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COMMENT: IFRS SUSTAINABILITY STANDARDS EXPOSURE DRAFTS; IFRS S1 

AND IFRS S2

July 28, 2022 

Emmanuel Faber, ISSB Chair 

Sue Lloyd, ISSB Vice-Chair 

International Sustainability Standards Board 

IFRS Foundation, submitted via commentletters@ifrs.org 

 

Dear Chair Faber and Vice-Chair  Lloyd,  

Next to our General Comment, which we are submitting in parallel, together with some of our partner 

organizations, the team at Climate & Company is hereby providing more technical inputs on a subset of the 
questions that were part of the two exposure draft surveys, IFRS 1 and IFRS 2. Climate risks, opportunities, 

and impacts are material to investment decisions, and transparency is crucial to enable financial market 

participants to evaluate and price-in sustainability risks and impacts. To date, a lack of comparability of 

available or disclosed data and the varying degrees of scope, relevance, and completeness of climate and 

sustainability disclosure regimes hamper financial actors’ abilities to consider sustainability risks, 
opportunities, and impacts systematically in their financial  and risk assessment decisions.  

The experts at Climate & Company and the University of Bamberg involved in this comment, have collective 

decades of experience working with carbon/climate finance and environmental reporting. Amongst others, 
through our direct, personal involvement in and exchanges with the relevant international bodies (GRI,  the 

ISSB, IPSF, EU sustainable finance platform, EFRAG sustainability reporting expert groups), we are intimately 
familiar with the issues these standards seek to, rightfully, address.    

While we support the IFRS S1 and IFRS S2 (hereafter ‘the Exposure Drafts’) and hope to see a swift adoption 
and implementation, we would like to provide several recommendations for improvement.  

Moreover, we would like to provide you with a focused set of suggestions based on our policy expertise, our close 

cooperation with reporting entities (in particular corporates) and users of disclosures (in particular financial 

institutions and regulators), and our substantial research track record, to support you in this important 
initiative. For ease and effectiveness, we have structured our comments according to the chapters of the Exposure 

Drafts. Where possible or applicable, we marked with “Q[number]” the comments to specific questions.  

 

IFRS S1 General Requirements for Disclosure of Sustainability -related Financial  

Information 

Q8. Based on our expertise and experience with materiality, we believe that this definition of materiality 
presented in the IFRS S1 draft is not yet clear enough. It refers to the entity-specific characteristics of 
materiality and does not (yet) specify thresholds for materiality (see S1.58). This inhibits comparability and, 
by consequence, the usefulness of the reported information to investors and other stakeholders for the 
following reasons: First, entities require more guidance than presented in the Exposure Draft to avoid costly 
processes of materiality identification. Readily available classification, such as the SASB materiality map 
(which is referred to in other parts of the IFRS exposure drafts), provide such guidance and could also be 
included as guidance for the identification of material issues in the IFRS guidelines. Second, based on the 
IFRS S1 Exposure Draft, entities can refrain from reporting on the minimum requirements if they argue that 
an issue is not material. In light of this potential escape, the entity-specific approach inhibits comparability 
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as two otherwise similar entities might differ in regard to their thresholds to define materiality and, therefore, 
report about different issues. Therefore, we suggest  the following: 

Suggestion 1: In the context of sustainability disclosure, it seems useful to provide more general guidance 

(e.g., sector-specific topics) or a minimum set of sector-specific sustainability issues which need to be 
disclosed. Entities can be allowed to add further issues, which seem to be material from their perspective.  

However, the ISSB defines materiality only from an investor perspective (outside-in perspective or financial 
materiality). This is problematic for different reasons. First, this definition does not acknowledge the 
dynamic nature of materiality, especially for sustainability issues, where topic s which are not understood to 

be financially material today can become financially material in the (near) future. For example, climate 
change-related issues were not reported extensively by companies in the past and only recently, it was 
understood that physical and transitory risks have serious financial consequences for companies. Second, 
one of the essential roles of sustainability disclosure regulation is to avoid opportunistic use of such 

disclosures, for example, for greenwashing. The definition of sustainability refers to "development that 
meets the needs of the present without compromising the ability of future generations to meet their  own 
needs" 1 . It is clear that sustainability-relevant information extends beyond the information needs of 

investors. By limiting the definition of materiality to cover only the financial perspective, the ISSB can be 
easily criticized for institutional greenwashing as important impacts of a company on the society or 

environment can be ignored in an ISSB sustainability report.  

Suggestion 2: The materiality definition should be extended to consider double materiality or, at the very 

least, dynamic materiality. Alternatively, the label of "Sustainability disclosure" should be adjusted to 
acknowledge the narrow nature of the ISSB standards. "ESG disclosure" seems a more suitable label when 

only financial materiality of sustainability information is considered.  

Q12. Under the Exposure Draft, relief from reporting is allowed when local laws or regulation prohibit the 
entity from disclosure only if the firms provide a reasonable statement with explanation. Nonetheless, we 
advise the ISSB to be cautious about this relief and suggest providing a set of specific KPIs with clear 
guidance and calculations for the instances when this relief is not applicable. Research has shown that clear 
guidance is needed to minimise the potential of greenwashing and cherry-picking2 and, therefore, a relief 
should only be possible for that information which might be controversial. In addition, an explanation 
should be provided explaining which information is omitted and why that is the case.  

Q14. We see the main problem from the Exposure Draft’s explicit focus on financial (outside-in) materiality, 
and the possibility that firms could avoid reporting on selected sustainability issues even if IFRS exposure 

drafts provides baseline reporting standards when a company evaluates a sustainability topic as financially 

immaterial.  

First, the label “sustainability” suggests a broader perspective of disclosure, which goes beyond the outside -

in perspective and also considers the impacts that a company has on its environment ( inside-out 
perspective). Therefore, we see a potential risk for the credibility of the ISSB if the disclosure standard 

addresses only the limited subset of the outside-in perspective to identify relevant sustainability 

information. Readers of such sustainability reports can perceive the disclosure as selective. Therefore, either 
the label or the scope of the materiality definition should be adapted in a way that both label and materiality 
definition are more aligned. 

 
1 UNWCED. (1987). “Report of the world commission on environment and development: Our common future.” Oxford: Oxford 
University Press. link 
2 Bingler, J. A., Kraus, M., & Leippold, M. (2021). ”Cheap Talk and Cherry-Picking: What ClimateBert has to say on Corporate 

Climate Risk Disclosures”. SSRN, link; Korca, B., Costa, E., & Farneti, F. (2021). “From voluntary to mandatory non-financial 

disclosure following Directive 2014/95/EU: An Italian case study”. Accounting in Europe, 18(3), 353-377, link 

https://sustainabledevelopment.un.org/content/documents/5987our-common-future.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3796152
https://www.tandfonline.com/doi/abs/10.1080/17449480.2021.1933113?journalCode=raie20
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Second, the Exposure Draft allows entities to refrain from reporting on even the minimum requirement if 
they consider a sustainability issue as financially immaterial. At the same time, companies are required to 
carry out their own materiality assessments on a yearly basis without specific guidance or t hresholds. As a 
consequence, it is possible that similar companies reach different conclusions about their material issues. 

Clearly, this inhibits comparability for users of such information, and it might undermine the intended role 
of ISSB standards as minimum requirements. As we suggest above, it would be more useful to require a set 
of sector-specific issues to be addressed by a company as a minimum, while companies can identify further 
topics based on their individual assessments of material issues.  

Q15. Digital reporting and tagging of specific sustainability-related metrics can become very valuable to 

create a public database for shareholders and stakeholders. Currently, a large fraction of sustainability data 
is provided by commercial providers and therefore not publicly accessible. Therefore, we suggest that the 

ISSB should already consider how the reporting can contribute to a si ngle point of access for filings and 
information of sustainability information. We believe that the EDGAR Database of the SEC provides a starting 

point with an example of the set-up for financial disclosure.3 In addition, the current developments for the 
European Single Access Point (ESAP) provide another reference point for the development of a sustainability 
reporting database. To efficiently set up such a database, it is crucial that the ISSB considers which metrics 

should be digitally tagged in the reporting process and identify which ones are not poss ible to digitally tag. 

Q16. We have two main comments regarding the costs arising from entities using the current version of the 
Exposure Drafts as follows: 

1) The current proposal demands entity-specific materiality assessments for every reporting year, which is 
costly. 

2) At the same time, the entity-specific materiality assessment in combination with no guidance from ISSB 
will decrease the comparability of sustainability information (as the materiality assessment of similar 
companies can differ in methodology and results). This inhibits comparability for investors, which decreases 
the potential benefits. 

The ISSB can address the shortcoming from 1) and 2) by providing clear guidance - at least on a sectoral 
level. If the ISSB defines sector-specific issues, which must be reported (e.g., following the SASB materiality 

map), then entities can provide additional information for issues, which they assess to be material from their 

individual perspective. Such an approach would decrease the costs of materiality assessment (only 

additional issues would need to be considered). At the same time, the information provided would be 

comparable within the sector.4  

 

IFRS S2 Climate-related Disclosures 

Q1. Existing research provides compelling evidence that disclosure of corporate sustainability information 
improves the information environment for capital market participants. More specifically, carbon emissions 
are consistently found to be relevant for firm valuation; experimental evidence also shows that climate-
related information is material, 5 and that climate-related risk disclosure is related to lower information 

 
3 U.S. Securities and Exchange Commission. “EDGAR—Search and Access” link 
4 Bossut, M., Juergens, I., Pioch, T., Schiemann, F., Spandel, T., Tietmeyer, R. (2021). “Why it would be important to expand the 

scope of the Corporate Sustainability Reporting Directive and make it work for SMEs”. Wissenschaftsplattform Sustainable 
Finance. link  
5 Matsumura, E. M., Prakash, R., & Vera-Munoz, S. C. (2014). ”Firm-value effects of carbon emissions and carbon disclosures.” 

The accounting review, 89(2), 695-724. link; Griffin, P. A., Lont, D. H., & Sun, E. Y. (2017). “The relevance to investors of greenhouse 

gas emission disclosures.” Contemporary Accounting Research, 34(2), link; Clarkson, P. M., Li, Y., Pinnuck, M., & Richardson, G. 

D. (2015). “The valuation relevance of greenhouse gas emissions under the European Union carbon emissions trading scheme.” 
 

https://www.sec.gov/edgar/search-and-access
https://wpsf.de/publikation/pb-8-2021-why-it-would-be-important-to-expand-the-scope-of-the-corporate-sustainability-reporting-directive-and-make-it-work-for-smes/
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1921809
https://onlinelibrary.wiley.com/doi/abs/10.1111/1911-3846.12298
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asymmetry.6 Overall, this strongly indicates that disclosure of climate-related information can improve the 
information environment for primary users of general-purpose financial reporting. At the same time, recent 
research finds no empirical evidence of a negative impact of  the introduction of a mandatory carbon 
emission regulation in the UK on the operating performance of firms.7 Therefore, based on the current status 
of academic research, we support the proposed objective of the Exposure Draft to require a company to 
report on climate-related risks and opportunities. 

However, while the focus of the IFRS S2 is on users of general-purpose financial reporting, disclosure using 
those standards will be inconsistent with disclosure regulations of jurisdictions, which apply a  double 

materiality perspective such as the ESRS in the EU. Thus, while the IFRS S2 focus is on risks and opportunities 
from an outside-in perspective, the focus of draft ESRS embraces both the inside-out and outside-in 

perspectives. We address and discuss this issue in detail above (see our answer to Q8 of IFRS S1 ). 

Q3. Considering that the IFRS Exposure Drafts aim to become the global baseline in sustainability reporting, 
many shortcomings appear while reviewing the sector-specific guidelines. This is partially because in 
different regions worldwide, different units of measurement are being used which could sow confusion 
among preparers of reporting. For instance, in Japan, the Act on Rationalizing Energy Use and Act on 
Promotion of Global Warming Countermeasures proposes units of measurement which might not be in line 
with what the ISSB is offering for certain industries to use for disclosure purposes. What the exposure drafts 
are offering is rather vague and seems not to carefully take into consideration the differences worldwide 
while at the same time aiming to become the global baseline.  Therefore, to reduce confusion for entities 
and to provide meaningful metrics which fits with regional/jurisdictional approaches, a more thorough 
consideration is needed from the IFRS' side. 

Q4. Disclosure on value-chain information is highly important to ensure a sustainable transition. In most economic 

sectors, the bulk of environmental risks are rooted in the supply chain: On average, entities’ emissions from the 

supply chain are five times higher than from direct operations,8 while large sectors such as retail and food industries 

are characterized by substantial upstream dependencies on ecosystem services. To date, availability of supply 
chain data is limited9, and regulation is one of the key drivers of increased data availability. Therefore, we agree 
with the disclosure requirement on the value chain. However, in terms of qualitative versus quantitative 

information, it is important to note that for comparison reasons, qualitative disclosure might not be useful to the 

same extent as the quantitative information. Also, it is important that disclosure is provided both on upstream and 
downstream activities. Negative impacts on an entity's value chain are financially material to the entity and cannot 

be identified by investors based on other available information. Therefore, we recommend that the ISSB provides 

clear KPIs on upstream and downstream activities which could be easily used by entities to disclose information. 

Q5. When outlining targets, information such as i) timeframe of the target, ii) baseline year to assess progress, 
and iii) key performance indicators used to measure progress shall be disclosed and clearly reported. For 
example, as the European Sustainability Reporting Standards (ESRS) exposure drafts also outline, when the 
target is medium- to long-term, interim targets should follow. In this case, observation of progress is 

 

European Accounting Review, 24(3), 551-580. link; Ott, C., & Schiemann, F. (2022). “The market value of decomposed carbon 

emissions.” Journal of Business Finance & Accounting. link 
6 Reimsbach, D., Schiemann, F., Hahn, R., & Schmiedchen, E. (2020). “In the eyes of the beholder: Experimental evidence on the 

contested nature of materiality in sustainability reporting.” Organization & Environment, 33(4), 624-651. link; Schiemann, F., & 

Sakhel, A. (2017). “Carbon disclosure, contextual factors, and information asymmetry: The case of physical risk reporting.” 

European Accounting Review, 28(4), 791-818. link 
7 Downar, B., Ernstberger, J., Reichelstein, S., Schwenen, S., & Zaklan, A. (2021). "The impact of carbon disclosure mandates on 

emissions and financial operating performance." Review of Accounting Studies, 26(3), 1137-1175. link 
8 Erdmann, K., Hessenius, M., & Yahisi, M. (2022). Supply Chains in the Spotlight: The role of supply chain (disclosure) regulations. 

Climate & Company. link 
9 Jürgens, I. & Erdmann, K. (2020). A Short Qualitative Exploration of the Reporting and Use of Non-Financial Data in the Context 

of the Fitness Check of the EU Framework for Public Reporting by Companies. Deutsches Institut für Wirtschaftsforschung. link 

https://www.tandfonline.com/doi/abs/10.1080/09638180.2014.927782
https://onlinelibrary.wiley.com/doi/full/10.1111/jbfa.12616
https://journals.sagepub.com/doi/10.1177/1086026619875436
https://www.tandfonline.com/doi/full/10.1080/09638180.2018.1534600
https://link.springer.com/article/10.1007/s11142-021-09611-x
https://static1.squarespace.com/static/5df77c5a779af428e4cc66b8/t/624c73061bbdd3600c87066f/1649177351089/Supply+Chain+Disclosure+Policy+Brief.pdf
https://www.diw.de/documents/publikationen/73/diw_01.c.704204.de/diwkompakt_2020-147.pdf
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facilitated both for companies themselves and other interested parties such a s investors. A high level of 
transparency on transition plans is important to avoid greenwashing issues. In case an entity does not 
include any transition plans, it is important to explain why this is the case.  

Regarding the offsetting, the terminology of offsets implies that a net-zero of carbon emissions can be 
achieved through neutralising emissions with carbon removal technology. However, this application has 
been subjected to discussion and might be counterproductive towards achieving carbon reduction in firms’ 
business models10. In this regard, EFRAG has suggested to refrain from using the term offsetting, but rather 

carbon credits, which we recommend to the ISSB as well. Also, the ISSB allows for offsetting in the climate-

related targets, which should be excluded. We argue that target setting should rely on reducing carbon 
emissions, rather than continuing to emit as usual and buying nature-based or technology carbon removals 

to equalize. The risk (and costs) of climate change is too high to put confidence in these carbon removal 
actions rather than real carbon reductions. 

If the use of carbon credits remains indispensable, it is extremely important that the company understands 
the following aspects:  

• the integrity of credits used, 

• the role of internal emissions reductions, and 

• the period over which emissions reductions are made. 

It is important that investors are able to judge the company’s emissions with and without offsets, as the 
quality of offsets and their longevity vary widely.  The company needs to provide sound information on the 

method used to reduce emissions to avoid greenwashing.  

Q6. We agree that it is highly important to report information on the anticipated effects of significant 
climate-change risks and opportunities over the short, medium, and long-term, however, the issue as raised 
in other points as well is that this does not capture the impacts from an inside-out perspective. While the 
approach the IFRS Exposure Drafts provide guidance on disclosure of anticipated effects of climate change 
on the financial position or performance, the anticipated effects instead that the entity can have on the 
outside environment are completely neglected.  Risks that are today material from an impact perspective 
or classified as chronic risks, can quickly become material from a financial perspective and become acute 
risks, too.  

The example of the Amazon biome can illustrate the dynamic characteristics of risks and materiality. 
Systemic financial risk would increase exponentially, should the tipping point for ecosystem collapse arrive. 
Already, around 17 percent of the Amazon rainforest has been deforested.11 However, climate scientists have 
predicted a tipping point when 20–25 percent of the Amazon is cut down, warning that the rainforest’s 
hydrological cycle will be unable to support itself and the biome will convert to a savanna. Since the Amazon 
provides water to a region in South America responsible for 70 percent of the continent’s GDP, the risk to 
the continent’s financial sector is sizeable, as is the risk to downstream companies reliant on agricultural 
supply chains or financial institutions with regional investments.12 Companies from the healthcare sector 
might also be subject to the related risks, for example, since a quarter of modern medicine originates in 
tropical forests.13 

We thus stress the importance to include both chronic and acute risks in the disclosure requirements. In 
that regard, we again recommend using and building on the TCFD recommendations, which include climate-

 
10 Marchewitz, C., Neuhoff, K., Schiemann, F. & Schütze, F. (2022). Standardized stress test scenario can improve climate risk 

reporting. Research Platform Sustainable Finance. link 
11 Roy, D. (2022). “Deforestation of Brazil’s Amazon Has Reached a Record High. What’s Being Done?” Council on Foreign 
Relations. link 
12 Ibid. 
13 Food and Agriculture Organization of the United Nations. (2017). “Ten things you may not know about forests”. link 

https://wpsf.de/wp-content/uploads/2022/06/WPSF_PB_5_2022_Stresstests-1.pdf
https://www.cfr.org/in-brief/deforestation-brazils-amazon-has-reached-record-high-whats-being-done
https://www.fao.org/zhc/detail-events/en/c/1033884/
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related scenario analysis. With regards to chronic and acute risks climate-related scenario analysis can help 
to evaluate in how far and under which scenarios chronic risks might become acute and thus help to 
evaluate risks in a more nuanced manner, considering the attached uncertainty and dependencies. Further, 
we recommend going a step further and implementing the concept of double materiality for both chronic 
and acute risks: firms should also disclose in how far their activities increase chronic and acute risks that 
influence stakeholders besides their investors. A double materiality approach is increasingly imple mented 
internationally and capital market’s considerations of impacts are likely to increase in the near future. As 
such, including a double materiality approach and considering chronic and acute risks that registrants are 
both influenced by and that they contribute to reflects in our view a timely manner to deal with the 
materiality dimension, which is also most coherent with the direction of other international frameworks.  

Q7. We support requiring a scenario analysis disclosure since it is a powerful forward-looking tool to 
demonstrate to investors entities’ resilience to different possible courses of future developments. For a 
particularly effective sensitivity analysis of undertakings’ resilience the ESRS Climate Standard makes it 
obligatory to consider the following: 

(a) For climate-related physical risks “at least high emission climate scenarios, which may affect the 
undertaking’s assets and business activities” 14 (intensifying the exposure of the undertaking to possible 
physical risks in the scenario), and  

(b) For climate-related transitional risks “at least a climate scenario in line with limiting global warming to 
1.5°C with no or limited overshoot, which may affect its assets and business a ctivities”15 (intensifying the 
exposure to transitional effects).  

We support this approach of the ESRS and their additional guidance 16.   

Therefore, to support a rigorous disclosure and to enable more comparability, we suggest the IFRS exposure 
drafts to also consider the ESRS drafts in building their disclosure standards which are aimed to be a global 
baseline and therefore needs to be in line also with other existing or upcoming disclosure standards. While 
we understand that it might be challenging for preparers to provide scenario -based disclosure on some 
matters, at the same time it is important to acknowledge the importance of having this information available. 
Thus, the IFRS Exposure Draft could improve in this regard with the following: 

a) Providing a very detailed guidance on how entities could disclosure information on the analysis of 
the resilience of its strategy to climate-related risks, and 

b) Considering existing regulations and standards to align requirements and guidance with the aim to 
ensure more comparability, and 

c) Specifying for which sectors this disclosure could play a larger role and therefore disclosure is 
required (sector-specific standards could provide this additional guidance).  

Q9. Regarding additional cross-industry metric categories: we think they can be useful for making decisions 
but they, unfortunately, omit the increased impact of GHG emissions that result from the destruction of 
carbon sinks through deforestation or land use change.  Deforestation both generates GHG emissions in the 
present year and reduces carbon storage capacity for future years, so sectors with a high deforestation risk 
have a disproportionate impact on climate change. As the vast majority of GHG emissions is generated in 
regions with high risk of deforestation, the forest, food, and land sectors place investors at a high risk of 
funding activities linked to illegality, environmental damage, climate change impacts, human rights abuses, 
and more. For these reasons, it is important that the subset of emissions originating from the destruction of 
valuable carbon sinks is included in these cross-industry disclosures and considered when putting together 
mitigation pathways for future targets. 

 
14 EFRAG (2022). “Exposure Draft ESRS E1 Climate change“ p. 21, AG14 (b) i.: link 
15 Ibid. p. 22, AG14 (c) i.: link 
16 EFRAG (2022). “Exposure Draft ESRS E1 Climate change“ p. 23/24, AG19-AG21: link 

https://www.efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FSiteAssets%2FED_ESRS_E1.pdf
https://www.efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FSiteAssets%2FED_ESRS_E1.pdf
https://www.efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FSiteAssets%2FED_ESRS_E1.pdf
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We strongly support the inclusion of absolute gross Scope 3 emissions as a cross-industry metric category. 
For many industries with significant climate and transition risk, including forest, agriculture, food, other land 
use sectors as well as the oil and gas industry, Scope 3 emissions are the most significant sources of these 
risks. The food sector and fast-moving consumer goods (FMCGs), for example, often see 83 and 90 percent 
of their total GHG emissions in the Scope 3 classification.17 For a company like Nestlé, requiring only Scope 
1 and 2 emissions would mean that investors see only 5 percent of the company’s total GHG emission 
footprint.18 If the goal of the ISSB is to provide investors with insight into the financial risk related to a 
company’s or industry’s exposure to climate change risks, transparency of only 5 percent of a company’s or 
industry’s emissions would not effectively achieve this goal.  

Governments and consumers are increasingly responding to the risks of climate change. Policies to limit 
global warming to less than 2 degrees could mean converting up to 10 per cent of agricultural land back to 
forests. 19  Consumers are increasingly willing to purchase green products like alternative proteins or 
products utilizing certified deforestation-free commodities. In order for investors to identify which 
companies are best positioned to manage climate change risks the lack of Scope 3 emissions disclosure 
makes it nearly impossible. Scope 3 disclosure would show investors which companies have business 
strategies and operations that can cope with changes that can have major impacts on costs, create stranded 
assets, and threaten profitability. 

The lack of Scope 3 disclosure would pose an additional risk to responsible corporate sector managers. 
Companies that disclose Scope 3 could be disadvantaged as their issuan ce profiles could be drastically 
different from those companies that do not disclose, especially if investors are not familiar with the issuance 
terminology. If issuance data is not standardized, investors will not have the necessary data to accurately 
compare the risks of investing in similar companies within an industry.  

The World Economic Forum and the Boston Consulting Group recognized in a recent report that Scope 3 
emissions disclosure is critical to understanding material climate risks in many industries . They conclude 
that “addressing Scope 3 emissions is fundamental for companies to realize credible climate change 
commitments" 20 . As internationally agreed, climate targets are based on halting deforestation, these 
deforestation practices in the supply chain are unsustainable when governments implement climate 
policies and pose regulatory and transition risks for investors across the economy.  

Q10. We agree that entities disclose information on their climate-related targets referencing the Paris 
Agreement. However, the requirement is too general and therefore cannot be characterized as completely 
clear. While it is reasonable that entities disclose information on how their targets contribute to the 
achievement of Paris Agreement, at the same time, the requirement does not allow for a detailed disclosure 
on this. From an investor perspective, it is useful to know whether an entity set any climate-related targets 
and whether such targets are in line with the Paris agreement. Such information is not only important to 
understand an entity's impact on climate change, but also allows to better assess potential transitional risks 
of entities (e.g., litigation or reputational risks). However, more detailed guidance needs to be offered to 
entities to enable them to provide reliable disclosure. Detailed information about the nature of KPIs is useful 
for entities and investors. Here, the IFRS Exposure Draft can aim to provide more clarity, e.g., instead of the 
"latest international agreement on climate change", the standard can explicitly refer to a 1.5 or 2-degree 
target or to science-based targets. Such an approach leads to more comparable data. Similarly, to avoid a 
large set of different KPIs, researchers suggest to explicitly formulate scenarios, which companies can use 
for a more standardized "stress-test scenario". The same idea can be applied here: for example, information 
is more comparable if all companies report on their targets for 2040. A certain level of rigor in providing 

 
17 World Economic Forum & Boston Consulting Group. (2021). “Net-Zero Challenge: The supply chain opportunity – Insight 

Report”. link 
18 According to Nestlé’s 2020 disclosure to CDP. Available through CDP website: link 
19 Orbitas. (2020). “Agriculture in the Age of Climate Transitions: Stranded Assets. Less Land. New Costs. New Opportunities.” 

link 
20 World Economic Forum & Boston Consulting Group. (2021). “Net-Zero Challenge: The supply chain opportunity.” p.5. link 

https://www3.weforum.org/docs/WEF_Net_Zero_Challenge_The_Supply_Chain_Opportunity_2021.pdf
http://www.cdp.net/
https://orbitas.finance/2020/12/03/ag-climate-transitions-risk-opportunities/
https://www.weforum.org/reports/net-zero-challenge-the-supply-chain-opportunity/
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information related to targets is needed to avoid greenwashing issues and to provide investors with reliable 
data. 

Q11. We commend the ISSB for using the SASB framework to draw upon the industry-specific requirements. 
However, much more work is needed to provide stakeholders with the comprehensive information to 
mitigate climate-related risks from deforestation and land-use change. Due to the outsized nature, climate, 
and social risks, regulations that do not explicitly mandate industry-specific disclosures for the forest, food, 
and land sector would not be effective in protecting investors. Creating more comprehensive industry-
specific coverage of these risks will reduce the burden on preparers, as their disclosure obligations will be 
clear, and this will increase decision-useful information for investors. To better understand the scale needed, 
exposed sectors include food and beverage processing and production, automobile manufacturing, textiles, 
chemicals, pharmaceuticals, retail, food service, personal care products, print publishing, forestry, 
construction, energy and biofuels, and finance. In order to better protect investors from climate-related risks 
from deforestation, the SASB and the ISSB should: 

a) Include ‘carbon sinks’ or ‘deforestation and land-use change’ as a disclosure requirement under the 
environmental category in the industry disclosures, alongside GHG emissions, air quality, energy 
management, water and wastewater management, waste and hazardous materials management, and 

ecological impacts. Although many of the current environmental, social, and governance categories are 
relevant to climate-related financial risks from deforestation, they overlook the magnitude of the impact of 

destroying or degrading carbon sinks for years to come and eroding a crucial component of current plans 
to limit global temperature rise. For example, GHG emissions are relevant for the year in which 

deforestation takes place, but eliminating carbon sinks has a longer-term impact because the land is no 

longer able to store carbon. Furthermore, including this category would mean that every industry would 
be required to assess exposure to climate-related risks from deforestation and land degradation or the 
destruction of carbon sinks. 

b) Use the CDP Forests questionnaire as a guide when recommending metrics for climate-related risks from 

deforestation and land use change. CDP Forests clearly defines high deforestation risk commodities and 

countries and provides a menu of key performance indicators that companies with tropical commodity 

supply chains, financiers with high deforestation risk investments, and forestry asset managers could use 

to provide shareholders with standardized and comparable disclosures. CDP definitions around countries 

and commodities at high risk of being linked to deforestation would serve as a helpful guide for assessing 

materiality in a company’s supply chain or a financial institution’s investments.21 

Q13. The IFRS Exposure Drafts in their current form do not suggest that information needs to be verified by 
a third party nor do they provide a clear reference which information has to be verified and which does not. 
The scientific literature provides evidence of the positive effects of assurance on investors’ credibility 
perception of the disclosed information22. As such, assurance requirements are likely to increase the extent 
to which capital market participants use sustainability information in their decision -making processes, by 
fostering the perception of the disclosures as reliable sources of information. Although assurance 
obligations are rather scarce in sustainability disclosure measures in different jurisdictions, it is an emerging 
aspect of planned disclosure measures. For instance, the EU has the objective to have a similar level of 
assurance for sustainability disclosures as for financial disclosures. In addition, the Proposed Rule from the 
SEC also underlines the relevance of assurance requirements and aims to increase the level of assurance 
over several years. This will allow firms and audit companies, especially those with little to no experience 
with climate-related disclosure, to develop the necessary systems and skills in parallel to the increasing 

 
21 See also the comment letter by Climate Advisers. 
22 Quick, R., Inwinkl, P. (2020). “Assurance on CSR reports: impact on the credibility perceptions of non-financial information by 

bank directors”. Meditari Accountancy Research. 28(5). link; Reimsbach, D., Hahn, R. & Gürtürk, A. (2018). “Integrated Reporting 

and Assurance of Sustainability Information: An Experimental Study on Professional Investors’ Information Processing” 

European Accounting Review, 27(3), 559-581. link. 

https://www.emerald.com/insight/content/doi/10.1108/MEDAR-10-2019-0597/full/html
https://www.tandfonline.com/doi/full/10.1080/09638180.2016.1273787
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assurance requirements. In this regard, the ISSB should make a clear recommendation for the disclosed 
information to be verified by a third-party auditor and also carefully define which information is strongly 
recommended to be verified. While mandatory disclosure measures are on the rise, many entities in different 
jurisdictions are still voluntarily reporting sustainability information. To further ensure a more reliable 
disclosure regime, the ISSB should encourage entities which will use the ISSB standards to provide an audit 
report of that information. Considering that assurance makes for a substantial characteristi c of 
sustainability reporting, it is important that the ISSB jointly with assurance providers, analyse which 
disclosure areas could be more challenging to verify and define ways to tackle this aspect. Therefore, in this 
regard, the IFRS exposure drafts could improve by i) recommending that sustainability reporting is assured 
and ii) clearly defining for which disclosure topics is more fundamental to have assurance than for others.  

Q15. Tagging information digitally can be useful to investors as the information becomes easier to access. 
Research suggests that tools such as XBRL help to increase information readability and accessibility 23. In the 
European Union for instance, a database for ESG information is planned, the European Single Access Point  
(ESAP). The disclosed information should be digitally tagged to be machine readable to minimize the effort 
to maintain the database. Considering that the aim of those standards is to be the global baseline, the ISSB 
should aim to create clear instructions for entities to digitally tag information such that it become easily 
available.  

Q16. Other stakeholders are not only interested in risks and opportunities but are also interested on the 
impact that entities have on climate change, for instance. The Exposure Drafts in their current state do not 
take into account the needs of other stakeholders besides users of general -purpose financial reporting.  As 
double materiality-based approaches are increasingly implemented internationally 24, the capital market’s 
consideration of both climate risks and impacts is likely to further intensify in the near future. Therefore, it 
is challenging to use the ISSB standards in its current state as the global baseline to satisfy the needs of 
various stakeholders as one crucial aspect (the inside-out perspective) is not addressed at all. 

We hope you will find these comments useful, and we wish you the best of luck with your further work on these 

important Exposure Drafts. Should the ISSB colleagues have any questions or identify any further need for feedback 
or input, please do not hesitate to reach out to us.    

Yours sincerely, 

 

 

Ingmar Juergens, CEO of Climate & Company, on behalf of all authors. 

 

  

 
23 La Torre, M., Valentinetti, D., Dumay, J. and Rea, M.A. (2018), "Improving corporate disclosure through XBRL: An evidence-

based taxonomy structure for integrated reporting", Journal of Intellectual Capital, 19(2), 338-366. link 
24 International Platform on Sustainable Finance. (2021). “State and trends of ESG disclosure policy measures across IPSF 

jurisdictions, Brazil, and the US.” link 

https://www.researchgate.net/publication/322782056_Improving_corporate_disclosure_through_XBRL_An_evidence-based_taxonomy_structure_for_Integrated_Reporting
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/211104-ipsf-esg-disclosure-report_en.pdf
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