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July 29, 2022 
 
Mr. Emmanuel Faber 
Chair, International Sustainability Standards Board (ISSB) 
Columbus Building 
7 Westferry Circus 
Canary Wharf, London E14 4HD 
United Kingdom 
 

RE:  Exposure Draft IFRS S1: General Requirements for Disclosure of Sustainability-
related Financial Information  
Exposure Draft IFRS S2: Climate-related Disclosures 
 

Dear Mr. Faber: 
 
PGIM submits this letter in response to the International Sustainability Standards Board’s (the “ISSB”) 
Exposure Draft IFRS S1 related to General Requirements for Disclosure of Sustainability-related 
Financial Information (“Exposure Draft IFRS S1”) and Exposure Draft IFRS S2 related to Climate-
related disclosures (“Exposure Draft IFRS S1”)( collectively, the “Exposure Drafts”).  PGIM supports 
the ISSB’s engagement on sustainability and climate-related disclosures and is pleased to have the 
opportunity to respond to selected portions of the Exposure Drafts.   
 
PGIM is the investment management business of Prudential Financial, Inc. (“PFI”).1  The PGIM 
investment management businesses include PGIM Fixed Income, PGIM Real Estate, PGIM Private 
Capital, Jennison Associates, PGIM Investments, PGIM Quantitative Solutions and PGIM Portfolio 
Advisory.2  PGIM assets under management as of June 30, 2022 were approximately $1.5 trillion. 

Executive Summary 

PGIM agrees that there is an urgent need to achieve more consistent, complete, comparable, and 
verifiable sustainability-related financial information.  In addition to meeting investor and client 
interest in sustainable and environmentally responsible investment options, assessing the impact 
sustainability and climate-related issues may have on an investment has become a standard part of 
investment risk management and a consideration for many investors.  The variability that currently 
exists in company approaches to sustainability and climate-related disclosures inhibits the ability of 
investors to analyse and compare investments. Consistent and robust disclosure of sustainability and 
climate-related information and data may help investors better analyse sustainability and climate-
related risks and the opportunities associated with such investments.  
 

 
1 The views expressed herein are PGIM’s views and not necessarily reflective of PFI’s views.     
2 The PGIM investment advisers through which the PGIM businesses operate include: PGIM Inc.; PGIM Quantitative 
Solutions LLC; Jennison Associates LLC; PGIM Portfolio Advisory; PGIM Private Placement Investors, L.P.; PGIM 
Investments LLC; PGIM Custom Harvest LLC; PGIM DC Solutions; PGIM Limited; PGIM Real Estate (UK) Limited; PGIM Real 
Estate Luxembourg S.A.; L.P. PGIM Private Capital (Ireland) Limited; and PGIM Wadhwani LLP.  
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PGIM is supportive of the ISSB’s approach to use, as a foundation for the Exposure Drafts, the 
standards established by the Task Force on Climate-Related Financial Disclosures (“TCFD”) and the 
Sustainability Accounting Standards Board (“SASB”). PGIM notes, however that it will be critical for 
ISSB to have an effective update process as the underlying standards and practices develop.  

With respect to the Exposure Drafts and future standards, given the poor availability and practical 
difficulties and costs associated with the collection of certain performance data, PGIM recommends 
that ISSB standards explicitly allow for exceptions and encourage safe harbour approach by domestic 
regulators where the data is not available or is not reasonably accessible to reporting entities. 

PGIM believes that the ultimate success for the ISSB will be in having its standards adopted and 
implemented internationally across jurisdictions. Achieving this will require a development of an 
appropriate mechanism that would allow companies and jurisdictions to start on the reporting journey 
given that not all companies will be able to meet the full standard on day one of implementation. This 
could be done through a distinction between a sub-set of “core” metrics and more “advanced” metrics 
as well as a phased-in approach. 

In PGIM’s view, for the information to be genuinely useful to investors, it needs to be tailored and 
specific to the business activities of the reporting entity. PGIM does not believe that a more thematic 
approach to disclosure standards, as proposed within the Exposure Drafts, will facilitate such investor-
focused disclosures. The materiality of the same sustainability issues differs by industry and such 
sustainability issues manifest themselves differently in different industries. Therefore, PGIM 
recommends that the ISSB focus efforts on developing sustainability disclosure standards for each 
industry instead of developing standards on a thematic basis. It is essential that any disclosure standard 
adequately reflect the unique material sustainability risks and opportunities for different industries. It 
is also critical that issuers report on all material sustainability risks and opportunities even if these are 
not reflected in their industry guidance.  

Finally, PGIM encourages the ISSB to enhance the proposed standards by applying a “double 
materiality” approach to sustainability reporting. Such an approach, whereby companies would report 
not only on financially material sustainability/climate-related information but also on companies’ 
significant environmental and social impacts, is becoming increasingly useful to investors who seek to 
understand the impact of the businesses they invest in on sustainability/climate-related issues in the 
context of many of our clients’ ESG, sustainability and portfolio decarbonization objectives.  

PGIM’ comments included herein are organized by each Exposure Draft and select questions presented 
therein. 

EXPOSURE DRAFT IFRS S1 

Question 1: Overall Approach  

(a) Does the Exposure Draft state clearly that an entity would be required to identify and disclose 
material information about all of the sustainability-related risks and opportunities to which the entity 
is exposed, even if such risks and opportunities are not addressed by a specific IFRS Sustainability 
Disclosure Standard? Why or why not? If not, how could such a requirement be made clearer? 

PGIM agrees with the ISSB’s observations that sustainability-related financial information “is broader 
than information reported in the financial statements that influences the assessment of enterprise value 
by the primary users”, that it “should include information about … decisions made by the entity that 
could result in future inflows and outflows that have not yet met the criteria for recognition in the 
related financial statements” and that it “also depicts the reputation, performance and prospects of the 
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entity as a consequence of actions it has undertaken, such as its relationships with, and impacts and 
dependencies on, people, the planet and the economy, or about the entity’s development of knowledge-
based assets.”  

PGIM understands the rationale behind the ISSB’s preference for a “single materiality approach,” 
whereby the proposed disclosure standards focus on financially material sustainability information 
which is relevant to investors when they assess the enterprise value of reporting entities. PGIM 
considers this to be a prudent approach given the expertise of the IFRS foundation and ISSB’s 
experience in creating investor focused standards. Nevertheless, we note that a growing number of 
investors, including our clients, are recognizing that the impacts that their investments have on the 
environment and society are relevant to their investment objectives and are increasingly using 
environmental and social impact considerations as a factor in their investment decisions. This approach 
is also encouraged by sustainable finance regulation in some of PGIM’s core markets.  

Thus, PGIM recommends that ISSB consider enhancing the proposed standard to introduce a “double 
materiality” approach, whereby disclosure standards are developed to enable consistent company 
reporting on the significant environmental and social impacts of the company.  Understanding 
significant negative and positive externalities produced by businesses would lead to better 
understanding of the origins of the material sustainability risks and opportunities that often arise from 
these externalities. A double materiality approach would also help review the financial materiality of 
identified sustainability risks and opportunities against the short-, medium- and long-term time 
horizons. In addition, such an approach would help investors identify significant negative externalities 
that may not be financially material at the point of assessment but may emerge as material risks in the 
medium- to long-term. Equally, understanding significant positive externalities would help companies 
and investors identify business opportunities. Thus, a double materiality approach would deliver 
investors a much clearer picture of the sustainability performance of an issuer including risks, 
opportunities and impacts. 

In PGIM’s view, today’s sustainability reporting has failed to meet investor needs largely due to the 
missing link between (i) environmental and social impacts of businesses; and (ii) sustainability risks 
and opportunities they are facing. This link would be completed with “double materiality” disclosure.  
The ISSB has a real opportunity to address this issue. Thus, PGIM urges the ISSB to initiate work on 
introducing a double materiality approach as soon as possible after finalising Exposure Draft IFRS S1. 
In addition to investor need for complete sustainability reporting, PGIM believes that a delay in 
developing ISSB disclosure standards for significant environmental and social impacts will likely lead 
to alternative standards and approaches being developed, which will further complicate sustainability 
disclosures landscape.  

Question 2: Objective  

(a) Is the proposed objective of disclosing sustainability-related financial information clear? Why 
or why not?  

PGIM believes that the proposed objective would be better met if the ISSB focused efforts on 
developing disclosure standards for each industry instead of approaching standard development on a 
thematic basis. PGIM recommends that Exposure Draft IFRS S1 include an appendix with industry-
specific disclosure requirements across all relevant sustainability metrics. Common disclosure 
standards may be over/under inclusive when applied across industries. For example, energy companies 
will require different disclosures than technology companies. 

 



4 
 

Question 4—Core content 

(a) Are the disclosure objectives for governance, strategy, risk management and metrics and 
targets clear and appropriately defined? Why or why not?  

(b) Are the disclosure requirements for governance, strategy, risk management and metrics and 
targets appropriate to their stated disclosure objective? Why or why not? 

Governance 

The disclosure requirements related to sustainability/climate expertise of a company’s governance 
body could suggest that such a body should include a sustainability/climate expert.  PGIM agrees that 
sustainability/climate expertise is important, and that it is particularly important to investors that 
governance bodies build meaningful sustainability/climate competence. However, designating a 
specific individual as a sustainability/climate expert may result in the rest of the governance body 
deferring to the sustainability/climate expert on sustainability/climate-related matters and therefore 
dilute the overall effectiveness of the governance body As such, PGIM recommends that ISSB clarify 
that the disclosure standards are not meant to suggest any particular composition of a governance body, 
but instead require companies disclose the steps that the board and management have taken to build 
overall sustainability/ climate competence and a sustainability/climate-related awareness that 
permeates the entire governance body.  

PGIM is also concerned that the requirement to disclose how a governance body’s responsibilities for 
sustainability-related risks and opportunities are reflected in the entity’s terms of reference, board 
mandates and other related policies would lead to boiler-plate disclosures with little added value for 
investors. PGIM notes that more frequent board/committee discussions related to sustainability- or 
climate-related risks and opportunities may not correlate with better management of such risks and 
opportunities. Instead, PGIM believes that, rather than disclosing the frequency of 
information/discussions, it would be more useful for investors if companies provided more detail on 
the board/committee’s role in managing sustainability/climate-related risks and opportunities, 
including how they address sustainability/climate risks and opportunities that are material to the 
company. 

Strategy 

PGIM believes that the disclosure objective for strategy could be enhanced by adding a requirement to 
assess and report on the effects of significant sustainability-related risks and opportunities on a 
company’s business model and strategy. As drafted, the proposal seems to only contemplate disclosure 
on how a company is managing such risks and opportunities, but not the effect those risks and 
opportunities actually have on its business model and strategy. 

PGIM supports the proposed requirement that companies disclose material sustainability risks and 
opportunities that they are exposed to over the “short, medium and long term.” However, PGIM 
believes that the ISSB should specifically define what constitutes a “short-, medium- and long-term” 
time horizon (such as, for example, 5-, 10- and 20-year periods) rather than leaving that determination 
to companies.  Such prescribed definitions would ensure a consistent approach, allowing investors and 
managers to evaluate and compare different companies and their related risks over the same periods.  
From a data collection and comparative analysis perspective, different definitions of short, medium 
and long term may create unnecessary complexity for investors and lead to inconsistencies.  If a 
company is permitted to define such time horizons using its own framework, PGIM believes that it is 
essential that the time horizons applied be clearly disclosed.   
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Given the inherent uncertainty surrounding certain sustainability risks/opportunities (e.g., climate 
change and low carbon transition), it would also be helpful for investors to understand the company’s 
perspective on the key weaknesses and blind spots in their strategy, their strategy setting process and 
what is being done to address these issues. 

PGIM also supports reporting on “the effects of significant sustainability-related risks and 
opportunities on its business model and value chain;” however, we note that it would be useful for 
companies to additionally disclose how far down their supply chains they are able to effectively assess 
such potential effects. 

Exposure Draft IFRS S1 would include that companies disclose “what trade-offs between 
sustainability-related risks and opportunities were considered by the entity.”  PGIM does not believe 
that such disclosures would be useful or practical given the number of potentially reportable decisions 
of this nature a large corporation would have each year and the large number of factors considered in 
arriving at such a decision. To the extent such this element is included, PGIM requests that ISSB 
provide specific examples of such disclosures in the supplemental guidance. 

PGIM also notes that the requirement to disclose “how significant sustainability-related risks and 
opportunities have affected the company’s most recently reported financial position, financial 
performance and cash flows” and to provide “information about the sustainability-related risks and 
opportunities … for which there is a significant risk that there will be a material adjustment to the 
carrying amounts of assets and liabilities reported in the financial statements within the next financial 
year” would require additional guidance on how to approach such disclosures to ensure comparability 
among reporting entities. For example, would all hurricane damage be considered a climate cost, or 
only where an attribution study has been done that indicates that the hurricane was made materially 
more likely by human climate change? Also, should companies only consider direct costs/benefits, or 
should they also consider costs in their supply chains?    

Risk Management: 

PGIM agrees with the need to disclose the process or processes used to identify sustainability-related 
risks for risk management purposes, including: 

 how the company assesses the likelihood and effects associated with such risks (such as the 
qualitative factors, quantitative thresholds and other criteria used); 

 how the company prioritises sustainability-related risks relative to other types of risks, including 
its use of risk-assessment tools; and 

 whether the company has changed the processes used compared to the prior reporting period. 

However, PGIM strongly encourages ISSB to either remove or allow disclosure at a high level as it 
relates to “the input parameters a company uses (for example, data sources, the scope of operations 
covered and the detail used in assumptions).”  The proposed disclosures are likely to be very granular, 
especially the “detail used in assumptions,” and risks cluttering companies’ reports and hampering 
investors’ ability to analyse more critical disclosures. 

In addition to those items noted for risk disclosure, PGIM notes that it would also be helpful if 
companies disclose their perspective on the areas in their risk management process that are difficult to 
quantify (e.g. which aspects of sustainability risks they are unable or limited in their ability to monitor 
or assess, or where they are lacking data or which assumptions are their results particularly sensitive 
to) and what is being done to address such issues. 
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Metrics and Targets: 

PGIM believes that the ISSB should require use of common metrics for reporting key sustainability 
risks, opportunities and impacts, and develop these metrics for each industry to ensure clarity and 
consistency in the use of metrics.  Such a standard would reduce the possibility of companies 
developing their own metrics and would give investors the ability to better compare metrics, 
methodologies and units of measurement used by companies.  

Question 5—Reporting entity 

(a) Do you agree that the sustainability-related financial information should be required to be 
provided for the same reporting entity as the related financial statements? If not, why?  

PGIM agrees that the sustainability-related financial information should be required to be provided for 
the same reporting entity as the related financial statements. 

(b) (c) Is the requirement to disclose information about sustainability-related risks and 
opportunities related to activities, interactions and relationships, and to the use of resources 
along its value chain, clear and capable of consistent application? Why or why not? If not, 
what further requirements or guidance would be necessary and why? Do you agree with the 
proposed requirement for identifying the related financial statements? Why or why not?? 

PGIM believes that the requirement to disclose information about sustainability-related risks and 
opportunities related to activities, interactions and relationships, and to the use of resources along its 
value chain, is clear, but we are less certain about whether it can be consistently applied. The challenges 
to consistent application may include data availability, disclosure gaps, complexity of value chains, 
different reporting standards across value chains, as well as resources available to entities in the value 
chain to implement these requirements.  

PGIM believes that an industry-focused approach to reporting standards would allow a more targeted 
collection of data, focusing on metrics that are more relevant and material for companies within each 
industry. It would also allow investors to focus on industries with higher probability of material 
sustainability risks in the value chain. Furthermore, it would be helpful for investors to understand 
uncertainties and challenges experienced by companies in evaluating sustainability risks and 
opportunities in their value chain, including how much visibility of their value chains they have.  

Question 6—Connected information 

(a) Is the requirement clear on the need for connectivity between various sustainability-related 
risks and opportunities? Why or why not?  

(b) Do you agree with the proposed requirements to identify and explain the connections between 
sustainability-related risks and opportunities and information in general purpose financial reporting, 
including the financial statements? Why or why not? If not, what do you propose and why? 

PGIM believes that while the requirement on the need for connectivity between various sustainability-
related risks and opportunities is clear, it does not fully resolve the issue that the information on 
sustainability risks, opportunities, strategy and targets is often provided without appropriate context. 
For example, when companies describe a sustainability factor as being material for them, they do not 
always explain what is driving their risk exposure (e.g., if GHG emissions are material, what are the 
main sources of emissions?). Or, when describing targets and strategies to mitigate their risk exposures, 
context that is often missing is the extent of the anticipated reductions in exposure and where exactly 
the reductions will come from (e.g., a company reporting on an initiative to reduce exposure to plastic 
by x% or y tonnes without reporting on the significance of remaining exposures and where the 
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reductions will come from). Rather, many sustainability reports contain a series of examples about the 
positive things and initiatives the company is doing, but they fail to link them together into a cohesive 
strategy (e.g., a company may mention a plan to electrify a vehicle fleet by 2030, but they do not 
disclose how many emissions this is expected remove or what % of their total emissions is represented 
by the vehicle fleet in the first place). As such, PGIM recommends that the ISSB provide guidance to 
companies on both context and connectivity, as well as the relevant metrics. PGIM notes that a double-
materiality approach to disclosures would require companies to provide the contextual information we 
believe is important for a clear assessment of their climate and sustainability risks, as noted above in 
our response to Exposure Draft IFRS S1 Question 1.  

Question 7—Fair presentation 

(b) Do you agree with the sources of guidance to identify sustainability-related risks and 
opportunities and related disclosures? If not, what sources should the entity be required to consider 
and why? Please explain how any alternative sources are consistent with the proposed objective of 
disclosing sustainability-related financial information in the Exposure Draft. 

PGIM agrees with the sources of guidance to identify sustainability-related risks and opportunities and 
related disclosures but recommends that the number of standards and sources of guidance be limited, 
regularly reviewed and monitored to ensure consistency and comparability of disclosure. 

PGIM also believes that there should be a clear indication of the time-period available to reporting 
entities to adapt their reporting to the required standard. 

Question 8: Materiality  

(a)Is the definition and application of materiality clear in the context of sustainability-related 
financial information? Why or why not?  

PGIM believes there is a need for greater clarity and consistency of definition/ wording of materiality. 
For example, the Exposure Drafts use two different phrases interchangeably: “significant 
sustainability/climate-related” when referring to risks and opportunities and “material 
sustainability/climate-related” when referring to financial information. PGIM requests that ISSB 
clarify how ‘significant’ be interpreted and how it relates to the application of materiality.  

(b)Do you consider that the proposed definition and application of materiality will capture the 
breadth of sustainability-related risks and opportunities relevant to the enterprise value of a specific 
entity, including over time? Why or why not?  

PGIM does not believe that the proposed definition and application of materiality captures the breadth 
of sustainability/climate-related risks.  In our view, the drafted definition could result in basic 
information not being consistently available to investors. For example, while a company may 
determine that information on carbon emissions, or workforce composition and diversity may not be 
material for the company, it remains relevant for investors and may be material to the investors’ 
decisions on whether to invest in that company. Thus, PGIM believes that certain baseline disclosure 
requirements should apply to all reporting companies irrespective of their financial materiality.  

PGIM strongly encourages the development of industry-specific standards setting out material 
sustainability considerations for the industry and recommends that the ISSB require companies to 
disclose how they determined which risks were viewed as material.  In addition, in cases where a 
sustainability risk would normally be considered material for a company’s industry (e.g., based on an 
industry-focused standards) but the company determines it to be immaterial, it would be helpful for 
investors to understand the basis of such an assessment. 
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PGIM would also like to draw the ISSB’s attention to our comments regarding double-materiality, 
which we believe would be a highly useful enhancement to the proposed standard as noted above in 
our response to Exposure Draft IFRS S1 Question 1. 

Question 9—Frequency of reporting 

Do you agree with the proposal that the sustainability-related financial disclosures would be required 
to be provided at the same time as the financial statements to which they relate? Why or why not? 

PGIM agrees with the proposal that the sustainability-related financial disclosures be required to be 
provided at the same time as the financial statements to which they relate. However, PGIM believes 
that it would be difficult for companies to collect some of the sustainability data on time for the annual 
reporting cycle, and therefore would be supportive of a proposal to allow companies to use estimated 
data for the fourth quarter and issue a follow-up notification to investors should the actual fourth quarter 
data prove to be materially different from the estimated data. 

Question 10—Location of information  

(a) Do you agree with the proposals about the location of sustainability-related financial 
disclosures? Why or why not?  

PGIM agrees with the proposal that information required by IFRS Sustainability Disclosure Standards 
can be included by cross-reference provided that the information is available to users of general purpose 
financial reporting on the same terms and at the same time as the information to which it is cross-
referenced. However, we encourage the ISSB to provide guidance on cross-referencing to ensure that 
users can find all the relevant information effectively and efficiently.  

Question 11—Comparative information, sources of estimation and outcome uncertainty, and 
errors 

(b) Do you agree that if an entity has a better measure of a metric reported in the prior year that 
it should disclose the revised metric in its comparatives? 

PGIM agrees that if an entity has a better measure of a metric reported in the prior year it should seek 
to disclose the revised metric in its comparatives.  

(c) Do you agree with the proposal that financial data and assumptions within sustainability-
related financial disclosures be consistent with corresponding financial data and assumptions used in 
the entity’s financial statements to the extent possible? Are you aware of any circumstances for which 
this requirement will not be able to be applied? 

PGIM agrees that financial data and assumptions within sustainability-related financial disclosures 
should be consistent with corresponding financial data and assumptions used in the entity’s financial 
statements to the extent possible. It would be helpful, however, if the ISSB could clarify the approach 
companies should take when they use non-standard financial metrics that could impact some of the 
aspects of their sustainability-related disclosures and reduce comparability between companies. PGIM 
would expect companies that reconcile non-standard metrics to standard financial metrics under the 
respective accounting standard to make similar reconciliations for sustainability-related information if 
and when appropriate.  
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EXPOSURE DRAFT IFRS S2 

Question 1—Objective of the Exposure Draft 

(a) Do you agree with the objective that has been established for the Exposure Draft? Why or why 
not?  

PGIM recommends adding disclosure of the impact on the climate as an objective, which would require 
disclosure of Scope 1, 2 emissions as well as most material Scope 3 emissions for those industries 
where Scope 3 represents a significant portion of emissions. 

Question 2—Governance 

Do you agree with the proposed disclosure requirements for governance processes, controls and 
procedures used to monitor and manage climate-related risks and opportunities? Why or why not? 

Please see response above to Exposure Draft IFRS 1, Question 4, Governance. 

Question 3—Identification of climate-related risks and opportunities 

(a) Are the proposed requirements to identify and to disclose a description of significant climate-
related risks and opportunities sufficiently clear? Why or why not? 

 
(b) Do you agree with the proposed requirement to consider the applicability of disclosure topics 

(defined in the industry requirements) in the identification and description of climate-related risks 
and opportunities? Why or why not? Do you believe that this will lead to improved relevance and 
comparability of disclosures? Why or why not? Are there any additional requirements that may 
improve the relevance and comparability of such disclosures? If so, what would you suggest and why? 

PGIM supports the requirement that companies disclose information related to climate-related risks 
that are reasonably likely to have a material impact on a company’s business, results of operations, or 
financial condition. PGIM recommends that the companies disclose how they determined which risks 
were viewed as material, as it is important for investors to understand how companies decided on what 
is material enough to be disclosed. 
 
PGIM agrees that industry disclosure requirements are critical and, as mentioned above, PGIM 
encourages the ISSB to focus on industry-specific disclosure standards first and then use thematic 
standards to assist companies with disclosure of certain common risks/opportunities that apply across 
a significant number of industries. Industry-based requirements should point to the most pertinent 
physical and transition risks for an industry and enable a more targeted reporting on these risks by 
companies. Such requirements should not, however, serve as a measure for materiality whereby a 
company may limit disclosures to such industry-based requirements. PGIM’s view is that the ISSB’s 
industry-focused standards, once developed and refined, would help narrow the disclosure of material 
risks to those that would be most useful to investors, including likely risks, but also risks that are less 
likely to occur but that would have particularly severe consequences. In cases where a climate risk 
would normally be considered material for a company’s industry, but the company determines it to be 
immaterial, it would be helpful for investors to understand the basis of such an assessment.  

PGIM encourages the ISSB to provide a definition of ‘significant’ as the current lack of definition is 
likely to lead to subjective interpretations and inconsistency across disclosures. 

PGIM recommends that the ISSB require that materiality be based on pre-consideration of risk-
mitigation assessment and supplemented by disclosure of the mitigation measures applied, as well as 
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management’s assessment of the effectiveness of those measures. Alternatively, PGIM requests that 
ISSB clarify whether the determination of materiality should be made pre- or post-consideration of 
risk-mitigation measures.   

PGIM supports the proposed requirement that companies disclose material climate-related risks that 
they are exposed to over the “short, medium and long term.”  However, as discussed in more detail in 
response to Question IFRS S1 Question 4, PGIM believes that the ISSB should specifically define what 
constitutes a “short-, medium- and long-term” time horizon (such as, for example, 5-, 10- and 20-year 
periods) rather than leaving that determination to the company.   

PGIM also believes that Scope 1 and 2 emissions should be reported by all issuers, and that industry 
standards should require disclosure of most material Scope 3 emissions for those industries where 
Scope 3 represents a significant portion of emissions. 

PGIM recommends that companies should be required to utilize a disclosure format whereby for each 
material physical and transition risk identified by the company, the company would also discuss its 
impact on the business and mitigation measures implemented/considered by management.  PGIM 
believes that such disclosure would provide for a more thorough analysis by investors. 

Finally, additional guidance from the ISSB on how to isolate/segregate climate-related risks and 
opportunities from other types of risks and opportunities and how to measure and disclose these 
financial impacts would be helpful to ensure comparability of disclosures. 

Question 4—Concentrations of climate-related risks and opportunities in an entity’s value chain 

(a) Do you agree with the proposed disclosure requirements about the effects of significant 
climate-related risks and opportunities on an entity’s business model and value chain? Why or why 
not?  

PGIM agrees that impact on the value chain is relevant and potentially highly material for many 
industries and companies. We note that it would be useful for companies to additionally disclose how 
far in their value chains they are able to effectively assess such potential effects. 

(b) Do you agree that the disclosure required about an entity’s concentration of climate-related 
risks and opportunities should be qualitative rather than quantitative? Why or why not? If not, what 
do you recommend and why? 

PGIM believes that qualitative disclosures accompanied by comments on concentration of risks would 
be very helpful, especially where companies may not be able to quantify this information due to 
unavailable data or developing calculation methodologies. We would support the format of the 
industry-based indices where the qualitative and quantitative metrics are clearly listed. PGIM also 
believes it would be helpful to have quantitative disclosures around concentration metrics (e.g., % of 
revenues affected or % of production capacity impacted by supplies disruption, or % of 
supplies/production concentrated in a particular region). Furthermore, PGIM suggests that, where 
financially material, companies should disclose the percentage of their total assets, operations, or 
revenue exposed to acute and chronic physical risks, complemented with (a) a breakdown by the type 
of physical risk at the risk level and (b) a breakdown by geographical location at a region or country 
level.   

Question 5—Transition plans and carbon offsets 

(a) Do you agree with the proposed disclosure requirements for transition plans? Why or why not?  
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PGIM believes that companies that have set long-dated, net-zero transition targets should be required 
to disclose if significant investments and/or changes to the nature of the business may be required to 
meet such targets.   

As it relates to the frequency of updates, PGIM recommends that companies differentiate between the 
updates on the mitigation measures implemented/planned by management to address material climate-
related risks, for which an annual update would be necessary, and the update on the long-term, net-
zero transition plan, for which a lower frequency (e.g., every three years) would be more appropriate 
(except to the extent plans or targets change meaningfully in a shorter timeframe). 

(b) Are there any additional disclosures related to transition plans that are necessary (or some 
proposed that are not)? If so, please describe those disclosures and explain why they would (or would 
not) be necessary. 
 
PGIM believes that additional disclosure related to the expected investment needed to achieve such an 
overall plan, to the extent such investment is material (or a statement that the company does not believe 
it to be material), as well as the organizational and operational boundaries of the transition plan would 
be helpful to investors.  Understanding the company’s expectations of investments can lead to insight 
into future costs, savings and overall strategic planning, which are critical inputs into the investment 
decision-making process. Furthermore, it would be helpful for investors to understand the key 
limitations of the transition plan, and any material conditions or assumptions upon which it is 
contingent.  
 

(c) Do you think the proposed carbon offset disclosures will enable users of general purpose 
financial reporting to understand an entity’s approach to reducing emissions, the role played by 
carbon offsets and the credibility of those carbon offsets? Why or why not? If not, what do you 
recommend and why? 

PGIM supports the disclosure requirements related to the role that carbon offsets and renewable energy 
credits or certificates (“RECs”) play in a company’s climate-related business strategy; however, PGIM 
notes that the quality of offsets varies considerably, and many are currently low quality, as the 
availability of high-quality offsets is currently limited.  Therefore, PGIM cautions that reliance on 
offsets to address emissions can pose additional risks. PGIM recommends that the ISSB require 
companies that use or intend to use offsets to disclose sufficient information for investors to gauge the 
cost and quality of those offsets and to disclose the use of offsets at the aggregate company level.  
PGIM believes that reporting of offsets and gross emissions will allow investors to see how much of 
the emissions reduction is due to offsets versus operational efficiencies or product reformulation.  Such 
disclosure will help investors better understand the relevant risk exposures and impacts.  It would also 
reduce the incentives for companies to purchase carbon offsets as a primary way to reach net-zero 
targets and should, therefore, reduce the potential for greenwashing. 

Question 6—Current and anticipated effects 

(a) Do you agree with the proposal that entities shall disclose quantitative information on the 
current and anticipated effects of climate-related risks and opportunities unless they are unable to do 
so, in which case qualitative information shall be provided (see paragraph 14)? Why or why not?  

PGIM supports the proposed requirement that companies disclose material climate-related risks that 
they are exposed to over the “short, medium and long term.”  However, as discussed in more detail in 
response to Question IFRS S1 Question 4, PGIM believes that the ISSB should specifically define what 
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constitutes a “short-, medium- and long-term” time horizon (such as, for example, 5-, 10- and 20-year 
periods) rather than leaving that determination to the company.  Doing so would create a consistent 
approach, allowing investors and managers to evaluate different companies and their related risks over 
the same periods.  From a data collection and comparative analysis perspective, different definitions 
of short, medium and long term may create unnecessary complexity for investors and lead to 
inconsistencies.  If a company is permitted to define such time horizons using its own framework, 
PGIM believes that it is essential that the time horizons applied be clearly disclosed. 

Question 7—Climate resilience 

(a) Do you agree that the items listed in paragraph 15(a) reflect what users need to understand 
about the climate resilience of an entity’s strategy? Why or why not? If not, what do you suggest instead 
and why?  

In PGIM’s view, disclosure requirements that are too prescriptive will make the disclosures both too 
onerous for companies to make and too detailed for investors to use, as critical information can be 
masked behind bulk boilerplate disclosure of extraneous information. As an investor, PGIM prefers 
disclosure that focuses on the approach the company took in testing climate resilience of their business, 
whether they used scenario analysis (or an alternative methodology), which scenarios, stress tests, 
sensitivity tests the company applied, and the outcomes of those assessments. As such, PGIM 
recommends removing the below requirements as, in our view, they are too granular: 

 an explanation of why the entity has decided that the chosen climate-related assumptions are 
relevant to assessing its resilience to climate-related risks and opportunities;  

 the inputs used in the analysis, including—but not limited to—the scope of risks (for example, 
the scope of physical risks included in the analysis), the scope of operations covered (for 
example, the operating locations used), and details of the assumptions (for example, geospatial 
coordinates specific to entity locations or national- or regional-level broad assumptions);  

 assumptions about the way the transition to a lower-carbon economy will affect the entity, 
including policy assumptions for the jurisdictions in which the entity operates; assumptions 
about macroeconomic trends; energy usage and mix; and technology; and  

 an explanation of why the entity was unable to use climate-related scenario analysis to assess 
the climate resilience of its strategy. 

 
(b) The Exposure Draft proposes that if an entity is unable to perform climate related scenario 

analysis, that it can use alternative methods or techniques (for example, qualitative analysis, single-
point forecasts, sensitivity analysis and stress tests) instead of scenario analysis to assess the climate 
resilience of its strategy. (i) Do you agree with this proposal? Why or why not? (ii) Do you agree with 
the proposal that an entity that is unable to use climate-related scenario analysis to assess the climate 
resilience of its strategy be required to disclose the reason why? Why or why not? (iii) Alternatively, 
should all entities be required to undertake climate-related scenario analysis to assess climate 
resilience? If mandatory application were required, would this affect your response to Question 14(c) 
and if so, why?  

PGIM supports encouraging companies to use scenario analysis to the extent it is practical and useful 
to the company.  Investors are interested in the climate risks that are material to the company, and it 
would be useful for investors to know if a company used scenario analysis to determine materiality of 
certain climate risks.  In such cases, it will also be useful to know which climate scenarios were 
considered. 
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However, PGIM is very concerned about the proposal to establish scenario analysis as a preferred 
method of testing climate resilience. Scenario analysis may not to be either practical or useful to all 
companies at this stage and scenario analysis methodologies are still under development to improve 
their reliability and utility. We are concerned that mandating scenario analysis (albeit on a “comply or 
explain” basis) would encourage the use of “off the shelf” scenario analyses thus becoming a “check-
the-box exercise” where companies would run a model that would help them comply with the 
disclosure requirements, but that would not actually provide useful information that helps management 
understand applicable risks. 

PGIM recommends that the ISSB refer to scenario analysis as one of the recommended options for 
testing climate resilience without introducing it as a requirement on a “comply or explain basis”. We 
would like to emphasise that “unable” is not equivalent to “impractical or not relevant”, and it’s the 
practicality and relevance of the scenario analysis rather than a company’s ability to undertake it that 
should be a priority. 

 
(c)   Do you agree with the proposed disclosures about an entity’s climate-related scenario 

analysis? Why or why not? 

Regarding the proposed disclosures about an entity’s climate-related scenario analysis, PGIM would 
be supportive of the following:  

- which scenarios were used for the assessment and their sources of the scenarios used;  
- whether the analysis has been conducted by comparing a diverse range of climate-related 

scenarios;  
- whether the scenarios used are associated with transition risks or increased physical risks;  
- whether the entity has used, among its scenarios, a scenario aligned with the latest international 

agreement on climate change; and  
- the time horizons used in the analysis; 

PGIM does not recommend imposing granular disclosure requirements on companies when it comes 
to scenario analysis and would recommend significantly simplifying disclosure of assumptions about 
the way the transition to a lower-carbon economy will affect the entity to high-level, key points only 
focused disclosure. 

PGIM recommends a summary reporting on the conclusions from the scenario analysis undertaken by 
the company and a discussion of any material impact that these conclusions have had on the business’s 
response to climate risks, or on the determination of materiality of risks and impacts. In addition, this 
summary should describe any important limitations of the exercise, and how these are being addressed. 

 
(d) Do you agree with the proposed disclosure about alternative techniques (for example, 

qualitative analysis, single-point forecasts, sensitivity analysis and stress tests) used for the assessment 
of the climate resilience of an entity’s strategy? Why or why not?  

Regarding the proposed disclosures related to alternative techniques, PGIM supports the following:   

- an explanation of the methods or techniques used to assess the entity’s climate resilience (for 
example, single-point forecasts, sensitivity analysis or qualitative analysis);  

- the climate-related assumptions used in the analysis including whether it includes a range of 
hypothetical outcomes (limited to high-level, key points only focused disclosure); and 

- the time horizons used in the analysis;  
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Question 8—Risk management 

Do you agree with the proposed disclosure requirements for the risk management processes that an 
entity uses to identify, assess and manage climate-related risks and opportunities? Why or why not? If 
not, what changes do you recommend and why? 

Similar to comments noted above in response to Exposure Draft IFRS 1, PGIM questions the value of 
lengthy disclosures of risk management processes to investors. PGIM recommends that disclosures 
under this section are limited to the following: 

- the process, or processes, it uses to monitor and manage climate-related: (i) risks, including 
related policies; and (ii) opportunities, including related policies; and 

- the extent to which and how the climate-related risk identification, assessment and management 
process, or processes, are integrated into the entity’s overall risk management process.  

Question 9—Cross-industry metric categories and greenhouse gas emissions 

(a) The cross-industry requirements are intended to provide a common set of core, climate-related 
disclosures applicable across sectors and industries. Do you agree with the seven proposed cross-
industry metric categories including their applicability across industries and business models and their 
usefulness in the assessment of enterprise value? Why or why not? If not, what do you suggest and why?  

 
PGIM agrees that the proposed seven cross-industry metric categories should be reported by all 
industries and companies where climate risk is financially material to the extent that these metrics are 
applicable to them (e.g., a company not facing material physical risks should make a statement to this 
effect and focus on transition risks). Nonetheless, PGIM recommends that Scope 1 and 2 emissions be 
reported by all companies irrespective of financial materiality. 
 
PGIM notes, however, that the added value of intensity disclosures remains unclear.  To the extent that 
companies provide emissions disclosures, disclosures of relevant financial measures, and measures of 
economic output, most investors can calculate an intensity number.  As such, PGIM recommends 
removing the requirement that companies provide intensity disclosures. As different industries will 
necessarily be using different units of economic output, PGIM recommends that the ISSB specify the 
units to be used by specific industries in the industry-specific standards.  PGIM believes that having 
absolute numbers of emissions and consistent disclosures of financial and economic output measures 
would help make calculation of intensity metrics easier and more useful for investors. 
 
With regard to internal carbon prices, PGIM agrees with the proposal, but recommends a more regional 
disclosure and an approach to how to disclose when multiple carbon prices are used. PGIM 
recommends that companies disclose the primary carbon price in each region upon which they base 
capital allocation/strategy decisions.  PGIM also recommends that companies disclose whether there 
are multiple such prices and the average internal price used in the assessment of short-, medium- and 
long-term risks or in scenario analysis, if performed, including any significant regional variations. 
 
Regarding remuneration-related disclosures PGIM suggests requiring such disclosures only to the 
extent that climate risk materiality is sufficiently high to justify including climate metrics in the total 
executive remuneration plan. PGIM recommends that the Board of Directors be offered flexibility to 
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explain why this may not be the case or where other metrics may either already incorporate climate-
related considerations or be more appropriate. 
 

(b) Are there any additional cross-industry metric categories related to climate related risks and 
opportunities that would be useful to facilitate cross-industry comparisons and assessments of 
enterprise value (or some proposed that are not)? If so, please describe those disclosures and explain 
why they would or would not be useful to users of general purpose financial reporting. Do you agree 
that entities should be required to use the GHG Protocol to define and measure Scope 1, Scope 2 and 
Scope 3 emissions? Why or why not? Should other methodologies be allowed? Why or why not?  

 
PGIM agrees that entities should be required to use the GHG Protocol to define and measure Scope 1, 
Scope 2 and Scope 3 emissions. With respect to disclosures for companies in the financial sector, to 
ensure consistency and comparability of reporting, the financial industry needs a clear methodology 
for calculating GHG emissions across all major asset classes.  PGIM recommends that the ISSB clarify 
what methodologies would be acceptable (e.g., PCAF standard would be very useful for financial 
industry reporting), as well as how the financial industry participants should treat asset classes for 
which no methodology is available at this stage. 
 

(c) Do you agree with the proposals that an entity be required to provide an aggregation of all 
seven greenhouse gases for Scope 1, Scope 2, and Scope 3— expressed in CO2 equivalent; or should 
the disclosures on Scope 1, Scope 2 and Scope 3 emissions be disaggregated by constituent greenhouse 
gas (for example, disclosing methane (CH4) separately from nitrous oxide (NO2))?  

With regard to the proposals that an entity be required to provide an aggregation of all seven greenhouse 
gases for Scope 1, Scope 2, and Scope 3— expressed in CO2 equivalent, PGIM believes that disclosure 
disaggregated by constituent greenhouse gas would be useful. 

(d) Do you agree that entities should be required to separately disclose Scope 1 and Scope 2 
emissions for: (i) the consolidated entity; and (ii) for any associates, joint ventures, unconsolidated 
subsidiaries and affiliates? Why or why not? Do you agree with the proposed inclusion of absolute 
gross Scope 3 emissions as a cross-industry metric category for disclosure by all entities, subject to 
materiality? If not, what would you suggest and why? 

PGIM agrees that entities should be required to disclose Scope 1 and Scope 2 emissions for the 
consolidated entity. The disclosures for any associates, joint ventures, unconsolidated subsidiaries and 
affiliates should be provided on a voluntary basis as companies may encounter difficulties in collecting 
and aggregating this information.  

PGIM agrees that eventually all entities should be disclosing Scope 3 emissions. However, until Scope 
3 information is available more readily, PGIM believes Scope 3 information provided as follows would 
be useful to investors:  

 Scope 3 emissions should be reported by companies with material Scope 3 emissions. PGIM 
notes that Scope 3 emissions are already being used by investors, including PGIM, to assess 
the exposure to climate- transition risks, as well as to gauge the effectiveness of decarbonization 
efforts by companies or their progress on meeting established net-zero targets. As it stands, 
Scope 3 data is largely based on estimates, and these estimates can vary from one provider to 
another based on the methodology and assumptions made.  Given that Scope 3 is an integral 
part of assessments and analyses by investors, estimates will continue to be used out of 
necessity when actual data is missing.   



16 
 

 While PGIM believes Scope 3 emissions is an important data point, recognizing the challenges 
of calculating upstream and downstream emissions information, companies reporting only on 
their most material Scope 3 emissions information would still provide valuable information to 
investors.  As data collection in value chains improve, upstream and downstream emissions 
disclosure can be expanded to all companies and additional categories of Scope 3 emissions 
can be added to reduce the reliance on estimates by investors. 

 To ensure consistency of disclosures, PGIM request that ISSB provide clear guidance on which 
industries and activities would require Scope 3 disclosures and on the most material emissions 
categories for each industry. 

 PGIM recommends the use of “confidence ranges” so that investor can understand the level of 
confidence companies have in the provided data, recognizing that this would depend on the 
methodology used.  For example, even when a company presents a central estimate, it would 
still be useful to have a confidence range, as the estimates can vary significantly depending on 
a few assumptions.  It would be helpful for investors to know the degree of uncertainty in the 
estimate. 

 As for transition plans, the use of offsets, RECs or similar instruments should also be disclosed 
when reporting current emissions. 
 

Question 10—Targets 

(a) Do you agree with the proposed disclosure about climate-related targets? Why or why not? 
 

PGIM agrees with the proposed disclosure about climate-related targets. 

As different baseline years are used by companies within the same industry to set emission reduction 
targets, PGIM recommends that the ISSB require companies to explain the reasons for choosing a 
specific baseline year.  

PGIM also notes that targets are often set in terms of carbon intensity.  In those instances, where targets 
are defined in terms of carbon intensity, PGIM recommends that companies be required to disclose 
what such terms mean with regard to expected absolute emissions in the target year. PGIM believes 
that an estimate or an estimated range would be acceptable for this purpose. 

Question 14—Effective date 

(a) Do you think that the effective date of the Exposure Draft should be earlier, later or the same 
as that of [draft] IFRS S1 General Requirements for Disclosure of Sustainability-related Financial 
Information? Why?  

PGIM believes that both S1 and S2 should come into effect at the same time.  

* * * 
 
We appreciate the opportunity to submit comments on this initiative.  If you have any questions or need 
additional information, please contact the undersigned at eugenia.jackson@pgim.com. 
 
      Sincerely, 
      /s/ Eugenia Jackson 
        
      Eugenia Jackson 
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      Global Head of ESG 
PGIM  

 


