUES FOR CONSIDERATION IN THE CONSULTATION

Do you support the proposed changes to Listing Rule 17.5 to retain the current status quo and, if not, why
not?

We do not support the proposed changes to Listing Rule 17.5 as we believe they will be non-operational in
practice.

As the overall annual report of an entity is required to include the sustainability report and the auditor’s report on
the sustainability report, in practical terms it would be difficult for an entity to lodge only the financial report,
directors’ report and auditor’s report on the financial report and be compliant with the Corporations Act 2001. In
addition, Australian Sustainability Reporting Standard AASB S2 Climate-related Disclosures and ASIC RG 280.95
require an entity to report its climate-related financial disclosures at the same time as its related financial
statements®. Lodging the sustainability report after the other required reports would not meet this requirement.

In addition, the obligation for auditors to consider reporting non-compliance with the lodgement requirements of
the Corporations Act 2001 to ASIC in accordance with section 311 of that Act would remain.

We recommend that the ASX instead liaise with ASIC and Treasury to implement any ASIC Corporations
Instrument(s) or other regulatory changes necessary to allow certain classes of entities to have additional time for
compliance with the overall lodgement requirements within the broader policy objectives for sustainability
reporting. The ASX could then also implement a waiver for those affected entities. This approach would be similar
to the approach adopted when Australia transitioned to Australian Accounting Standards compliant with IFRS
Accounting Standards in 2005.

We also acknowledge that without additional information, the ASX would not be able to enforce automatic
suspensions in accordance with ASX Listing Rule 17.5 where a sustainability report was not lodged. We suggest
possible approaches to this in our response to question 3 below.

Accordingly, we instead suggest that the ASX consider amending Appendix 4E to Chapter 4 of the ASX Listing Rules
to require entities to include information about whether the entity is required to prepare and lodge a sustainability
report under the Corporations Act 2001 (or is intending to comply voluntarily in terms of the proposed
amendments to the so-called modified liability provisions under that Act), without requiring the lodgement of that
report with the Appendix 4E.

We also note that sustainability reports are subject to phased assurance and will be subject to limited assurance
in the first year of reporting in respect of certain specified disclosures. It is our expectation that the auditor of the
financial report and the sustainability report will be the same. Deferring lodgement of the sustainability report will
introduce inefficiency into the assurance process which will result in increased costs to preparers and auditors. As
noted above the Corporations Act 2001 and the Australian Sustainability Standards require both reports to be
issued coterminously. We expect the assurance provider to plan and deliver their assurance on this basis.

1 AASB S2:[D]64, noting that the option in IFRS Sustainability Disclosure Standard IFRS S1 General Requirements for Disclosure of Sustainability-
related Financial Information for an entity to report its sustainability-related financial disclosures later than its financial report is not present in
Australian Sustainability Reporting Standards. In addition, AASB S2 also contains a ‘connectivity’ requirement, whereby entities reporting under

AASB S2 are required to consider the connections between the information disclosed in the sustainability report with the information disclosed in

the related financial statements.



Deloitte

2. Are you aware of any unintended consequences that are not mentioned in [the Consultation] paper
a) if the proposed change is made?

Interaction with ASIC Corporations Instruments

ASIC has made amendments to ASIC Corporations (Reporting by Stapled Entities) Instrument 2023/673 and ASIC
Corporations (Electronic Lodgment of Financial and Sustainability Reports) Instrument to accommodate the
introduction of mandatory sustainability reporting. Where the sustainability report is not lodged at the same time
as the related financial report, the entity may be unable to rely on the relief provided in those instruments.

For example, section 6A of ASIC Corporations (Reporting by Stapled Entities) Instrument 2023/673 links relief in
relation to sustainability reports to equivalent relief in relation to financial reports. It is unclear whether there is
an implied combined lodgement requirement under those provisions.

We recommend that the ASX liaise with ASIC to determine how to ensure this relief remains operative.
Investor expectations

In the event the proposed change is made, we recommend that the ASX explain its approach in a way that does
not suggest that the sustainability report is less important that financial report and other reports included in the
annual report. Instead, the ASX should explain that the approach is a pragmatic solution as sustainability reporting
evolves and is fully integrated into the corporate reporting ecosystem.

In addition, we believe the ASX should more strongly signal that the proposed change is an interim measure that
will be closely monitored with a view to its removal in time to coincide with the finalisation of the phase-in of
sustainability reporting and related assurance from 1 July 2030.

This information could be conveyed in a note to Listing Rule 17.5 so that preparers and investors are aware of the
context of the change.

2. Areyou aware of any unintended consequences that are not mentioned in [the Consultation] paper
b) if the proposed change is not made?

We are not aware of any unintended consequences that are not mentioned in the Consultation paper if the
proposed change is not made.

3. If the proposed change is not made, do you support ASX imposing additional requirements on listed entities
to assist ASX to monitor and enforce the expanded scope of Listing Rule 17.5? What should these requirements
be and do you think that there would be any unintended consequences?

If the proposed change is not made, we would support the ASX imposing additional reporting requirements on
listed entities.

As noted above, we recommend that the ASX consider amending Appendix 4E to Chapter 4 of the ASX Listing Rules
to collate additional information for the ASX to monitor compliance with Listing Rule 17.5.

This approach would permit the ASX to monitor compliance and make automatic suspensions under Listing
Rule 17.5.
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