Centre for Energy and
Environmental Markets

Financial Reporting Implications of a Carbon
Price in Australia and International
Developments

Dr. Maria Balatbat, School of Accounting and CEEM
26/03/2013

e
— Cen.tre for Energy and
Environmental Markets

SYDNEY © AUSTRALIA

Accounting Issues
l - Status of Standards on = HE SN ISR TR
Financial Reporting for BrRAE

Emissions Rights v )
I At R

treatments

- Lessons learnton current = EFEEHEHKINEZ S
trends in reporting and iz A&
disclosure in UK EUETS =X Elﬁﬁlﬁﬁﬁjﬂﬁ

HEEL%



State of Financial Reporting for
Emission Rights

No definitive guidance on
accounting

At best IASB issued IFRIC 3
“‘Emissions Rights” withdrawn
in late 2005 due to mismatches
in treatment of assets and
liabilities

Accounting for sulfur dioxide
(SO,) in the US where the
Federal Energy Reporting
Commission’s uniform systems
of accounts require that
emission allowances be
recorded at cost and not
marked-to-market.
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Main Concerns for Reporting Entities

= Principles to apply to

account for this transaction

= PwC/IETA (2007) identified

15 approaches to account
for emission allowances
/permits (6 main approaches
if differences in
classification are ignored)

= Lack of comparability

between entities if they
apply different accounting
treatments for a similar
transaction
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Lessons Learnt from UK ETS

+ Lack of guidance resulted » BRZIESRSE:

to:

- Inconsistencies in _ HEREMR—
financial reporting

- Lack of comparability _ SV STiR 2 [E BT e
between entities

- reduced investors’ _ BETEREENCVER
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company’s strategy and
approach to carbon
transactions including
trading
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Lessons Learnt from UK ETS
(continued)

Inadequate disclosure on recognition * Xt B BERCIUE 5 B9 1R AU FN
and measurement of carbon emission AR FEH
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= Measurement basis also varies for a
similar element

= Current policies induces volatility in P = HETBRESHP/ILEREFR
/L results T

= Lack of transparency on who is . s NUAZ = [T /N
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