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Dear Sir/Madam

Re: ED/2022/S1 and ED/2022/S2

We
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appreciate the opportunity to respond to your invitation to comment on the Draft IFRS S1 General

Requirements for Disclosure of Sustainability-related Financial Information (S1 Exposure Draft) and

the Draft IFRS S2 Climate-related Disclosures (S2 Exposure Draft).

We value the Board’s responsiveness in addressing the need for consistent, complete, comparable and

verifiable sustainability-related financial disclosures that can better inform investors’ assessment of

enterprise value, risks and decision-making. We agree that this topic is critically important, as our own

research underlines. An overwhelming 79% of investors surveyed in PwC’s global investor survey

completed in the autumn of 2021 indicated that the way a company manages ESG risks and

opportunities is an important factor in their investment decision-making
2
.

Against this backdrop, we strongly support the Board’s direction of travel and the intention to deliver a

comprehensive global baseline of sustainability-related disclosure standards. We believe that the ISSB

is best positioned to provide this comprehensive global baseline for sustainability reporting as it is part

of the IFRS Foundation and has the legacy IFRS standards on which to build. And we would encourage

the ISSB to collaborate with leading international standard-setters, regulators and external bodies

(such as the SEC, EFRAG and GHG Protocol) on the development of consistent sustainability reporting

standards.

To assist the Board in achieving its objective, we are providing specific comments on certain key

aspects of the draft standards. This letter highlights our overarching comments for consideration with

respect to both the S1 and S2 Exposure Drafts in order of priority. These comments are followed by

Appendix A  and B, which include detailed responses to the questions for respondents included in the

S1 Exposure Draft and S2 Exposure Draft respectively.

Materiality

We acknowledge the debate over materiality in the context of sustainability reporting. We agree that

the approach for assessing materiality adopted within the IFRS Sustainability Disclosure Standards

should be focused on enterprise value as part of the global baseline. And we support the Board’s

agreement to collaborate with the Global Reporting Initiative (GRI), as GRI takes a broader perspective

on materiality, which some entities may wish to provide - or regulators may even require - in addition

to baseline sustainability reporting.
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Any information disclosed from a broader materiality perspective (that is, “impact materiality”) should

be clearly distinguished from disclosures that are material in the context of enterprise value. We believe

this distinction will provide clarity on what is reported in excess of the global baseline disclosure

requirements, and assist in achieving comparability of baseline sustainability reporting while not

obscuring material information.

We discuss materiality in more detail in our response to Question 8 in Appendix A.

Enterprise Value

We support the concept of using the impact on enterprise value as the global baseline, and acknowledge

the definition provided by the Board. However, we believe the IFRS S1 standard should be more

explicit that enterprise value is assessed from a market participant’s perspective - that is, as a fair value

concept in accordance with IFRS 13, Fair Value Measurement.

To provide greater clarity on the issue, we recommend using a “management approach” to identify and

assess the entity’s significant sustainability-related risks and opportunities, and how these are being

addressed. Once those significant risks are identified, we support using a fair value approach to

determine what is “material” to report in respect of those risks. This will assist in enabling preparers

and auditors to assess the completeness of disclosures prior to the additional thematic standards being

finalised.

Unless such guardrails are in place, we are concerned that entities may feel compelled to include

boilerplate disclosures of potential risks that are not material to enterprise value.

Further observations and recommendations with respect to enterprise value are included in our

response to Question 2 in Appendix A.

Refer to further recommendations regarding the use of a management approach in our response to

Question 1 in Appendix A.

Key metrics and industry guidance

We acknowledge that using the Sustainability Accounting Standards Board (SASB) guidance provides a

helpful starting point. However, we believe the Board should continue to evaluate and make

enhancements to the legacy SASB industry guidance, as the current industry classification and industry

metrics are excessively granular, and there are unnecessary inconsistencies across industries. We

therefore believe that the SASB industry guidance should not be mandated at the outset of the

application of IFRS S1 and IFRS S2.

Currently, with only the climate thematic standard likely to be issued, we recognise that it may be

helpful to have comparable metrics for all other sustainability-related risks and opportunities. To

provide comparability across all industries, the ‘Common Metrics’, as outlined in the World Economic

Forum’s (WEF’s) publication, Measuring Stakeholder Capitalism: Towards Common Metrics and

Consistent Reporting of Sustainable Value Creation would provide one relevant data point. Metrics are

an area where we believe a focus on quality versus quantity is vital to provide confidence in the

application of the standards, and the cross-industry metrics have been designed to focus on what is

most critical for public disclosure. We discuss our recommendations with respect to key metrics and

industry guidance in Question 4 in Appendix A and Questions 9 and 11 in Appendix B.

Treatment of joint arrangements and associates

We believe that determining the appropriate reporting entity for ESG reporting is important for

relevance and comparability, particularly since some industries make significant use of such

investments.

The S1 Exposure Draft suggests that thematic standards will specify how an entity is required to

disclose or measure sustainability-related risks and opportunities relating to associates, joint ventures

and other investments, and also those related to the value chain. We believe that this leaves a
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significant unanswered question in the absence of thematic standards, around how these investments

should be considered for the purposes of the IFRS S1 standard.

In addition, we believe that differences between the terminology used in the S1 and S2 Exposure Drafts

and that used in IFRS are likely to confuse both preparers and users of general purpose financial

reporting. For example, the S1 Exposure Draft refers to “control” over associates and joint ventures,

which is contrary to how IFRS defines “control” in determining the scope of consolidation.

Therefore, we recommend establishing a general principle that information should be provided for

such investments where it is material to investors, but that it should be clearly distinguished from

information given about the consolidated group.

Further recommendations with respect to the reporting entity are included in the response to Question

5 in Appendix A.

Interoperability of IFRS Sustainability Disclosure Standards

In order to encourage that the disclosures provided on sustainability-related risks and opportunities

are cohesive and not repetitive, we believe there is a need for a clear linkage between the final S1 and S2

standards. We understand that the draft IFRS S1 standard is intended to be the framework for all the

IFRS Sustainability Disclosure Standards, with the thematic standards providing specific disclosure

requirements covering specific themes - that is, providing specific requirements and guidance relating

to the key environmental, social and governance disclosures.

Without such an approach and clear linkage, we believe there is a risk that, in areas where the final

IFRS S1 and S2 standards (and subsequent thematic standards) overlap, preparers may provide

duplicative disclosures - an approach that would be both inefficient and ineffective. As a consequence,

excessive disclosure could result in material information being obscured. Our further

recommendations with respect to the alignment of the S1 and S2 Exposure Drafts are included in our

response to  Question 1 in Appendix A and B.

Integration with IFRS or other GAAP

We believe that the S1 Exposure Draft should clearly articulate a principle as to when preparers should

look to IFRS (or equivalent GAAP) for issues that are not addressed in the IFRS Sustainability

Disclosure Standards.

Furthermore, we encourage the Board to work closely with the IASB, especially on the project cited in

the IASB’s Third Agenda Consultation regarding climate. We are concerned that the proposals made by

the IASB staff at the April 2022 IASB meeting to add a maintenance and consistent application project

on climate-related risks will be viewed as insufficient, particularly given the developments at the SEC

and the commitment for the ISSB and IASB to work closely together. The benefits of having the ISSB

and IASB integrated into the IFRS Foundation may be eroded if it appears that there is lack of strategic

coordination on such a critical project.

Statement of compliance

We disagree with the view that full compliance with IFRS Sustainability Disclosure Standards would be

achieved when a local jurisdiction mandates inconsistent or reduced disclosure requirements. This

approach, which is tantamount to “reservations” by local regulators, is not consistent with establishing

these standards as a global baseline. Similar to the requirement for IFRS, entities should be required to

make an explicit and unreserved statement of compliance with the standards.

Refer to our response to Question 12 in Appendix A for further considerations regarding stating

compliance with the requirements of IFRS Sustainability Disclosure Standards.

Emerging Risks

Certain emerging risks may be monitored by management as part of strategic planning and to

understand the potential headwinds that a business may face. In some cases it may be difficult to

quantify precisely the impact of such emerging risks on the current enterprise value of an entity. There
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is, as yet, no consensus about how different parties would factor these risks into business valuation

models, even though there is likely to be consensus amongst investors that it is prudent for

management to consider these risks in its stewardship of a business. To the extent that a sustainability

related risk is being actively monitored by management in the strategic planning for a business, we

believe there should be a presumption that such a risk is material to enterprise value - and hence

should form part of “significant sustainability risks” unless this presumption can be overcome by clear

evidence.

Requiring disclosure of the nature of emerging risks being monitored, and how and why management

is monitoring them, would provide useful information to investors who want to understand

management’s perspective on how such material emerging risks may impact resiliency. Refer to our

response to Question 2(a) in Appendix A for more detail on our point of view.

Assurability

We recognise the growing demand for more transparent, consistent and globally comparable

sustainability reporting. We support the direction that the ISSB is taking, including the recognition that

assurance has a critical role in building trust in the information being reported.

There are inherent challenges in verifying and assuring non-financial information, including meeting

the requirements set out in the Exposure Drafts, which cannot be addressed through a reporting

standard alone. We believe that imposing an additional requirement for an entity to disclose

information about the underlying judgments and assumptions used when assessing materiality would

help the user understand the decisions made by the entity in presenting the information, and would

also support assurance of the information disclosed by the entity. In addition, the clarification of a

number of terms used in the Exposure Drafts would aid with the preparation of sustainability reporting

and the users’ understanding of the information, while also supporting the assurability of that

information.

However, in order to meet the expectations of investors and other stakeholders, the ultimate ambition

must be reasonable assurance over the entirety of an entity’s disclosures on significant sustainability-

related risks and opportunities, taken as a whole. The ability to provide such an opinion will require a

collaborative effort between accounting and assurance standard-setters, preparers and practitioners, in

order to establish the framework, standards, guidance and reporting needed to deliver on this

ambition.

We provide more details about what we believe is needed as part of this journey in our response to

Question 13 in Appendix B. We encourage the ISSB to work with the IAASB and other key stakeholders

to establish a timeframe for alignment.

Concluding Remarks

We support global alignment with respect to sustainability reporting requirements in order to provide

investors with comparable reporting wherever in the world ESG information is disclosed. In short, we

believe it is imperative to achieve a high-quality and comprehensive global baseline of relevant ESG

information for investors.

We have identified the core areas where we believe global alignment is the highest priority for global

baseline sustainability reporting, while acknowledging that local or regional standard-setters may

require additional disclosures to address their needs. These core areas include the structure of the IFRS

Sustainability Disclosure Standards - that is, whether they are rules-based or principles-based with

some prescriptive guidance - as well as the scope of the reporting entity, materiality, verifiability and

assurability, and key metrics, including cross-industry metrics.

Without global alignment in these core areas, we believe the impact and usefulness of sustainability

reporting will be significantly diminished.

We strongly support the ISSB’s formation of a working group of jurisdictional representatives. We are

hopeful that this working group will be successful in determining how the ISSB standards can provide
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the necessary baseline for global sustainability reporting requirements, while also ensuring that

jurisdictional representatives follow the alignment needed in the core areas mentioned above.

We expect that reporting in line with the IFRS Sustainability Disclosure Standards will represent a

significant adjustment for many reporting entities. Therefore we would also encourage regulators and

the ISSB to work together to understand the appropriate transition approach, which may differ for

different jurisdictions, different industries or based on the size of the reporting entity.

In conclusion, a consistent global baseline will maximise usefulness of information for investors,

reduce costs for preparers to report information (allowing preparers more resources to invest in

sustainability initiatives), and facilitate reciprocity between standards.

If you have any questions in relation to this letter, please do not hesitate to contact Henry Daubeney

(henry.daubeney@pwc.com), Scott Bandura (scott.bandura@pwc.com), Andreas Ohl

(andreas.ohl@pwc.com) or Mark O’Sullivan (mark.j.osullivan@pwc.com).

Yours faithfully,

Henry Daubeney

Global Chief Accountant and Head of Reporting
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Appendix A: Responses to the S1 Exposure Draft Questions

Question 1—Overall approach

The Exposure Draft sets out overall requirements with the objective of disclosing

sustainability-related financial information that is useful to the primary users of the entity’s general

purpose financial reporting when they assess the entity’s enterprise value and decide whether to

provide resources to it.

Proposals in the Exposure Draft would require an entity to disclose material information about all of

the significant sustainability-related risks and opportunities to which it is exposed. The assessment

of materiality shall be made in the context of the information necessary for users of general purpose

financial reporting to assess enterprise value.

(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?

(b) Do you agree that the proposed requirements set out in the Exposure Draft meet its proposed

objective (paragraph 1)? Why or why not?

(c) Is it clear how the proposed requirements in the Exposure Draft would be applied together with

other IFRS Sustainability Disclosure Standards, including the [draft] IFRS S2 Climate-related

Disclosures? Why or why not? If not, what aspects of the proposals are unclear?

(d) Do you agree that the requirements proposed in the Exposure Draft would provide a suitable

basis for auditors and regulators to determine whether an entity has complied with the proposals? If

not, what approach do you suggest and why?

(a) We broadly agree that the S1 Exposure Draft identifies an objective of disclosing material

information about significant 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. However, we believe that certain aspects of the objective

require additional clarification.

Definitions

‘Sustainability’, although pervasive in the draft standards, is not a defined term. Without a

specific definition, entities might be challenged to distinguish sustainability-related risks and

opportunities from broader business risks and opportunities.

Paragraph 17 of the S1 Exposure Draft indicates that sustainability-related risks and

opportunities arise from dependencies on resources, and from relationships that an entity

maintains that might be positively or negatively affected by those impacts and dependencies.

However, ‘resources’ are also not defined, so it is not clear whether these are natural resources,

human resources and/or monetary resources.

Another key term, ‘risks and opportunities’,  is also not defined. We recommend adapting the

definition of ‘climate-related risks and opportunities’ in the S2 Exposure Draft to define risks

and opportunities as follows:

Risks refer to the potential negative sustainability-related effects on an entity’s

enterprise value. Risks can also be associated with policy and legal actions, changes in

technology, market responses and reputational considerations. Opportunities refer to

the potential positive sustainability-related outcomes for an entity’s enterprise value.
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Efforts to mitigate and adapt to sustainability-related risks can produce

sustainability-related opportunities for entities. Sustainability-related risks and

opportunities will vary depending on the region, market and industry in which an

entity operates, although they have the potential to materially affect an entity’s

enterprise value.

Additionally, the S1 Exposure Draft is not clear whether risks and opportunities should be

disclosed on a gross basis. We recommend that the final IFRS S1 should make it clear that

sustainability-related risks and opportunities disclosure should be on a gross basis, and how

the risks are mitigated should be disclosed separately.

Interoperability of the standards

As noted in our cover letter, to avoid duplication of disclosure (and, consequently, obscuring

material information), we believe that more thought should be given to the role of IFRS S1 and

its interaction with IFRS S2 and future thematic standards. We understand that the proposed

IFRS S1 is intended to be the framework for all of the IFRS Sustainability Disclosure Standards,

with the thematic standards providing specific disclosure requirements covering specific

themes (that is, providing specific requirements and guidance relating to the key

environmental, social and governance disclosures).

We believe that, by providing a clear linkage between IFRS S1 and other IFRS Sustainability

Disclosure Standards, this will emphasise the importance of IFRS S1 and reduce potential

duplication in disclosures, particularly in governance where the relevant governing body

typically oversees all sustainability-related risks and opportunities, not only specific topics. In

addition, with respect to resilience, we strongly believe that one analysis that encompasses all

significant sustainability-related risks and opportunities should be performed.

We believe that applying a management approach to identify significant sustainability-related

risks and opportunities would be appropriate, and it would help to provide a benchmark for

completeness of reporting. The application of this approach might reduce comparability across

entities, but it would allow for disclosures tailored to an entity’s facts and circumstances. We

believe that entity-centric information that management uses to make strategic decisions

would be more meaningful than a regimented approach, providing investors with useful

information and additional insight about how management views sustainability-related risks

and opportunities in managing the business.

Relationship between ‘significant’ and ‘material’

There is a lack of clarity between the words ‘significant’ and ‘material’. For example, paragraph

1 sets out the requirement for an entity to “disclose information about … significant

sustainability-related risks and opportunities”. It is our understanding, from the ISSB

webcasts, that ‘significant’ refers to those sustainability-related risks and opportunities that an

entity monitors and prioritises. However, the S1 Exposure Draft does not state this directly, nor

does it explain the difference between ‘significance’ and ‘materiality’. We agree that the

significance of risks and opportunities not covered by thematic standards should be considered

through a management approach. Focusing on information that management uses to make

strategic decisions - instead of a broad requirement to disclose any or all sustainability-related

risks - would improve the usefulness of the disclosures and provide additional insight to

investors, while simultaneously reducing the burden on preparers.

Regardless of how the Board defines these terms, lack of clarity on the distinction, if any, will

likely pose practical challenges and could raise auditing and regulatory enforcement issues for

preparers.

(b) We broadly agree that the proposed requirements set out in the S1 Exposure Draft meet its

proposed objective. Please refer to the detailed responses to Question 1(a) above where we

believe the requirements could be enhanced.
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(c) We believe that the intention for the S1 Exposure Draft to be applied with other IFRS

Sustainability Disclosure Standards is clear at a high level, and it should therefore be applied

together with the S2 Exposure Draft. However, as noted in our cover letter and in our response

to Question 1(a) above, the interoperability between IFRS S1 and thematic standards, such that

all significant sustainability-related risks and opportunities are addressed in sustainability

reporting, is not clear. Further recommendations in this regard are also included in our

response to Question 1 in Appendix B.

In addition, the ordering of the paragraphs in the S1 Exposure Draft would be clearer if the

pervasive sections which will not be overridden by thematic standards came first, that is if the

‘General Features’ came before the ‘Core Content’.

(d) Subject to our comments in the remainder of this response and our response to Question 13 in

Appendix B, we broadly agree that the requirements proposed in the S1 Exposure Draft would

provide a suitable basis for auditors and regulators to determine whether an entity has

complied with the proposals.

Notwithstanding comments above about the need for the general requirements to be clearer,

prior to any thematic standards being finalised, the S1 Exposure Draft requirements could be

compared with paragraphs 112 and 31 of IAS 1 - Presentation of Financial Statements (IAS 1).

Paragraph 112 contains overarching requirements to provide disclosure by IFRS standards

relevant to an understanding of financial statements, and paragraph 31 of IAS 1 requires

additional disclosure where the compliance with specific requirements is insufficient to enable

users to understand the impact of particular transactions, events or conditions. However, in

general, such overarching requirements are challenging for entities, auditors and regulators to

assess for completeness. Accordingly, we believe that it is important for thematic standards to

be developed expediently and, as noted throughout, that the S1 Exposure Draft should focus on

identifying significant sustainability-related risks and opportunities through a management

approach.

Regulator considerations

Many securities regulators around the world already require public companies to disclose

material information to investors, but a duty to disclose might only arise because of specific

disclosure requirements. As a result, in the absence of a specific disclosure requirement, not all

material sustainability information is required to be disclosed in many jurisdictions. Therefore,

we would encourage the ISSB to discuss the concept that these standards will require entities to

disclose material sustainability-related items that an entity would not have previously been

required to disclose under existing regulations. It is noted that disclosure of climate and other

ESG information, which might be important to a primary user of general purpose financial

reporting, would not necessarily be required to be disclosed simply because it is material, but

rather because of the context within which it is to be used. We believe that entities should be

encouraged rather than discouraged from providing new information, and regulators providing

safe harbour to make such additional disclosures might be helpful.

Auditor considerations

As described above, the broad range of topics that could fall under the remit of sustainability

reporting, and the complexities that might arise, could create challenges for both preparers and

assurance practitioners over the completeness of the disclosures. We have addressed the

question of assurability in our response to Question 13 in Appendix B.

Question 2—Objective (paragraphs 1–7)

The Exposure Draft sets out proposed requirements for entities to disclose sustainability-related

financial information that provides a sufficient basis for the primary users of the information to

assess the implications of sustainability-related risks and opportunities on an entity’s enterprise

value.
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Enterprise value reflects expectations of the amount, timing and uncertainty of future cash flows

over the short, medium and long term and the value of those cash flows in the light of the entity’s

risk profile, and its access to finance and cost of capital. Information that is essential for assessing

the enterprise value of an entity includes information in an entity’s financial statements and

sustainability-related financial information. Sustainability-related financial information is broader

than information reported in the financial statements that influences the assessment of enterprise

value by the primary users. An entity is required to disclose material information about all of the

significant sustainability-related risks and opportunities to which it is exposed.

Sustainability-related financial information should, therefore, include information about the entity’s

governance of and strategy for addressing sustainability-related risks and opportunities and 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. Sustainability-related financial

information also depicts the reputation, performance and prospects of the 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. The

Exposure Draft focuses on information about significant sustainability-related risks and

opportunities that can reasonably be expected to have an effect on an entity’s enterprise value.

(a) Is the proposed objective of disclosing sustainability-related financial information clear? Why or

why not?

(b) Is the definition of ‘sustainability-related financial information’ clear (see Appendix A)? Why or

why not? If not, do you have any suggestions for improving the definition to make it clearer?

(a) The proposed objective is clear, subject to the clarifications that we request in Question 1(a)

above. In addition, we support the concept of using the impact on enterprise value as the global

baseline, and we acknowledge the definition provided. However, we believe that IFRS S1

should be more explicit about whether enterprise value is assessed from a market participant’s

perspective (that is, as a fair value concept in accordance with IFRS 13 - Fair Value

Measurement (IFRS 13)), or from a management perspective. The definition of enterprise

value in Appendix A to the S1 Exposure Draft, and the reference to “assessments of an entity’s

enterprise value by primary users of general purpose financial reporting” in paragraph 9,

implies that enterprise value is based on fair value. However, since the terminology is

inconsistent with that used in IFRS 13, it is not clear if the intention is for the assessment of

enterprise value to be based on the principles of fair value. If this is the intention, we

recommend clarifying that throughout IFRS S1 and aligning the terminology used in IFRS 13.

Prior to the issuance of additional thematic standards, we recommend the use of a

‘management approach’ to identify and assess the entity’s significant sustainability risks and

opportunities that are managed. Once the management approach is performed, a fair value

approach can be used to assess how the risks and opportunities would be incorporated by a

market participant in determining the entity’s enterprise value. We believe that this approach

would facilitate a pragmatic initial boundary for assessing the completeness of the information

reported, pending the broader framework of thematic standards being developed; without an

objective benchmark to assess completeness, it will be difficult for preparers and auditors to

ensure that the information reported under IFRS S1 is complete.

The management approach also closely aligns to the concept of management's stewardship of

the entity's resources, which is not a concept referenced in the Exposure Drafts. How

management  maintains and enhances the entity's resources will ultimately impact enterprise

value. We think that there should be more explicit implementation guidance outlining how

such concepts relate to enterprise value (for example, through the cost of capital for an entity)

and how entities should consider stewardship in determining what is material to report.
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It should also be noted that there is precedent for applying a management approach to

accounting and reporting standards within IFRS, most notably in IFRS 8 - Operating

Segments (IFRS 8).

See further discussion of how short, medium and long-term should be considered through a

management lens under the “Strategy” heading in our response to Question 4(b) below.

However, as noted in our cover letter, we acknowledge that there might be emerging risks

monitored by management. To the extent that a sustainability-related risk is being actively

monitored by management in the strategic planning for a business, we believe that there

should be a presumption that such risk is material to enterprise value, and hence that such risk

would form part of ‘significant sustainability risks’ unless this presumption can be overcome by

clear evidence.

The impact on enterprise value might be somewhat circular, because the market value of an

entity’s debt/equity will already reflect the market’s expectations about different scenarios that

could apply and the market’s expectations of impacts on future cash flows.  For example, an oil

and gas entity might be reporting, through its reserves information, its planned production of

barrels of light oil over the next five years. The market can already generally assess the

potential emissions that will be generated from those activities based on planned production,

and it will price that into the entity’s debt/equity values. Accordingly, incremental disclosure of

emissions information might not be necessary (as outlined in paragraph 2 of the S1 Exposure

Draft) for users to assess enterprise value of the organisation, but it might be useful to reduce

the costs for users in developing their models to assess enterprise value. In other words, the

focus should more clearly be on information that will be a material input into the assessment of

enterprise value, even where this information could be estimated from other sources.

This would frame the need for information more along the lines of material inputs to a

discounted cash flow valuation model that could be used to derive a bid price for the entity’s

debt/equity by a hypothetical market participant. That is, an entity should consider whether

the information disclosed is sufficient to provide all material sustainability inputs impacting

cash flows that would be relevant to a cash flow valuation model that would be used by a

hypothetical market participant (as defined in IFRS 13).

As we have highlighted, the management approach is important to assess the completeness of

the risks to be disclosed. In addition, this approach would provide useful information to

investors to consider in their assessment of enterprise value. In the oil and gas example noted

above, if management is actively monitoring and enhancing programs to reduce gas/pipeline

leaks, this   provides insights into what management views as an important risk for the

business. Once a risk is identified and disclosed, we believe that IFRS 13 concepts of enterprise

value should be considered (that is, how the risks and opportunities would be incorporated by a

market participant in determining the entity’s enterprise value).

(b) Paragraph 3 indicates that ‘general purpose financial reporting’ should include a summary of

sustainability-related financial information. Use of the term ‘financial reporting’ might be

confusing in this context, because many of the disclosures will be non-financial, although they

could impact enterprise value. For example, ‘lost-time injuries’ is not in itself a financial

measure, but it might be material to enterprise value in some cases. We believe that the final

IFRS S1  should be clear that, although enterprise value is measured in monetary terms, the

ESG measures themselves will often be non-financial in nature. Because material sustainability

measures will ultimately have an impact on an entity’s cash flows, explaining a link between the

metric and how it might impact cash flows will help users to understand the importance of the

metric. For example, a company might explain the linkage of  lost-time injuries to enterprise

value by disclosing that an increase in such injuries would impact an entity’s ability to obtain or

renew licences to operate a business, expose the entity to significant fines/penalties, or result

in negative publicity that might negatively impact the entity’s sales.
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We recommend changing the title of the term ‘sustainability related financial disclosures’ in

Appendix A of the S1 Exposure Draft to ‘sustainability related disclosures’, in order to clarify

that the definition is broad enough to cover sustainability metrics.

While the objective of sustainability-related financial information is defined, the S1 Exposure

Draft does not go further to define sustainability-related information (refer to specific

comments in our response to Question 1(a) above, with regards to the definition of

‘sustainability’) and what other information beyond sustainability (financial or non-financial)

might exist that could impact enterprise value. We recommend that the Board provide

illustrative examples/guidance on this point.

Question 3—Scope (paragraphs 8–10)

Proposals in the Exposure Draft would apply to the preparation and disclosure of

sustainability-related financial information in accordance with IFRS Sustainability Disclosure

Standards. Sustainability-related risks and opportunities that cannot reasonably be expected to

affect users’ assessments of the entity’s enterprise value are outside the scope of

sustainability-related financial disclosures.

The Exposure Draft proposals were developed to be applied by entities preparing their general

purpose financial statements with any jurisdiction’s GAAP (so with IFRS Accounting Standards or

other GAAP).

Do you agree that the proposals in the Exposure Draft could be used by entities that prepare their

general purpose financial statements in accordance with any jurisdiction’s GAAP (rather than only

those prepared in accordance with IFRS Accounting Standards)? If not, why not?

We agree that the proposals in the S1 Exposure Draft could be used by entities irrespective of the GAAP

under which the financial statements are prepared. However, we believe that the final IFRS S1 should

be clearer on:

● what the expectations are of the reporting entity in applying the requirements of the standard

where a different GAAP is applied;

● whether terms should be interpreted with their IFRS meanings or based on the GAAP applied;

and

● what entities should do if a term is not defined in the underlying GAAP.

For example, some GAAPs might allow for the presentation of financial statements which are not

consolidated as general purpose financial statements. In such a situation, it is not clear whether IFRS

S1  would require the reporting entity to consider only the parent company or the consolidated

reporting group.

In addition, different GAAPs might have different rules regarding entities which are not consolidated,

for example, associates, joint ventures and joint operations, which could lead to further confusion. For

example, a reporting entity would recognise its share of assets and liabilities in a joint operation under

IFRS, but other GAAPs might use proportionate consolidation.

We believe that the ISSB is well-positioned to act as the comprehensive global baseline for

sustainability reporting, because it has the legacy of the IASB and strong IFRS standards on which to

build. However, the S1 Exposure Draft does not indicate when preparers need to look to IFRS (or

equivalent GAAP) for issues that are not addressed in the IFRS Sustainability Disclosure Standards -

for example, whether enterprise value is based on IFRS 13 principles (see above). Further examples are

also provided in our response to Question 5(b) below. However, we believe that there should not be a

list of instances in which IFRS Sustainability Disclosure Standards rely on IFRS; instead, the principle

of when to consider IFRS or equivalent GAAP should be clearly explained.
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Further, we recommend including additional implementation guidance in the final IFRS S1 to address

considerations particularly in the area of the reporting entity boundary. We have made further

comments in this regard as part of our response to Question 5(a) below.

Question 4—Core content (paragraphs 11–35)

The Exposure Draft includes proposals that entities disclose information that enables primary users

to assess enterprise value. The information required would represent core aspects of the way in

which an entity operates. This approach reflects stakeholder feedback on key requirements for

success in the Trustees’ 2020 consultation on sustainability reporting, and builds upon the well

established work of the TCFD.

Governance

The Exposure Draft proposes that the objective of sustainability-related financial disclosures on

governance would be:

to enable the primary users of general purpose financial reporting to understand the

governance processes, controls and procedures used to monitor and manage significant

sustainability-related risks and opportunities.

Strategy

The Exposure Draft proposes that the objective of sustainability-related financial disclosures on

strategy would be:

to enable users of general purpose financial reporting to understand an entity’s strategy for

addressing significant sustainability-related risks and opportunities.

Risk management

The Exposure Draft proposes that the objective of sustainability-related financial disclosures on risk

management would be:

to enable the users of general purpose financial reporting to understand the process, or

processes, by which sustainability-related risks and opportunities are identified, assessed

and managed. These disclosures shall also enable users to assess whether those processes are

integrated into the entity’s overall risk management processes and to evaluate the entity’s

overall risk profile and risk management processes.

Metrics and targets

The Exposure Draft proposes that the objective of sustainability-related financial disclosures on

metrics and targets would be:

to enable users of general purpose financial reporting to understand how an entity

measures, monitors and manages its significant sustainability-related risks and

opportunities. These disclosures shall enable users to understand how the entity assesses its

performance, including progress towards the targets it has set.

(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?

(a) From the beginning we have been active supporters of the TCFD and we are supportive of the

S1 Exposure Draft structure building on the recommendations of the TCFD.
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We also acknowledge that the US SEC Draft Rules on Climate-Related Disclosures and the

draft European Sustainability Reporting Standards released by EFRAG under the CSRD also

leverage the TCFD framework. Since there are calls for convergence among the standard

setters, having a common framework such as that used for TCFD, on which standard setters

build their sustainability reporting disclosure standards, would be a starting point for global

alignment.

We recommend that, with respect to key information about all of the core content components,

a description of changes and the reason for these changes from a prior reporting period should

be required to be disclosed. Currently, these are included in the ‘risk management’ and ‘metrics

and targets’ sections in paragraphs 26(b)(iv) and 34 respectively. For example, under

governance, if a different committee is looking at the sustainability-related risks as compared

to the committee used in prior reporting periods, noting this change and the rationale for the

change would be useful.

(b) The link of the various core content to their disclosure objective could be improved in the

following areas:

Governance

The requirement in paragraph 13(a) to disclose “the identity of the body or individual within a

body responsible for oversight of sustainability-related risks and opportunities” might create

concerns for the disclosed individual. In our experience, we note that various regulatory

regimes have specific requirements for the expertisation of individuals in securities laws.

We therefore recommend that this disclosure requirement should be limited to the position of

the individual within the reporting entity, rather than the name of a particular individual.

Entities would be able to give the name of an individual voluntarily, if they deemed it

appropriate, but we believe that it should not be mandated.

We recommend disclosure by management/those charged with governance of the rationale for

the scope of the entity's sustainability-related information that has been subject to independent

external assurance. In addition, disclosure should be included if the sustainability-related

information is within the scope of internal control certifications. Furthermore, an entity should

describe the controls designed to reduce the susceptibility to fraud or error, as further

discussed in our response to Question 11 below.

We acknowledge that the proposed governance disclosure requirements provide information

on processes, controls and procedures used to monitor and manage sustainability-related risks

and opportunities, which can help users to understand the quality of information provided by a

reporting entity. However, by only focusing on this information we are concerned that the

information might become boilerplate. We believe that the application of these processes and

what influence they have had on the strategic direction of the organisation and its approach to

risk management is potentially more impactful to enterprise value, and it is therefore more

relevant and useful for users. We recommend that there should be a requirement to disclose

how the governance processes, controls and procedures have been applied, driven by actions

and activities that the governance body (or bodies) with oversight of sustainability-related risks

and opportunities has taken during the periods presented.

Strategy

The requirement to disclose “the effects of significant sustainability-related risks and

opportunities on its business model and value chain” might be seen as overwhelming where

the value chain could include numerous components.

We believe that there should be more focus on the information that management uses in the

context of sustainability-related risks and opportunities within the value chain. For example,
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the producer of a complex piece of electronic equipment might create a product with hundreds

or thousands of components and each of these components might themselves be made up of

hundreds or thousands of subcomponents which ultimately trace back to mining of

metals/minerals or extraction of petroleum products. The scope of the value chain therefore

has to be carefully considered not only from a practical perspective, but also to ensure that the

information being reported on is derived from quality data. Furthermore, such scoping is

important to make reporting in accordance with the standards capable of third party assurance.

Refer to our response to Question 13 in Appendix B for further considerations and

recommendations regarding the assurability of information.

As noted, we believe that the scope of value chain analysis should be defined by those risks that

management actively considers in the conduct of the business, and that these standards should

more closely draw on guidance in IFRS 8 to define the risks and value chain considered by the

‘chief operating decision maker’ (CODM).

Without this clarity, disclosures could be extensive, and relevance might be reduced. We would

suggest providing additional implementation guidance in the following areas:

- The end of the value chain. How far up and down the value chain do reporting entities

need to look when assessing their significant sustainability-related risks and

opportunities? For example, when does a reporting entity need to disclose the effects of

sustainability-related risks and opportunities relating to its customers’ customers

and/or its suppliers’ suppliers and beyond?

- The link between the value chain and the reporting entity (boundary). For example,

when would a reporting entity need to consider the value chain of entities that it does

not control (associates and joint ventures) which would be outside the boundary of the

financial reporting entity?

- When a reporting entity does not have access to all information across its value chain.

For example, a reporting entity might not have access to information about customers

and suppliers of an associate or joint venture if it does not control that entity from a

financial reporting perspective.

In addition, it is likely that reporting entities might have greater exposure and/or be more

vulnerable to the actions of certain of its direct suppliers and customers compared to others. It

is those relationships and impacts that are likely to be more useful to users as compared to the

disclosure about all customers and suppliers.

In light of how extensive an entity’s value chain could theoretically be, a lack of criteria could

create complexities for preparers in compiling the information needed to report. Further, this

could also present challenges when providing assurance over the completeness of such

disclosures. Refer to our response to Question 13 in Appendix B for further considerations and

recommendations regarding the assurability of information.

Paragraph 18 of the S1 Exposure Draft refers to the short-, medium- and long-term time

horizons and indicates that these could vary and depend on many factors. We support the

ISSB’s current ‘management approach’ to determining timeframes by requiring, in paragraph

16(b), an entity to explain how the definitions used are linked to its strategic planning horizons

and capital allocation plans. This management approach would be flexible and suit different

types of circumstances and risks - for example, ranging from an asset-intensive industrial

company with a 40-year planning horizon to a restaurant chain focused on near-term

adaptation to supply chain and other challenges.

To provide for greater comparability, we recommend defining ‘short term’ with reference to an

entity’s normal operating cycle, which in our experience is typically one year. We believe that

this would also align with the requirements contained in paragraph 22(b) with respect to any

potential material adjustments.
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In addition, we recommend that the definition of ‘enterprise value’ should be more clearly

linked with the definition of short, medium and long term. For example, sustainability-related

risks and opportunities might impact enterprise value far into the future, and the present value

of changes to such cash flows might not materially impact enterprise value today. Therefore it

could be made clearer that time horizons should be limited to those periods where the impact

of cash flows, or the discount rate applied to cash flows, could have a material effect on

enterprise value at the annual reporting date. Entities might need assistance from valuation

experts in identifying the relevant inputs to valuation where a significant sustainability-related

risk is identified.

The disclosure requirements for resilience in paragraph 23 require disclosure of quantitative

information ‘when applicable’ without any guidance on applicability. Furthermore, it is unclear

how to apply resilience disclosures to certain metrics. For example, how should resilience to

‘lost time injury rates’ be presented? Additional illustrations and/or examples in this area

would be helpful. In addition, we believe that clarification should be provided regarding how

the resilience analysis proposed under the S2 Exposure Draft interacts with, or differs, from

existing analysis or scenario analysis that might be required under other future thematic

standards. Please refer to our detailed response to Question 7 in Appendix B in this regard.

In paragraph 22(c)(i), there is reference to ‘current and committed’ investment plans.

However, it is unclear why ‘current’ is relevant to enterprise value versus any committed plan.

Furthermore, the objective would seem to contemplate anticipated plans versus solely plans

that are firmly committed and therefore the language used might exclude disclosure of plans

that are highly probable but not yet committed. It is also not clear how this would cross-refer to

financial reporting and whether there should be a link where appropriate.

We also believe that there needs to be a balance between the provision of useful information

and the disclosure of information that might put the reporting entity at a strategic

disadvantage. For example, paragraph 20(b) requires the disclosure of “a description of where

in its value chain significant sustainability-related risks and opportunities are concentrated

(for example, geographical areas, facilities or types of assets, inputs, outputs or distribution

channels)”.

Disclosing specific facilities might have a negative impact on the ability of the reporting entity

to sell and/or otherwise realise the benefit of such facilities. IFRS S1 should acknowledge a

need to balance the granularity of disclosures with the possibility of putting an entity at a

competitive disadvantage. This is consistent with the disclosure requirement in paragraph 34

of IFRS 8, which requires an entity to provide information about the extent of its reliance on its

major customers but does not require the identity of the major customer to be disclosed.

Rather, quantitative information about the customer is required to be disclosed together with

the segment or segments associated with that quantitative information. As stated in our

response to Question 6 below, we believe that information by segment should be provided

where this is material to investors.

Metrics and targets

As noted in our cover letter, with only the climate thematic standard likely to be issued, we

recognise that it might be helpful to have comparable metrics for all other

sustainability-related risks and opportunities. To provide comparability across all industries,

the ‘Common Metrics’, as outlined in WEF’s publication,  ‘Measuring Stakeholder Capitalism:

Towards Common Metrics and Consistent Reporting of Sustainable Value Creation’ would

provide one relevant data point.

Our understanding is that the intention is not to require industry guidance in the final IFRS S1

and to require it in the final IFRS S2, however, clarification in this regard is warranted - and, if

there is a difference between whether industry guidance is mandated or not in the final

standards, the reason for the difference should be explained.
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We acknowledge that the use of the SASB guidance when reporting industry metrics provides a

helpful starting point. However, we believe that the Board should continue to evaluate and

make enhancements to the legacy SASB industry guidance, as the current industry

classification and industry metrics are excessively granular and there are unnecessary

inconsistencies across industries.  We therefore believe that not mandating industry guidance

at the outset of the application of the IFRS Sustainability Disclosure Standards is appropriate.

We understand from paragraph 68 of the Basis for Conclusions to the S1 Exposure Draft that

the ISSB believes that applying the SASB and CDSB pronouncements would be considered

good practice, but not mandatory. We agree with this approach, but we think that the language

in IFRS S1 should be clarified to reflect this approach.

Paragraph 58 of the S1 Exposure Draft indicates that an entity ‘shall consider’ these sources of

guidance. However, the language ‘shall consider’ could suffer from the same issue identified in

paragraph 16 of the Basis for Conclusions to IAS 8 - Accounting Policies, Changes in

Accounting Estimates & Errors (IAS 8):

“The Exposure Draft proposed that in the absence of a Standard or an Interpretation

specifically applying to an item, management should develop and apply an

accounting policy by considering, among other guidance, pronouncements of other

standard-setting bodies that use a similar conceptual framework to develop

accounting standards. Respondents to the Exposure Draft commented that this could

require entities to consider the pronouncements of various other standard-setting

bodies when IASB guidance does not exist. Some commentators argued that, for

example, it could require consideration of all components of US GAAP on some topics.

After considering these comments, the Board decided that the Standard should

indicate that considering such pronouncements is voluntary (see paragraph 12 of the

Standard).”

We believe that a similar approach should be adopted and that the ‘may also consider’ language

in paragraph 12 of IAS 8 would be more appropriate in paragraph 58 of IFRS S1. However,

given that the WEF Common Metrics are much more concise, we would suggest that, in a

hierarchy of sources, these be considered as a higher priority than the other sources.

Furthermore, if certain metrics are being used internally to manage the business from a

sustainability perspective, we also think that a management approach should require the

disclosure of such metrics reviewed by the CODM.

In summary, we believe that a hierarchy of metrics, in decreasing order of priority would be:

Level 1 – Sustainability Metrics reviewed by the CODM

Level 2 – WEF Common Metrics

Level 3 – Other guidance as set out in paragraph 58

There are a number of other points that we think could be clarified:

● Paragraph 31(b) requires ‘validation’ to be disclosed, but it is unclear whether this is

referring to independent assurance over the metrics, or to some other process

undertaken in respect of those metrics. If the former, we recommend using the term

‘assurance’ throughout. If the term ‘validation’ is not intended to refer to independent

external assurance, it would be helpful to clarify what is being referred to in this

paragraph. Further, it is unclear why metrics have been singled out for the purpose of

disclosure of ‘validation’ or assurance. This might resolve itself once the definition has

been clarified but, if other information included in the report has been subject to

assurance, we recommend that this fact also be disclosed. Refer to our detailed

response to Question 13 in Appendix B with respect to assurability of information.
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● Paragraph 34 refers to metrics being consistent over time, but it does not clarify when

changes might be appropriate to such metrics. The principle in paragraph 65 of IFRS

13 might be useful to incorporate - specifically, clarifying that a change in the

measurement technique or its application is appropriate if the change is equally or

more representative of an input to enterprise value.

● Paragraph 34(c) requires disclosure of restated comparatives unless it is impracticable

to do so. However, there is no definition of ‘impracticable’ in the S1 Exposure Draft. We

therefore recommend that this is clarified in the final IFRS S1, consistent with the

definition used in paragraph 5 of IAS 8.

Question 5—Reporting entity (paragraphs 37–41)

The Exposure Draft proposes that sustainability-related financial information would be required to

be provided for the same reporting entity as the related general purpose financial statements.

The Exposure Draft proposals would require an entity to disclose material information about all of

the significant sustainability-related risks and opportunities to which it is exposed. Such risks and

opportunities relate to activities, interactions and relationships and use of resources along its value

chain such as:

• its employment practices and those of its suppliers, wastage related to the packaging of the

products it sells, or events that could disrupt its supply chain;

• the assets it controls (such as a production facility that relies on scarce water resources);

• investments it controls, including investments in associates and joint ventures (such as financing a

greenhouse gas-emitting activity through a joint venture); and

• sources of finance.

The Exposure Draft also proposes that an entity disclose the financial statements to which

sustainability-related financial disclosures relate.

(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?

(b) 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?

(c) Do you agree with the proposed requirement for identifying the related financial statements?

Why or why not?

(a) We agree that, at a minimum, sustainability-related financial information should be required at

a consolidated level for a group. However, paragraph 40 of the S1 Exposure Draft refers to

investments that an entity “controls, including investments in associates and joint ventures”.

By definition, investments in joint ventures and associates are not ‘controlled’ in the sense

envisioned in IFRS 10 - Consolidated Financial Statements (IFRS 10), which sets out the

definition of ‘control’ for purposes of preparing consolidated financial statements.

We believe that the reference to ‘control’ could therefore cause confusion. Specifically, we

believe that the disclosure requirements in the final IFRS S1 should clarify whether ‘control’ is

defined in the same way as in IFRS or equivalent GAAP. If the proposed standard also

contemplates operational control, an explanation should be provided including how
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operational control is different from financial control. However, we believe that control in the

context of IFRS 10 should be the primary scope of the standards, with supplementary

information provided for material information concerning associates or joint ventures.

We recommend that further guidance and/or implementation guidance should be provided in

order to understand the link between the reporting entity and the determination of an entity’s

upstream and downstream value chain. This includes how investments in joint ventures and

associates should be considered in this respect where they form part of the value chain (that is,

where a reporting entity is purchasing from or selling to such investments).

We also recommend that additional guidance should be provided with regard to associates and

joint ventures which might form part of complex capital structures, and which are not

necessarily equity accounted or proportionally consolidated, because there appears to be no

guidance on how these types of entities will be considered from a sustainability reporting

perspective - for example, associates with carried interest, preferred shares, or other

disproportionality in earnings allocation above or below certain hurdles.

We note that paragraph 41 indicates that thematic standards will specify how an entity is

required to disclose or measure sustainability-related risks and opportunities relating to

associates, joint ventures and other investments, and those related to the value chain.

However, the only current thematic standard, the S2 Exposure Draft, provides guidance on

how to disclose the greenhouse gas emissions of associates, joint ventures and other

investments, and for the entity’s value chain, but it does not provide guidance on this point for

other disclosures. Additionally, until other thematic standards are developed to include this

guidance, there is a gap, which might lead to diversity in reporting practices. We recommend

that the ISSB should make it clear that information should be provided about these

investments, where material, and provide guidance on how to consider them, and for the

entity’s value chain, in the final IFRS S1 that would then be applicable in the final IFRS S2 and

all future thematic standards. Further, where such information is provided, it should be clearly

distinguished from information about controlled investments, so that it is clear what

information is within the scope of consolidated reporting and what goes beyond consolidation.

As noted above, the S2 Exposure Draft is not clear about how the reporting boundary

requirements in the S1 Exposure Draft relate to the reporting entity boundary for

climate-related disclosures. In particular  the S1 Exposure Draft considers how significant

sustainability risks and opportunities with regard to associates and joint ventures should be

considered;the S2 Exposure Draft only addresses joint ventures and associates with regard to

Scope 1 and Scope 2 emissions. Without further clarification, it can only be assumed that the

reporting entity considerations in the S1 Exposure Draft should relate to all thematic

standards, unless otherwise specifically stated in a thematic standard. If this is correct it would

be beneficial to explicitly state this in the final standard.

The requirements set out in paragraph 21(b)(ii) of IFRS 12 - Disclosure of Interests in Other

Entities (IFRS 12), can be followed - that is, disclosing summarised information for joint

ventures and associates that are material to the entity.

We acknowledge, however, that the type of information for joint ventures and associates might

also vary in terms of whether it is quantitative or qualitative. Where information relates to

metrics such as carbon emissions, we recommend that the equity method is used to provide

such disclosure (that is, disclosing the reporting entity’s share of the carbon emissions). For

example, if an entity holds a 25% ownership interest in an associate, 25% of the carbon

emissions should be disclosed.

For other information or metrics that cannot be measured quantitatively, or for which

disclosing the reporting entity’s share might result in an arbitrary number, we recommend that

the disclosure is provided on a gross basis, with the entity’s percentage ownership interest

disclosed separately (for example, for the ratio of lost-time injuries).
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(b) Refer to the specific comments raised in(a) above with regard to the interaction between the

concepts of the reporting entity and an entity’s value chain.

We believe that the proposals in the S1 Exposure Draft do not contain clear guidance about the

following situations and therefore diversity in practice might develop:

● How non-controlling interests and partly owned subsidiaries are considered.

● Intercompany eliminations for subsidiaries, associates and joint ventures.

● How to address changes in interest - for example, if a subsidiary becomes an associate,

or an associate becomes a subsidiary during the reporting period, and discontinued

operations reporting.

● How business combinations are considered, including those under common control.

● Reporting considerations if the reporting entity is an investment entity measuring its

subsidiaries, associates and joint ventures at fair value through profit or loss.

● Availability of information for associates. What should a reporting entity consider if

provisions for receiving information from associates have not been built into

contractual agreements? Would entities be expected to divest from such investments,

even where this might have a negative impact on enterprise value, if such information

cannot be obtained (for example, if an associate is a private entity in a jurisdiction

where there is no requirement for the associate to prepare sustainability information)?

● Scenarios where associates and joint ventures have different reporting periods.

● Whether core content should be identified at a consolidated level only. For example,

what should a parent, with a publicly traded subsidiary, report if governance at the

subsidiary level differs from the governance of the group (for example, because of

protections offered to minority shareholders under securities law or the fact that it is

located in a different jurisdiction)?

Question 6—Connected information (paragraphs 42–44)

The Exposure Draft proposes that an entity be required to provide users of general purpose financial

reporting with information that enables them to assess the connections between (a) various

sustainability-related risks and opportunities; (b) the governance, strategy and risk management

related to those risks and opportunities, along with metrics and targets; and (c) sustainability-related

risks and opportunities and other information in general purpose financial reporting, including the

financial statements.

(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?

(a) Yes, in general the requirement is clear on the need for connectivity between various

sustainability-related risks and opportunities. However, there are a number of requirements

which we believe should be clarified which are summarised in the response to (b) below.

(b) We agree with the proposed requirements in this regard. We believe that disclosing

interconnected sustainability-related information is useful and can enable users of general

purpose financial information to make informed decisions.

We believe that further implementation guidance and/or illustrative examples would be useful

to identify how the connections between sustainability-related risks and opportunities, and

information in the general purpose financial reporting should be disclosed.
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For example, we note that the draft US SEC proposals on climate-related disclosures require

certain information to be included as a note in the financial statements regarding the

quantitative impact of climate-related risks and opportunities on various financial statement

line items. It is unclear whether the disclosure requirements of the IFRS Sustainability

Disclosure Standards require the same level of information outside the financial statements,

and whether impacts should be linked to specific line items in the financial statements. We do

not recommend that such a level of granular disclosure should be required.

Without additional guidance in this area entities might assume that the intention is to provide

the same level of granularity as the US SEC proposals, which we do not believe is the ISSB’s

intention.

It is also unclear how the IFRS Sustainability Disclosure Standards should be connected to

segment reporting in the financial statements by entities under IFRS 8. We have supported a

management approach to be integrated into these proposals, and we believe that information

by segment should be provided where this is material to investors.

We acknowledge, however, that how management considers information from a financial

reporting perspective for segment disclosures could be different to how sustainability-related

information is considered. For example, financial reporting segments might be product

line-based for financial reporting, but the CODM might look at geographical information for

the purposes of sustainability information where geographic regulations are more relevant

information for resource allocation.

Where the basis of segmentation differs from financial reporting, we also recommend that

disclosure should be provided to explain why segment reporting for sustainability-related

information differs from that of financial reporting, and how it ties back to the reporting

entity’s strategy for sustainability.

Question 7—Fair presentation (paragraphs 45–55)

The Exposure Draft proposes that a complete set of sustainability-related financial disclosures would

be required to present fairly the sustainability-related risks and opportunities to which an entity is

exposed. Fair presentation would require the faithful representation of sustainability-related risks

and opportunities in accordance with the proposed principles set out in the Exposure Draft. Applying

IFRS Sustainability Disclosure Standards, with additional disclosure when necessary, is presumed to

result

in sustainability-related financial disclosures that achieve a fair presentation.

To identify significant sustainability-related risks and opportunities, an entity would apply IFRS

Sustainability Disclosure Standards. In addition to IFRS Sustainability Disclosure Standards to

identify sustainability-related risks and opportunities, the entity shall consider the disclosure topics

in the industry-based SASB Standards, the ISSB’s non-mandatory guidance (such as the CDSB

Framework application guidance for water- and biodiversity-related disclosures), the most recent

pronouncements of other standard-setting bodies whose requirements are designed to meet the

needs of users of

general purpose financial reporting, and sustainability-related risks and opportunities identified by

entities that operate in the same industries or geographies.

To identify disclosures, including metrics, that are likely to be helpful in assessing how

sustainability-related risks and opportunities to which it is exposed could affect its enterprise value,

an entity would apply the relevant IFRS Sustainability Disclosure Standards. In the absence of an

IFRS Sustainability Disclosure Standard that applies specifically to a sustainability-related risk and

opportunity, an entity shall use its judgement in identifying disclosures that (a) are relevant to the

decision-making needs of users of general purpose financial reporting; (b) faithfully represent the
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entity’s risks and opportunities in relation to the specific sustainability-related risk or opportunity;

and (c) are neutral. In making that judgement, entities would consider the same sources identified in

the preceding paragraph, to the extent that they do not conflict with an IFRS Sustainability

Disclosure Standard.

(a) Is the proposal to present fairly the sustainability-related risks and opportunities to which the

entity is exposed, including the aggregation of information, clear? Why or why not?

(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.

(a) Yes, the proposal is clear that presenting fairly the sustainability-related risks and

opportunities to which an entity is exposed should not obscure material information. Please

refer to our detailed responses to Question 8 below with regard to materiality.

In addition, without a clear definition of ‘significant’ sustainability-related risks and

opportunities and/or how ‘significant’ should be determined, it will be difficult for reporting

entities to confirm that the sustainability-related risks and opportunities are fairly presented in

accordance with the principles set out in the S1 Exposure Draft. Refer to our response to

Question 1(a) above for feedback on the use of ‘significant’ in the context of significant

sustainability-related risks and opportunities.

(b) We understand from paragraph 68 of the Basis for Conclusions to the S1 Exposure Draft that

the ISSB believes that applying the SASB and CDSB pronouncements would be considered

good practice, but not mandatory. We agree with this approach, but we think that the language

in the S1 Exposure Draft should be clarified to reflect this approach. Please see our suggestions

for clarification under the ‘Metrics and Targets’ heading in our response to Question 4 above.

Question 8—Materiality (paragraphs 56–62)

The Exposure Draft defines material information in alignment with the definition in IASB’s

Conceptual Framework for General Purpose Financial Reporting and IAS 1. Information ‘is material

if omitting, misstating or obscuring that information could reasonably be expected to influence

decisions that the primary users of general purpose financial reporting make on the basis of that

reporting, which provides information about a specific reporting entity’.

However, the materiality judgements will vary because the nature of sustainability related financial

information is different to information included in financial statements. Whether information is

material also needs to be assessed in relation to enterprise value.

Material sustainability-related financial information disclosed by an entity may change from one

reporting period to another as circumstances and assumptions change, and as expectations from the

primary users of reporting change. Therefore, an entity would be required to use judgement to

identify what is material, and materiality judgements are reassessed at each reporting date. The

Exposure Draft proposes that even if a specific IFRS Sustainability Disclosure Standard contained

specific disclosure requirements, an entity would need not to provide that disclosure if the resulting

information was not

material. Equally, when the specific requirements would be insufficient to meet users’ information

needs, an entity would be required to consider whether to disclose additional information. This

approach is consistent with the requirements of IAS 1.

The Exposure Draft also proposes that an entity need not disclose information otherwise required by
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the Exposure Draft if local laws or regulations prohibit the entity from disclosing that information. In

such a case, an entity shall identify the type of information not disclosed and explain the source of

the restriction.

(a) Is the definition and application of materiality clear in the context of sustainability-related

financial information? Why or why not?

(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?

(c) Is the Exposure Draft and related Illustrative Guidance useful for identifying material

sustainability-related financial information? Why or why not? If not, what additional guidance is

needed and why?

(d) Do you agree with the proposal to relieve an entity from disclosing information otherwise

required by the Exposure Draft if local laws or regulations prohibit the entity from disclosing that

information? Why or why not? If not, why?

(a) We believe that the approach for materiality adopted within the IFRS Sustainability Disclosure

Standards should be enterprise value focused, and therefore we generally agree with the

definition of materiality that is proposed in the S1 Exposure Draft. We support the Board’s

agreement to collaborate with GRI, since GRI takes a broader perspective on materiality, which

some companies might wish to provide – or regulators might require – in addition to baseline

sustainability reporting.

Any information disclosed from a broader materiality perspective (that is, ‘impact materiality’)

should be clearly distinguished from disclosures that are material in the context of enterprise

value. We believe that this distinction will provide clarity on what is reported in excess of the

global baseline disclosure requirements, and that it will assist in achieving comparability of

baseline sustainability reporting while not obscuring material information.

We also note that the definition of primary users includes ‘potential’ investors, lenders and

other creditors. We believe that the consideration of potential investors, lenders and other

creditors should be qualified to reflect information that would be useful to a wide range of

users. For example, a particular sustainable investment fund might have very specific criteria

for investments that would not be used by the majority of primary users. Requiring the

consideration of all potential investors, lenders and other creditors might not be practicable,

and it might be inconsistent with the intention to provide a global baseline. Concepts within

IFRS 13 might help to narrow the scope to a manageable one. For example, the standard could

be clarified to require consideration of investors, lenders and creditors in the principal market

(or, in the absence of a principal market, the most advantageous market) for the related debt or

equity instruments that would be an input to a hypothetical transaction occurring in such

markets.

Factors that might impact an investor’s brand value might indirectly impact enterprise value by

increasing the cost of capital or reducing liquidity for an entity’s securities;  therefore,

judgement will be required to determine how changes to a particular factor will directly or

indirectly impact enterprise value (for example, a lack of board diversity could be a factor that

is broadly considered by investors in making investment decisions that could impact the

discount rate in a cash flow valuation model). That is, studies could show that a company with

positive results for a particular factor will have a lower cost of capital versus those with

negative results for a particular factor.  Additional implementation guidance illustrating this

concept would be helpful.
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(b) Yes. We acknowledge that, within paragraph IG 7 of the illustrative guidance, it is stated that

an entity should disclose:

(a) information specific to the practices and circumstances of the entity, rather than a

generic disclosure; and

(b) material information necessary for an assessment of how the entity contributes to and

is affected by sustainability-related risks and opportunities.

However, we note that requirement (a) is not included in the proposed standard itself. We

recommend that it is included in the final standard, as it would be useful to make it clear that

giving generic disclosures is not the intention of the standards.

We acknowledge that paragraph 48 states that an entity shall not reduce the understandability

of its sustainability-related financial disclosures by obscuring material information with

immaterial information or by aggregating material items that are dissimilar. Paragraph C29

further indicates that any immaterial information included shall be provided in a way that

avoids obscuring material information.

However, material information might be obscured if it is not communicated clearly. We

therefore recommend that the disclosure requirements are enhanced to state that material

information should be clearly identified from immaterial information, and indeed immaterial

information need not be disclosed.

(c) Yes. However, please refer to our response to (b) above regarding generic disclosures.

(d) No, we do not agree with the proposal.

Specifically, we disagree with the view that full compliance with IFRS Sustainability Disclosure

Standards would be achieved when a local jurisdiction mandates inconsistent or reduced

disclosure requirements. This approach, which is tantamount to ‘reservations' by local

regulators, is not consistent with establishing these standards as a global baseline. Similar to

the requirement for IFRS, entities should be required to make an explicit and unreserved

statement of compliance with the standards.

We also believe that this proposal is inconsistent with paragraph IG9 of the implementation

guidance to the S1 Exposure Draft, which states:

○ “an entity that wishes to state compliance with IFRS Sustainability

Disclosure Standards cannot provide less information than the information

required by those Standards, even if local laws and regulations permit it to

do so.”

It is clear, however, that some local laws or regulations might not permit certain disclosures in

the final standards. If a reporting entity is unable to comply with the required disclosures due

to such laws, it should explain clearly that it has not complied fully with IFRS Sustainability

Disclosure Standards, and it should explain why the disclosures are omitted.

Question 9—Frequency of reporting (paragraphs 66–71)

The Exposure Draft proposes that an entity be required to report its sustainability related financial

disclosures at the same time as its related financial statements, and the sustainability-related

financial disclosures shall be for the same reporting period as the financial statements.

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?
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We agree in principle with the proposal that the sustainability-related financial disclosures should be

required to be provided at the same time as the financial statements to which they relate, and that it

should be for the same reporting period as the financial statements.

However, we note that sustainability reports are currently issued a period of time after the financial

statements have been issued. Therefore, without transition relief, preparers of general purpose

financial reporting might find this requirement a significant burden. We therefore recommend that the

regulators in local jurisdictions determine and permit a phase-in approach of this proposal. For

example, in the first year of reporting, it could be permitted that the sustainability-related financial

disclosures are provided within six months of the provision of the financial statements; in the second

year, provided within three months of the financial statements, and so on. As noted in our response to

Question 8(d) above, the entity could state that in this case, it does not fully comply with the timing

requirement.

Given the number of challenges which the sustainability reporting environment will put on preparers,

we believe that preparers should be afforded time and opportunity to plan for sustainability-related

financial disclosures being reported at the same time as the related financial statements.

We also believe that a clear requirement to disclose subsequent events should be included in the final

standard, so that users of the sustainability-related financial disclosures are aware of material events

between the end of the reporting period and the issue of the report. In addition, determining what

constitutes a subsequent event - and, in particular, an adjusting or non-adjusting event- is likely to be

challenging and significantly judgemental, given the nature of much of this information. We

recommend that additional guidance is needed in this area. Subject to such guidance, we recommend

that a clear requirement to disclose subsequent events should be included in the final standard,

including that non-adjusting subsequent events should be disclosed where material. See further

comments on this topic in our response to Question 11 below.

Once the IFRS Sustainability Disclosure Standards are finalised, we recommend that a joint project

between the ISSB and IASB should be undertaken to consider how the current IAS 10 - Events after the

reporting period (IAS 10), requirements can be adapted and updated to be relevant for both financial

statements and sustainability-related financial reporting.

We support the proposed application for interim reporting. However, we recommend that:

● Similar to our proposals for the timing of sustainability-related financial disclosures, a phased

approach should be permitted for reporting interim sustainability-related financial disclosures.

Such an approach would need to be determined and permitted by local regulators so that it is

aligned with the reporting entity’s interim reporting requirements.

● Similar to the requirement in paragraph 9 of IAS 34 - Interim Financial Reporting (IAS 34),

full compliance with ISSB standards should not be stated unless all disclosures are provided. If

the full disclosures are not provided, the sustainability information should state compliance

with ISSB standards ‘as applicable to interim reporting periods’.

● The periods and comparative periods included should be the same as those provided in the

interim financial reports and for those entities complying with IFRS. This should be based on

the periods presented for the statement of comprehensive income set out in Appendix A to IAS

34.

● We also believe that seasonality information should be disclosed where material consistent

with paragraph 16A(b) of IAS 34.

Question 10—Location of information (paragraphs 72–78)

The Exposure Draft proposes that an entity be required to disclose information required by the IFRS

Sustainability Disclosure Standards as part of its general purpose financial reporting—ie as part of

the same package of reporting that is targeted at investors and other providers of financial capital.

However, the Exposure Draft deliberately avoids requiring the information to be provided in a
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particular location within the general purpose financial reporting so as not to limit an entity’s ability

to communicate information in an effective and coherent manner, and to prevent conflicts with

specific jurisdictional regulatory requirements on general purpose financial reporting.

The proposal permits an entity to disclose information required by an IFRS Sustainability Disclosure

Standard in the same location as information disclosed to meet other requirements, such as

information required by regulators. However, the entity would be required to ensure that the

sustainability-related financial disclosures are clearly identifiable and not obscured by that

additional information.

Information required by an IFRS Sustainability Disclosure Standard could also 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.

For example, information required by an IFRS Sustainability Disclosure Standard could be disclosed

in the related financial statements.

The Exposure Draft also proposes that when IFRS Sustainability Disclosure Standards require a

disclosure of common items of information, an entity shall avoid unnecessary duplication.

(a) Do you agree with the proposals about the location of sustainability-related financial disclosures?

Why or why not?

(b) Are you aware of any jurisdiction-specific requirements that would make it difficult for an entity

to provide the information required by the Exposure Draft despite the proposals on location?

(c) Do you agree 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? Why or why not?

(d) Is it clear that entities are not required to make separate disclosures on each aspect of

governance, strategy and risk management for individual sustainability-related risks and

opportunities, but are encouraged to make integrated disclosures, especially where the relevant

sustainability issues are managed through the same approach and/or in an integrated way? Why or

why not?

(a) We agree with the proposals on the location of sustainability-related financial information.

We also note that the IASB has been working on a project related to management commentary

which would be a forum to further enhance connectivity of financial and sustainability

information. As noted in our response to the IASB’s Management Commentary Exposure Draft,

we do not support the IASB moving forward with this project on its own. We would support an

approach in which the IASB and ISSB work together to develop a revised Management

Commentary Practice Statement that provides a framework to support the combination of the

requirements specified by both the IASB and the ISSB into a cohesive reporting package. We

think that this would help companies to integrate the information required by financial

reporting standards and sustainability reporting standards in a comparable manner.

(b) We are not aware of any jurisdiction-specific requirements that would make it difficult for an

entity to provide the information required by the proposed standard, despite the proposals on

location.

(c) We agree with the proposal that information required by the proposed standard can be

included by cross reference in some instances; however, we believe that overuse of this

approach might prove challenging from an assurance perspective. Excessive cross-referencing

of information creates challenges as to whether it is possible to identify the specific sections in
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broader documents that have been subject to assurance. Accordingly, although we support

cross-referencing to a reasonable degree it should not be permitted if it would obscure or create

confusion about what components of a report have been disclosed to comply with ISSB

standards and were subject to assurance. Refer to our response to Question 13 in Appendix B

for further considerations and recommendations regarding the assurability of information.

(d) The intention to provide integrated disclosure is clear in paragraph 78 of the S1 Exposure

Draft. However, as noted in our cover letter, the interoperability with thematic standards is not

clear, and we believe that there is a need for a clear linkage between the final IFRS S1 and IFRS

S2. Also refer to our response to Question 1 in Appendix B regarding closer alignment between

IFRS S1 and IFRS S2 and connectivity.

Question 11—Comparative information, sources of estimation and outcome

uncertainty, and errors (paragraphs 63–65, 79–83 and 84–90)

The Exposure Draft sets out proposed requirements for comparative information, sources of

estimation and outcome uncertainty, and errors. These proposals are based on corresponding

concepts for financial statements contained in IAS 1 and IAS 8. However, rather than requiring a

change in estimate to be reported as part of the current period disclosures, the Exposure Draft

proposes that comparative information which reflects updated estimates be disclosed, except when

this would be impracticable —ie the comparatives would be restated to reflect the better estimate.

The Exposure Draft also includes a proposed requirement 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.

(a) Have these general features been adapted appropriately into the proposals? If not, what should

be changed?

(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?

(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?

(a) We broadly agree that these general features have been adapted appropriately into the

proposals of the S1 Exposure Draft. However, paragraph 63 of the S1 Exposure Draft indicates

that where relevant, for the current period, the entity should disclose comparative information

for narrative and descriptive sustainability-related financial information. It is unclear how this

paragraph will be interpreted and whether it might lead to the duplication of disclosure.

We recommend that comparatives for narrative and descriptive information should be

included only where the information differs from the prior period (for example, where a

strategy has changed from the prior year, explaining the current year’s strategy and how it

differs from the prior year).

(b) We do not agree with this proposed requirement as drafted. We believe that how changes in

estimates are considered in relation to comparative periods should be clarified.

For example, comparative figures in financial information are not updated for changes in

estimates after their authorisation date even if better estimates arise after the period;

adjustment is only made for estimates that were made in error. We recognise that there might

be situations where a metric reported is based on estimated information available within the

applicable reporting timelines. In these circumstances, we agree that management should
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begin with the most recently available information and make its best estimate at the end of the

period, no different than how management makes estimates for use in the financial statements.

We believe that the same model as used in IAS 8 could be adapted to sustainability

information. If not, trust in the previously reported information, as well as the lack of

consistency, might concern users of the information. In addition, absent an IAS 8 approach, the

risk is that the comparative figures are considered to be ‘reauthorised’ each period and would

have to be completely re-prepared and re-audited in each subsequent reporting period.

We believe that an entity should develop adequate controls with the objective of minimising

errors in reported information and ensuring that estimates use reliable (including that it is

unbiased) information that is available without undue cost or effort. It will be up to

jurisdictional regulators whether to require entities to formally provide management

certifications of controls, but, as noted in our response to Question 4 above, information about

controls should be considered in governance disclosure.

We do, however, agree that changes in policy and errors (including in the application of policy

or errors in the development of estimates) should be applied retrospectively, unless it is

impracticable to do so. Paragraph 85 of the S1 Exposure Draft defines errors appropriately and

this definition should also be included in Appendix A to the S1 Exposure Draft. However,

‘policy’ is not defined in the S1 Exposure Draft, and we would suggest adapting the description

in IAS 8 as follows:

“Sustainability policy - specific principles, bases, conventions, rules and practices applied by

an entity in preparing and presenting sustainability information.”

In addition, for forward looking metrics, the estimates in comparative periods should represent

the best information available at a point in time, and therefore the information provided by

those estimates and trends associated with them is useful, even if, after the authorisation date,

facts and circumstances would necessitate a different estimate. For example, comparative

assumptions used in measuring a value in use impairment under IAS 36 - Impairment of

Assets (IAS 36), are not revised, even if those assumptions later turn out to differ from actual

results, where such assumptions represented the best estimates for the purposes of the

comparative figures. Accordingly, we do not believe that comparative figures should be

adjusted in these circumstances.

(c) We agree with this proposal, although we believe that this requirement would be better placed

as part of ‘connected information’.

We believe that there will be situations where it is not possible to use a consistent estimate - for

example, where financial reporting requires the use of fair values based on market participant

assumptions, and sustainability standards require a ‘best estimate’ approach. Where there are

differences in the nature of estimates because of differences in requirements under the relevant

reporting framework, we recommend that disclosure should be provided of the reasons for the

difference(s).

Question 12—Statement of compliance (paragraphs 91-92)

The Exposure Draft proposes that for an entity to claim compliance with IFRS Sustainability

Disclosure Standards, it would be required to comply with the proposals in the Exposure Draft and

all of the requirements of applicable IFRS Sustainability Disclosure Standards. Furthermore, the

entity would be required to include an explicit and unqualified statement that it has complied with

all of these requirements.

The Exposure Draft proposes a relief for an entity. It would not be required to disclose information

otherwise required by an IFRS Sustainability Disclosure Standard if local laws or regulations

prohibit the entity from disclosing that information. An entity using that relief is not prevented from
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asserting compliance with IFRS Sustainability Disclosure Standards.

Do you agree with this proposal? Why or why not? If not, what would you suggest and why?

Please refer to the detailed comments in our response to Question 8(d) above. We believe that a

reporting entity should not state compliance with the IFRS Sustainability Disclosure Standards if it

does not fully comply with the standards. We would support an entity stating qualified compliance -

that is, an approach where the entity states that it has complied with a particular requirement, ‘…except

for…’.

In addition, if a phased approach is used with respect to the required disclosures, we would not

advocate a statement of compliance. As noted above, only where there is full compliance should such a

statement be made.

Question 13—Effective date (Appendix B)

The Exposure Draft proposes allowing entities to apply the Standard before the effective date to be

set by the ISSB. It also proposes relief from the requirement to present comparative information in

the first year the requirements would be applied to facilitate timely application of the Standard.

(a) When the ISSB sets the effective date, how long does this need to be after a final Standard is

issued? Please explain the reason for your answer, including specific information about the

preparation that will be required by entities applying the proposals, those using the

sustainability-related financial disclosures and others.

(b) Do you agree with the ISSB providing the proposed relief from disclosing comparatives in the

first year of application? If not, why not?

(a) We acknowledge that local jurisdictions will need to determine whether and when they will

require adoption of the IFRS Sustainability Disclosure Standards. We therefore believe that

local regulators are best positioned to determine when the effective date of the final standards

should be. Given the dynamic nature of the sustainability reporting agenda and the speed with

which the US SEC and the European Union (EU) with the Corporate Sustainability Reporting

Directive are moving, we believe that it is imperative that the ISSB standards should go

through due process and be available for adoption by local jurisdictions on the same timeline as

(or potentially earlier than) these other initiatives, if they are to act as a global baseline. This

would allow time for regulators to adopt the ISSB standards (or for companies to voluntarily

report under the ISSB standards) and build on the required disclosures to comply with

incremental requirements under other jurisdictional frameworks.

Additionally, we recommend inclusion of a first time-adoption paragraph/section within the

final standards, rather than solely an appendix on effective date. This appendix should provide

ongoing guidance in terms of the first-time adoption considerations that entities need to be

aware of and to take into account when preparing to report for the first time under these

standards. The language could be adapted from paragraphs 2 and 3 of IFRS 1 - First-time

Adoption of International Financial Reporting Standards (IFRS 1), as appropriate to

sustainability standards.

To the extent that further exemptions/exceptions are provided for transition at future dates, a

separate first-time adoption standard should be developed, rather than providing specific relief

throughout thematic standards.

(b) Yes, we agree with this proposed relief. However, it is not clear what the requirements are if

reporting entities were previously required to comply, for example, with other regulatory
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reporting requirements, or with other non-financial reporting standards endorsed by local

jurisdictions, and the basis of preparation of those metrics/targets differs from what is required

under ISSB standards.

For example, assume that an entity is required to comply with ISSB standards for its year

ended 31 December 2025. In 2024, the entity prepared some of its sustainability information

on a different basis from the final ISSB standards, and some that would be consistent. Can an

entity choose to provide only certain comparatives in the first year of adoption, and should it

not provide comparatives for figures prepared on a different basis?

Question 14—Global baseline

IFRS Sustainability Disclosure Standards are intended to meet the needs of the users of general

purpose financial reporting to enable them to make assessments of enterprise value, providing a

comprehensive global baseline for the assessment of enterprise value. Other stakeholders are also

interested in the effects of sustainability-related risks and opportunities. Those needs may be met by

requirements set by others, including regulators and jurisdictions. The ISSB intends that such

requirements by others could build on the comprehensive global baseline established by the IFRS

Sustainability Disclosure Standards.

Are there any particular aspects of the proposals in the Exposure Draft that you believe would limit

the ability of IFRS Sustainability Disclosure Standards to be used in this manner? If so, what aspects

and why? What would you suggest instead and why?

We are not aware of any aspects that would prevent the ISSB standards from being used as a global

baseline. However, we do believe that diversity in reporting outside  climate will persist until further

thematic standards are developed. Therefore, for the baseline to be fully achieved, specific standards

covering broader ESG themes beyond climate will be required. However, we believe that the ISSB’s

approach - to begin with general requirements and the climate theme - is the right one, and that it

addresses the immediate need for sustainability disclosures.

We also believe that, ultimately, there should be as much global alignment with respect to reporting

requirements as possible. Such global alignment will provide investors with comparable reporting

wherever in the world it is issued. It is also necessary to achieve a high-quality global baseline of

relevant information for investors. We have identified critical areas where we think that alignment is

important, while acknowledging that local/regional standard setters might wish to provide for

additional disclosures.

We highlighted the key global alignment areas in our cover letter.

Question 15—Digital reporting

The ISSB plans to prioritise enabling digital consumption of sustainability-related financial

information prepared in accordance with IFRS Sustainability Disclosure Standards from the outset

of its work. The primary benefit of digital consumption as compared to paper-based consumption is

improved accessibility, enabling easier extraction and comparison of information. To facilitate digital

consumption of information provided in accordance with IFRS Sustainability Disclosure Standards,

an

IFRS Sustainability Disclosures Taxonomy is being developed by the IFRS Foundation. The

Exposure Draft and [draft] IFRS S2 Climate-related Disclosures Standards are the sources for the

Taxonomy.

It is intended that a staff draft of the Taxonomy will be published shortly after the release of the

Exposure Draft, accompanied by a staff paper which will include an overview of the essential
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proposals for the Taxonomy. At a later date, an Exposure Draft of Taxonomy proposals is planned to

be published by the ISSB for public consultation.

Do you have any comments or suggestions relating to the drafting of the Exposure Draft that would

facilitate the development of a Taxonomy and digital reporting (for example, any particular

disclosure requirements that could be difficult to tag digitally)?

We support the prioritisation of enabling digital consumption and the development of an IFRS

Sustainability Disclosures Taxonomy. While we acknowledge that tagging has yet to be required outside

financial statements, the provision of structured data will make information more easily accessible for

the purposes of aggregation, comparison, and other filtering by investors and other market

participants. It will be important to consider further developments in the related assurance standards

to facilitate an effective and consistent way to provide assurance on the information presented in digital

reporting format in different jurisdictions.

However, we believe that this project might be best completed in phases. The highest priority and of

most benefit will be tagging the numerical figures reported in sustainability information. We also

support exploring the tagging of the narrative information, but comprehensive tagging of such

information might be challenging, particularly before the development of thematic standards.

Accordingly, we believe that tagging beyond numerical figures should be considered as a second phase

given the level of effort that entities will already face developing the disclosures and the need to

transition disclosure to additional thematic standards as they are released.

We advocate the use of Inline XBRL, and this is consistent with our overarching belief that

non-financial data should be as accessible as, and considered coincident with, financial data.

We encourage the ISSB to ensure that there is alignment in principles with other regulators and

standard setters to the extent that they are developing sustainability reporting-related taxonomies (for

example, the US SEC).

We will provide additional feedback through a response to the Staff Request for Feedback on the staff

draft of the IFRS Sustainability Disclosure Taxonomy.

Question 16—Costs, benefits and likely effects

The ISSB is committed to ensuring that implementing the Exposure Draft proposals appropriately

balances costs and benefits.

(a) Do you have any comments on the likely benefits of implementing the proposals and the likely

costs of implementing them that the ISSB should consider in analysing the likely effects of these

proposals?

(b) Do you have any comments on the costs of ongoing application of the proposals that the ISSB

should consider?

We believe that there is a significant benefit of implementing the ISSB proposals of the IFRS

Sustainability Disclosure Standards are the global baseline.

However, we believe that where reporting entities might be required to report under different

standards (for example, if they need to comply with two sets of complete sustainability disclosure

standards), the cost of reporting might outweigh the benefits, and therefore we encourage global

consistency in standards as outlined in our response to Question 14 above.
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We recommend that the ISSB should consider the perspectives of preparers and investors when looking

at the costs and benefits of implementing the proposals - that is, recognising that preparers will be in

the best position to assess whether they have the required processes and systems in place to produce

the information required by the standards, and so determining what the associated costs will be. There

is also a need to recognise that investors are in the best position to discuss the valuation models

actually being used in determining enterprise value and which information provides the greatest

benefits to them in completing those valuation exercises, and so would also be best placed to answer

this question.

We believe that one of the objectives of the standards should be to maximise the benefit versus cost,

and that the cost versus benefit analysis should include writing standards in a way that allows efficiency

in enabling independent assurance over reporting. If the IFRS Sustainability Disclosure Standards are

integrated with the IFRS financial reporting standards, using the same professionals to assure the

financial and non-financial information could benefit from synergies and might be optimal in some

situations. Competent assurance engagements require extensive training, and we believe that investors

would have more confidence in reports issued by experienced assurance professionals that adhere to

similar assurance quality standards as those required of financial statement auditors.

Question 17—Other comments

Do you have any other comments on the proposals set out in the Exposure Draft?

We recommend that clarity be provided on the term ‘anticipated effects’ and how this is defined and/or

determined.

We acknowledge that the term ‘reasonably expected’ is used in certain instances within IFRS standards;

however, we recommend that clarity be provided on how ‘reasonably expected’ is defined and/or

determined (para 51). For example, is ‘reasonably expected’ meant to take into account both magnitude

and probability of occurrence? We believe that the definition should be referenced to risks that will be a

material input to the determination of enterprise value as discussed in our response to Question 2(a)

above.

We recommend that the requirement in paragraph 13(e) regarding the disclosure of trade-offs and

sensitivity analysis should be clarified.

Paragraph 39 of the Exposure Draft states that, when currency is specified as the unit of measure, the

entity shall use the presentation currency of its financial statements. There is no guidance, however, to

explain how to deal with metrics which are required by local requirements to be reported in a currency

other than the reporting entity’s presentational currency. We believe that clarification on this should be

provided.
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Appendix B - Responses to the S2 Exposure Draft Questions

Question 1—Objective of the Exposure Draft

Paragraph 1 of the Exposure Draft sets out the proposed objective: an entity is required to disclose

information about its exposure to climate-related risks and opportunities, enabling users of an entity’s

general purpose financial reporting:

• to assess the effects of climate-related risks and opportunities on the entity’s enterprise value;

• to understand how the entity’s use of resources, and corresponding inputs, activities, outputs and

outcomes support the entity’s response to and strategy for managing its climate-related risks and

opportunities; and

• to evaluate the entity’s ability to adapt its planning, business model and operations to climate-related

risks and opportunities.

Paragraphs BC21–BC22 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft’s proposals.

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

(b) Does the objective focus on the information that would enable users of general purpose financial

reporting to assess the effects of climate-related risks and opportunities on enterprise value?

(c) Do the disclosure requirements set out in the Exposure Draft meet the objectives described in

paragraph 1? Why or why not? If not, what do you propose instead and why?

We support the overall objective in the Exposure Draft and the ISSB’s ambition for the IFRS

Sustainability Disclosure Standards to be the global baseline for sustainability reporting.

However, we have a number of concerns, as set out below, that we believe need to be addressed if users

are to receive the information that matters and avoid unnecessary duplication or voluminous,

boilerplate disclosures on any potential risk or opportunity:

Emerging risks – Certain emerging risks might be monitored by management as part of strategic

planning and to understand the potential headwinds that a business might face. In some cases, it could

be difficult to precisely quantify the impact of such emerging risks on the current enterprise value of an

entity, because there is not yet consensus about how different parties would factor these risks into

business valuation models, even though there is likely to be consensus amongst investors that it is

prudent for management to consider these risks in its stewardship of a business. To the extent that a

sustainability-related risk is being actively monitored by management in the strategic planning for a

business, we believe that there should be a presumption that such risk is material to enterprise value

and hence that such risk would form part of ‘significant sustainability risks’, unless this presumption

can be overcome by clear evidence.

Please refer to our response to Question 2(a) in Appendix A for more detail on our point of view.

Definitions – In addition to the terms suggested in the S1 Exposure Draft response in Appendix A

that we believe require definitions and/or further clarification, there are a number of terms used in the

S2 Exposure Draft that, while examples might have been provided, have not been clearly defined. For

example, ‘direct’ and ‘indirect mitigation and adaptation efforts’, ‘vulnerable’, ‘amount of

assets/business activities vulnerable to physical risks’, and ‘resilience’ have not been defined or need

additional clarification as to the meaning of terms used in the definitions where definitions have been

provided. We believe that additional key terms should be defined in Appendix A to the S2 Exposure

Draft, with reference to the source of the definition where applicable (such as the Intergovernmental

Panel on Climate Change (IPCC), GHG Protocol Corporate Standard). This will facilitate consistency

across disclosures, because there will be less interpretation needed, and it will reduce subjectivity.
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Further, where possible, we believe that there is benefit to aligning the definitions of terms used in the

S2 Exposure Draft with those used in IFRS standards, and by other standard setters. This is consistent

with the objective of the ISSB standards being the global baseline, it will promote the usefulness of

information for investors, and it will reduce costs for preparers to report information under multiple

frameworks.

Management’s view – Please refer to our response to Question 1(a) in Appendix A for our views on

the importance of utilising a ‘management approach’ and the need for clarification over which aspects

of the draft standard (if any) are mandatory, regardless of management’s assessment of the significant

climate-related risks and opportunities.

Closer alignment between IFRS S1 and IFRS S2 – As noted in our response to Question 1(a) in

Appendix A, we believe that additional clarity is needed about the role of the S1 Exposure Draft, and its

interaction with the S2 Exposure Draft (and future thematic standards). Otherwise, there is a danger

that the S2 Exposure Draft, and future thematic standards, could be approached without a broader

consideration of significant sustainability-related information, resulting in excess volume, repetition

and generic disclosures.

Further, the S2 Exposure Draft is relatively silent on the ‘general features’ of the S1 Exposure Draft,

particularly the concepts of the reporting entity and connected information. We believe that either clear

cross-referencing or an upfront summary of these features should be emphasised in the standard itself,

and this should play a key role in the way in which companies approach reporting. We believe that

these clarifications, as well as for how associates and joint ventures should be considered in the S2

Exposure Draft and other future thematic standards, will enhance the role of the S1 Exposure Draft and

position it appropriately in advance of the proposed increase in thematic standards. Please refer to our

response to Question 5(a) in Appendix A for further recommendations on the role of the S1 Exposure

Draft in setting the reporting boundaries.

Connectivity – In our UK member firm’s monitoring of emerging UK practices in mandatory TCFD

reporting, we have found that there is often a lack of connectivity between the disclosures required

under the pillars (referred to as ‘the core content’ in the S1 Exposure Draft) as they are presented in the

annual report (for example, between the climate-related risks identified and strategic

response/metrics, between scenario analysis and climate-related risks identified). Further, we have

found that, while many companies provide extensive climate-related disclosures in the front half, their

conclusions as to why the issue is ‘not material’ for the financial statements could be made clearer. We

believe that the concept of ‘connected information’ needs to be emphasised throughout the S2

Exposure Draft – for example, with additional implementation guidance/illustrative examples to

identify how the connections between the assumptions underpinning the assessment of significant

climate-related financial risks and information and those for the general purpose financial reporting

should be disclosed or differences explained (or, more broadly, the interplay between the

climate-related risks and opportunities identified, and the metrics and targets to track progress).

Primary users – Please refer to our response to Question 8(a) in Appendix A for considerations on

‘potential’ investors as a primary user.

Question 2—Governance

Paragraphs 4 and 5 of the Exposure Draft propose that an entity be required to disclose information

that enables users of general purpose financial reporting to understand the governance processes,

controls and procedures used to monitor and manage climate related risks and opportunities. To

achieve this objective, the Exposure Draft proposes that an entity be required to disclose information

about the governance body or bodies (which can include a board, committee or equivalent body charged

with governance) with oversight of climate-related risks and opportunities, and a description of

management’s role regarding climate-related risks and opportunities.

The Exposure Draft’s proposed governance disclosure requirements are based on the recommendations
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of the TCFD, but the Exposure Draft proposes more detailed disclosure on some aspects of

climate-related governance and management in order to meet the information needs of users of general

purpose financial reporting. For example, the Exposure Draft proposes a requirement for preparers to

disclose how the governance body’s responsibilities for climate-related risks and opportunities are

reflected in the entity’s terms of reference, board mandates and other related policies. The related

TCFD’s recommendations are to: describe the board’s oversight of climate-related risks and

opportunities and management’s role in assessing and managing climate-related risks and

opportunities.

Paragraphs BC57–BC63 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft’s proposals.

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?

We believe that the proposed disclosure requirements meet the objective of providing information on

processes, controls and procedures used to monitor and manage climate-related risks and

opportunities.

However, by only focusing on this information, rather than the application of these processes and what

influence they have had on the strategic direction of the business, we are concerned that the

information might become boilerplate. Please refer to our response to Question 4 in Appendix A for our

recommendations to help reduce the risk of boilerplate disclosures about governance, and clarification

of the proposed disclosure requirement in paragraph 5(a) regarding disclosure of the identity of the

individual within a body responsible for oversight of climate-related risks and opportunities.

We are conscious that governance disclosures are already required in a number of regulatory regimes,

and therefore there is a risk of repetition and potential inconsistencies in disclosures. Further, there are

similar overlaps with other parts of the exposure draft, including strategy and risk management. We

acknowledge, and support, the recognition of this issue in paragraph 6 (to avoid unnecessary

duplication). Our UK member firm’s experience to date with TCFD reporting in the UK has shown that

there is often repetition and minimal linkage made between the various pillars (for example, between

scenario analysis, risk management and the strategic plans in place to manage them). As mentioned in

our response to Question 1 above, we encourage there to be more emphasis on the principle of

connectivity within the core content and the importance of avoiding repetition throughout the S2

Exposure Draft.

Question 3—Identification of climate-related risks and opportunities

Paragraph 9 of the Exposure Draft proposes that an entity be required to identify and disclose a

description of significant climate-related risks and opportunities and the time horizon over which each

could reasonably be expected to affect its business model, strategy and cash flows, its access to finance

and its cost of capital, over the short, medium or long term. In identifying the significant

climate-related risks and opportunities described in paragraph 9(a), an entity would be required to

refer to the disclosure topics defined in the industry disclosure requirements (Appendix B).

Paragraphs BC64–BC65 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft’s proposals.

(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
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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?

(a) We believe that the requirements to disclose a description of significant climate-related risks

and opportunities are clear. However, we believe that there are a number of areas that need to

be addressed to avoid the risk of voluminous, boilerplate, and potentially repetitive disclosures

of potential climate-related risks and opportunities.

Isolating climate-related risks and opportunities – we believe that there could be a

challenge in isolating the effects of climate-related risks and opportunities from other

sustainability-related risks and opportunities, as well as from broader business risks. For

example, the definition of ‘transition risks’ is broad, potentially encompassing a wide swath of

an entity’s strategy. There are also application issues related to the definition of transition

risks; it might be unclear, for example, if changes in law or regulation are related to climate

risks or if reduced customer demand is attributable to carbon concerns or general consumer

trends.

Assessing how an entity should disclose its strategic and risk management activities, where

climate is only one consideration (which would often be the case), would be especially

challenging in evaluating how such risks have affected an entity’s most recently reported

financial position, financial performance and cash flows. For example, should an identified

significant risk be disclosed as climate-related if climate is at all a consideration when

management monitors the risk, or should it only be disclosed as a climate-related risk if climate

is the predominant factor that management considers when monitoring the risk? We believe

that additional guidance is needed on how climate-related risks and opportunities should be

isolated from other sustainability-related risks and opportunities emerging from the

application of IFRS S1 (and broader business risks) and the implications for the other

disclosure requirements around strategy and governance.

This challenge is clearly not unique to climate-related risks and opportunities, given that many

sustainability-related risks identified will have overlapping characteristics that might relate to

other risks, such as biodiversity or water-scarcity. Please refer to our recommendation in the

cover letter on interoperability of the standards.

Definitions of ‘significant’ and ‘reasonably expects’ – we believe that additional

clarification is needed regarding the terms ‘significant’ and ‘reasonably expects’. Please refer to

our responses to Questions 1(a) and 17, respectively, in Appendix A for our recommendations.

(b) We 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. However, we do not think that the disclosure of these topics, or

metrics, should be required in order to be able to state compliance with the standard. Instead,

we recommend a focus on the climate-related risks and opportunities that management

assesses, monitors and manages. We would suggest that the ISSB should undertake a project to

refine the industry-based guidance and to conduct due process to ensure that the requirements

are robust and meet the objective of this exposure draft, and that this guidance should not be

mandatory at the outset of the standard. Please refer to our response to Question 11 below for

additional input on the industry-based metrics.

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

value chain

Paragraph 12 of the Exposure Draft proposes requiring disclosures that are designed to enable users of

general purpose financial reporting to understand the effects of significant climate-related risks and

opportunities on an entity’s business model, including in its value chain. The disclosure requirements
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seek to balance measurement challenges (for example, with respect to physical risks and the availability

of reliable, geographically-specific information) with the information necessary for users to understand

the effects of significant climate-related risks and opportunities in an entity’s value chain.

As a result, the Exposure Draft includes proposals for qualitative disclosure requirements about the

current and anticipated effects of significant climate-related risks and opportunities on an entity’s value

chain. The proposals would also require an entity to disclose where in an entity’s value chain significant

climate-related risks and opportunities are concentrated.

Paragraphs BC66–BC68 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft’s proposals.

(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?

(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?

(a) We support the consideration, and disclosure, of the effects of significant climate-related risks

and opportunities on an entity’s business model and value chain. However, the term ‘value

chain’ is open to interpretation, it might be seen as overwhelming in some business models,

and it is prone to exposing preparers to challenges around data availability and quality. Please

refer to our response to Question 4 in Appendix A for our recommendations on how the

concept of value chain might be considered by preparers and what additional implementation

guidance is required.

(b) We do not necessarily agree that the disclosure required about an entity’s concentration of

climate-related risks and opportunities should be limited to qualitative information. We

recommend disclosure of quantitative information (in addition to qualitative information) to

the extent possible (unless it cannot be done ‘without undue cost or effort’, to align with similar

terminology under IFRS). We believe that the requirement for quantitative disclosure could be

similar to that in paragraph 34 of IFRS 7 - Financial Instruments: Disclosures: for each

significant climate-related risk and opportunity, an entity should disclose summary

quantitative data about its exposure to that risk at the end of the reporting period. Consistent

with our recommendations to report ‘through the eyes of management’, this disclosure should

be based on the information provided internally to the CODM. The summary quantitative data

could include, for example, information consistent with the discussion around Scope 3

emissions or metrics that an entity reports related to transition risks, physical risks,

climate-related opportunities, or capital deployment pursuant to paragraph 21.

We also recognise that it might be challenging for many entities to report quantitative

information, given that they will be reliant on others for this information and might not have

existing systems in place to capture this information in a reliable manner. We would therefore

recommend that any quantitative information should be accompanied by a description of the

source and estimation uncertainty. This could be required using a data quality hierarchy, such

as the Partnership for Carbon Accounting Financials (PCAF) data quality scores, or a fair value

hierarchy, such as in IFRS 13. We believe that providing clear criteria for the type of data that

falls into each category will increase consistency and comparability between entities.

We believe that there needs to be a balance between the provision of useful information and the

disclosure of information that might put the reporting entity at a strategic disadvantage. Please

refer to the ‘Strategy’ heading in our response to Question 4(b) in Appendix A for our

recommendations.
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Question 5—Transition plans and carbon offsets

Disclosing an entity’s transition plan towards a lower-carbon economy is important for enabling users

of general purpose financial reporting to assess the entity’s current and planned responses to the

decarbonisation-related risks and opportunities that can reasonably be expected to affect its enterprise

value.

Paragraph 13 of the Exposure Draft proposes a range of disclosures about an entity’s transition plans.

The Exposure Draft proposes requiring disclosure of information to enable users of general purpose

financial reporting to understand the effects of climate related risks and opportunities on an entity’s

strategy and decision-making, including its transition plans. This includes information about how it

plans to achieve any climate-related targets that it has set (this includes information about the use of

carbon offsets); its plans and critical assumptions for legacy assets; and quantitative and qualitative

information about the progress of plans previously disclosed by the entity.

An entity’s reliance on carbon offsets, how the offsets it uses are generated, and the credibility and

integrity of the scheme from which the entity obtains the offsets have implications for the entity’s

enterprise value over the short, medium and long term. The Exposure Draft therefore includes

disclosure requirements about the use of carbon offsets in achieving an entity’s emissions targets. This

proposal reflects the need for users of general purpose financial reporting to understand an entity’s plan

for reducing emissions, the role played by carbon offsets and the quality of those offsets.

The Exposure Draft proposes that entities disclose information about the basis of the offsets’ carbon

removal (nature- or technology-based) and the third-party verification or certification scheme for the

offsets. Carbon offsets can be based on avoided emissions. Avoided emissions are the potential lower

future emissions of a product, service or project when compared to a situation where the product,

service or project did not exist, or when it is compared to a baseline. Avoided-emission approaches in

an entity’s climate-related strategy are complementary to, but fundamentally different from, the entity’s

emission-inventory accounting and emission-reduction transition targets. The Exposure Draft therefore

proposes to include a requirement for entities to disclose whether the carbon offset amount achieved is

through carbon removal or emission avoidance.

The Exposure Draft also proposes that an entity disclose any other significant factors necessary for

users of general purpose financial reporting to understand the credibility of the offsets used by the

entity such as information about assumptions of the permanence of the offsets.

Paragraphs BC71–BC85 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft’s proposals.

(a) Do you agree with the proposed disclosure requirements for transition plans? Why or why not?

(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.

(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?

(d) Do you think the proposed carbon offset requirements appropriately balance costs for preparers

with disclosure of information that 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

soundness or credibility of those carbon offsets? Why or why not? If not, what do you propose instead

and why?
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(a) and (b)

We generally agree with the proposed disclosures related to transition plans. We note that the proposed

disclosures would require information about current and anticipated changes to its business model,

including: “[...] strategies to manage carbon-energy- and water-intensive operations, and to

decommission carbon-energy- and water-intensive assets”. While climate change has a significant

impact on water, it is unclear why only water is specified in this example. Actions taken as part of an

entity’s transition plan towards a lower-carbon economy might contemplate or impact other significant

sustainability-related topics (such as biodiversity) or social factors as part of a ‘just transition’. We

therefore suggest making the reference broader to disclose how these actions taken might impact the

risks and opportunities related to other significant sustainability-related topics identified through

application of IFRS S1.

(c)

We generally agree that 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. However, this is a relatively new and underdeveloped

area, and we would encourage the ISSB to consider the following:

● An increasing number of entities are investing in projects that will offset emissions that do not

result in verified or certified carbon offsets. As currently defined in Appendix A to the S2

Exposure Draft, the resulting emissions reductions from these investments would not be

considered a carbon offset. We suggest providing additional guidance on how the impacts of

these types of projects should be considered against an established target.

● We recommend clarifying whether the emissions targets set and disclosed by an entity in

accordance with paragraph 23 can include the use of carbon offsets. We support requiring

disclosure on a gross basis (and additionally allowing an entity to disclose on a net basis), to

allow an investor to clearly distinguish between emissions reductions from a change in an

entity’s actions and emissions reductions from the purchase or self-generation of carbon

offsets.

● There is inconsistency in practice in how entities consider the credibility and integrity of offsets

(for example, how permanence is considered). We recommend providing additional guidance

or references to internationally recognised conventions, in order to provide some level of

consistency across disclosures. Furthermore, we suggest requiring disclosure of the source of

the carbon offset, as an additional potential indicator of the quality of the carbon offset.

● The proposed disclosures are unclear as to whether an entity is required to disclose carbon

offsets used in the current reporting period. We recommend that this should be clarified to

require current year emissions (on a gross basis) compared to self-generated or purchased

offsets retired during the period (expressed as metric tonnes of CO2 equivalent).

● Further guidance on how to determine whether emissions in a particular period can be

presented as offset. For example, do credits or offsets need to be purchased and retired in the

period or are commitments to purchase / retire sufficient? There is also a lack of guidance in

financial accounting on how to account for pollutant pricing mechanisms and carbon offsets.

We acknowledge that the IASB will consider a project on pollutant pricing mechanisms, but it

appears to have assigned it a low priority by indicating that this will only be completed before

the next Agenda Consultation if additional capacity becomes available. The ISSB should work

closely with the IASB on this project and should encourage the project to be addressed as a

matter of priority by the IASB, given the increasing relevance of such initiatives to investors

and the need for the ISSB and IASB to coordinate as part of the strategic vision/purpose of the

IFRS Foundation in forming the ISSB.

Question 6—Current and anticipated effects

The Exposure Draft proposes requirements for an entity to disclose information about the anticipated

future effects of significant climate-related risks and opportunities. The Exposure Draft proposes that, if

such information is provided quantitatively, it can be expressed as a single amount or as a range.

Disclosing a range enables an entity to communicate the significant variance of potential outcomes

associated with the monetised effect for an entity; whereas if the outcome is more certain, a single value
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may be more appropriate.

The TCFD’s 2021 status report identified the disclosure of anticipated financial effects of

climate-related risks and opportunities using the TCFD Recommendations as an area with little

disclosure. Challenges include: difficulties of organisational alignment, data, risk evaluation and the

attribution of effects in financial accounts; longer time horizons associated with climate-related risks

and opportunities compared with business horizons; and securing approval to disclose the results

publicly. Disclosing the financial effects of climate-related risks and opportunities is further

complicated when an entity provides specific information about the effects of climate-related risks and

opportunities on the entity. The financial effects could be due to a combination of other

sustainability-related risks and opportunities and not separable for the purposes of climate-related

disclosure (for example, if the value of an asset is considered to be at risk it may be difficult to

separately identify the effect of climate on the value of the asset in isolation from other risks).

Similar concerns were raised by members of the TRWG in the development of the climate-related

disclosure prototype following conversations with some preparers. The difficulty of providing

single-point estimates due to the level of uncertainty regarding both climate outcomes and the effect of

those outcomes on a particular entity was also highlighted. As a result, the proposals in the Exposure

Draft seek to balance these challenges with the provision of information for investors about how

climate-related issues affect an entity’s financial position and financial performance currently and over

the short, medium and long term by allowing anticipated monetary effects to be disclosed as a range or

a point estimate.

The Exposure Draft proposes that an entity be required to disclose the effects of significant

climate-related risks and opportunities on its financial position, financial performance and cash flows

for the reporting period, and the anticipated effects over the short, medium and long term—including

how climate-related risks and opportunities are included in the entity’s financial planning (paragraph

14). The requirements also seek to address potential measurement challenges by requiring disclosure of

quantitative information unless an entity is unable to provide the information quantitatively, in which

case it shall be provided qualitatively.

Paragraphs BC96–BC100 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft’s proposals.

(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?

(b) Do you agree with the proposed disclosure requirements for the financial effects of climate-related

risks and opportunities on an entity’s financial performance, financial position and cash flows for the

reporting period? If not, what would you suggest and why?

(c) Do you agree with the proposed disclosure requirements for the anticipated effects of

climate-related risks and opportunities on an entity’s financial position and financial performance over

the short, medium and long term? If not, what would you suggest and why?

(a) We support a requirement to disclose quantitative information on the current and anticipated

effects of climate-related risks and opportunities. However, we believe that clearer

explanations are required for the meaning of ‘anticipated effects’ (does it mean probable,

possible, likely?) and ‘unable to do so’. On the latter, we recommend aligning with existing

terminology in IFRS, such as ‘without undue cost or effort’, assuming that ‘unable to do so’ has

a similar intention to this term.

Furthermore, in addition to the requirement to disclose why an entity is unable to disclose

quantitative information (as required by para 14(e)), we recommend requiring additional

disclosure about the entity’s plan to be able to provide quantitative information in the future, to
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give investors insight into the actions that the entity intends to take to provide information

impactful to enterprise value, and by when.

(b) We support providing quantitative information of the financial effects of climate-related risks

and opportunities on an entity’s financial performance, financial position and cash flows for

the reporting period, because we recognise that this is important for a user of general purpose

financial reporting to assess the impact of the information on the enterprise value of a

company. We do not recommend the level of granularity required by the draft US SEC proposal

but, as the emphasis on the potential risks (and opportunities) of climate change continues to

grow in the front half narrative of annual reports, we believe that there is the potential for an

understanding gap to emerge in why a similar emphasis has, or has not, been provided in the

financial statements.

We therefore suggest that clearer emphasis is placed on the importance of ‘Connected

information’, as noted in our response to Question 1 above, and we recommend requiring

entities to consider and explain the consistency in underlying assumptions between climate

(and broader sustainability) related financial information disclosed and the financial

statements. We believe that there will be situations where it is not possible to use a consistent

estimate – for example, where financial reporting requires the use of fair values based on

market participant assumptions, and sustainability standards require a ‘best estimate’

approach. Where there are differences in the nature of estimates because of differences in

requirements under the relevant reporting framework, we recommend that disclosure should

be provided of the reasons for the difference(s). We also recommend that further

implementation guidance/illustrative examples would be useful to identify how the

connections between climate-related risks and information in the financial statements should

be considered and disclosed.

Further, we encourage the ISSB to work closely with the IASB, especially on the project cited in

the IASB’s Third Agenda Consultation. We are concerned that the proposals made by the IASB

staff at the April 2022 IASB meeting – to add a maintenance and consistent application project

on climate-related risks – will be viewed as insufficient, particularly given the developments at

the SEC and the commitment for the ISSB and IASB to work closely together. The benefits of

having the ISSB and IASB integrated into the IFRS Foundation might be eroded if it appears

that there is lack of coordination on such a critical project.

(c) We support the proposed disclosure requirements for the anticipated effects of climate-related

risks and opportunities on an entity’s financial position and financial performance over the

short, medium and long term. But, as noted under the ‘Strategy’ heading in our response to

Question 4(b) in Appendix A, we believe that further guidance is required in the determination

of what is meant by short, medium and long term.

Question 7—Climate resilience

The likelihood, magnitude and timing of climate-related risks and opportunities affecting an entity are

often complex and uncertain. As a result, users of general purpose financial reporting need to

understand the resilience of an entity’s strategy (including its business model) to climate change,

factoring in the associated uncertainties. Paragraph 15 of the Exposure Draft therefore includes

requirements related to an entity’s analysis of the resilience of its strategy to climate-related risks.

These requirements focus on:

• what the results of the analysis, such as impacts on the entity’s decisions and performance, should

enable users to understand; and

• whether the analysis has been conducted using:

• climate-related scenario analysis; or

• an alternative technique.
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Scenario analysis is becoming increasingly well established as a tool to help entities and investors

understand the potential effects of climate change on business models, strategies, financial

performance and financial position. The work of the TCFD showed that investors have sought to

understand the assumptions used in scenario analysis, and how an entity’s findings from the analysis

inform its strategy and risk management decisions and plans. The TCFD also found that investors want

to understand what the outcomes indicate about the resilience of the entity’s strategy, business model

and future cash flows to a range of future climate scenarios (including whether the entity has used a

scenario aligned with the latest international agreement on climate change). Corporate board

committees (notably audit and risk) are also increasingly requesting entity-specific climate-related risks

to be included in risk mapping with scenarios reflecting different climate outcomes and the severity of

their effects.

Although scenario analysis is a widely accepted process, its application to climate related matters in

business, particularly at an individual entity level, and its application across sectors is still evolving.

Some sectors, such as extractives and minerals processing, have used climate-related scenario analysis

for many years; others, such as consumer goods or technology and communications, are just beginning

to explore applying climate-related scenario analysis to their businesses.

Many entities use scenario analysis in risk management for other purposes. Where robust data and

practices have developed, entities thus have the analytical capacity to undertake scenario analysis.

However, at this time the application of climate-related scenario analysis for entities is still developing.

Preparers raised other challenges and concerns associated with climate-related scenario analysis,

including: the speculative nature of the information that scenario analysis generates, potential legal

liability associated with disclosure (or miscommunication) of such information, data availability and

disclosure of confidential information about an entity’s strategy. Nonetheless, by prompting the

consideration of a range of possible outcomes and explicitly incorporating multiple variables, scenario

analysis provides valuable information and perspectives as inputs to an entity’s strategic

decision-making and risk-management processes. Accordingly, information about an entity’s scenario

analysis of significant climate-related risks is important for users in assessing enterprise value.

The Exposure Draft proposes that an entity be required to use climate-related scenario analysis to

assess its climate resilience unless it is unable to do so. If an entity is unable to use climate-related

scenario analysis, it shall use an alternative method or technique to assess its climate resilience.

Requiring disclosure of information about climate-related scenario analysis as the only tool to assess an

entity’s climate resilience may be considered a challenging request from the perspective of a number of

preparers at this time—particularly in some sectors. Therefore, the proposed requirements are designed

to accommodate alternative approaches to resilience assessment, such as qualitative analysis,

single-point forecasts, sensitivity analysis and stress tests. This approach would provide preparers,

including smaller entities, with relief, recognising that formal scenario analysis and related disclosure

can be resource intensive, represents an iterative learning process, and may take multiple planning

cycles to achieve. The Exposure Draft proposes that when an entity uses an approach other than

scenario analysis, it disclose similar information to that generated by scenario analysis to provide

investors with the information they need to understand the approach used and the key underlying

assumptions and parameters associated with the approach and associated implications for the entity’s

resilience over the short, medium and long term.

It is, however, recommended that scenario analysis for significant climate-related risks (and

opportunities) should become the preferred option to meet the information needs of users to

understand the resilience of an entity’s strategy to significant climate related risks. As a result, the

Exposure Draft proposes that entities that are unable to conduct climate-related scenario analysis

provide an explanation of why this analysis was not conducted. Consideration was also given to whether

climate-related scenario analysis should be required by all entities with a later effective date than other

proposals in the Exposure Draft.
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Paragraphs BC86–BC95 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft’s proposals.

(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?

(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?

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

or why not?

(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?

(e) Do the proposed disclosure requirements appropriately balance the costs of applying the

requirements with the benefits of information on an entity’s strategic resilience to climate change? Why

or why not? If not, what do you recommend and why?

Methodology used to assess resilience

While we believe that scenario analysis is an integral part of assessing resilience, it is our experience,

with TCFD reporting to date, that performing and reporting on climate-related scenario analysis

remains one of the most challenging aspects of the framework to implement, disclose and assure.

We therefore believe that some type of analysis, whether that be climate-related scenario analysis or an

alternative method or technique (such as qualitative analysis, single-point forecasts, sensitivity analysis

and stress tests), is essential for an entity to assess its resilience to climate-related risks and

opportunities over the short, medium and long term.

As proposed, management would have the flexibility to disclose scenario analysis performed based on

the variables most impactful to its business or, alternatively, based on widely accepted scenarios, such

as those detailed in the Paris Agreement. Where scenario analysis is used, we agree that providing

details about the scenarios considered, as well as the significant parameters and assumptions, would be

helpful. Specifically, we believe that an understanding of which assumptions have the largest potential

impact on future strategy and results would be of interest to an investor analysing the future prospects

of the business.

We are concerned, however, that detailed quantitative information – even if framed as assumptions

and ranges – might imply a level of precision in an area of extreme uncertainty. We have observed that

scenario analysis is often qualitative, even among entities in advanced stages of environmental

disclosure. This position is consistent with the advice given in the 2020 TCFD publication, ‘Guidance

on Scenario Analysis for Non-Financial Companies’, in which entities are advised not to rush to

quantification. The report states:
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“Quantification should proceed in steps; for example, by starting with a qualitative analysis

followed by quantification of impacts through ‘orders of magnitude’ or directional

indications. More detailed quantitative approaches and models may be developed later once

these impacts are well understood and the necessary data has been obtained.”

We recommend eliminating the hierarchy which mandates climate-related scenario analysis over

alternative methods or techniques. The focus should be on how management is actually assessing

resilience, and it should provide flexibility in how the analysis of resilience is performed – whether

qualitative or quantitative. As processes mature over time and investors are more experienced at

evaluating the disclosures, more detailed quantitative approaches will emerge.

Connectivity

At present, the discussion on climate resilience in the S2 Exposure Draft feels distinct from the

determination, and disclosure, of the significant climate-related risks and opportunities. Given the

importance of scenario analysis and the central role it plays in determining an entity's resilience to

these risks and opportunities, we believe that more guidance should be provided on how the analysis

performed aligns with the core content of the standard and how it informs the assessment of risk

management or strategic response – for example, how the significant risks and opportunities (and their

financial effects), as well as the corresponding mitigating actions, were considered in how the analysis

was conducted, and the results of the analysis determined.

Further, we believe that clarification should be provided regarding how the resilience analysis proposed

under the climate standard interacts with, or differs from, existing analysis or scenario analysis that

might be required under other future thematic standards. Please refer to our recommendation in the

cover letter on interoperability of the standards.

Proposed disclosures and application guidance

To the extent that climate-related scenario analysis is used by an entity (or is mandated by this

standard):

● We support the requirement to disclose whether the entity has used, among its scenarios, a

scenario aligned with the latest international agreement on climate change and, if not, a

description of how the assumptions differ from that agreement. This will bring a level of

consistency and comparability to the analyses performed by companies.

● Further, we recommend requiring disclosure of how the scenarios used align with any

additional agreements entered into or commitments made by jurisdictions at a country level.

This requirement would be dependent on where an entity is registered or has significant

operations, and the scope of the target set by the corresponding jurisdiction. We believe that

this is relevant for users, since these commitments might have additional transition risks and

opportunities associated with them that should be considered when assessing resilience. This

information will also provide context for the user when assessing the processes that the entity

has put in place to address climate-related risks and opportunities.

● We recommend providing additional guidance on what should be considered when

determining the approach of the scenario analysis, including - the number of scenarios,

frequency of the analysis, and examples of acceptable methodologies around the types of

scenarios that should be considered (such as ‘reasonably possible scenarios’ or those provided

by the NGFS, IEA or IPCC). Where applicable, we suggest considering the type of guidance in

IFRS that sets parameters and provides application guidance for how scenarios should be

assessed (for example, in IFRS 9 when measuring expected credit losses). This implementation

guidance could equally apply when using an alternative method or technique in order to

provide a level of consistency and comparability across entities.

Question 8—Risk management

An objective of the Exposure Draft is to require an entity to provide information about its exposure to

climate-related risks and opportunities, to enable users of general purpose financial reporting to assess

the effects of climate-related risks and opportunities on the entity’s enterprise value. Such disclosures
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include information for users to understand the process, or processes, that an entity uses to identify,

assess and manage not only climate-related risks, but also climate-related opportunities.

Paragraphs 16 and 17 of the Exposure Draft would extend the remit of disclosures about risk

management beyond the TCFD Recommendations, which currently only focus on climate-related risks.

This proposal reflects both the view that risks and opportunities can relate to or result from the same

source of uncertainty, as well as the evolution of common practice in risk management, which

increasingly includes opportunities in processes for identification, assessment, prioritisation and

response.

Paragraphs BC101–BC104 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft’s proposals.

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?

Overall, we support the proposed disclosure requirements for the risk management processes, but we

highlight the following areas for further consideration:

● Unnecessary duplication

We support the emphasis in paragraph 18 to avoid unnecessary duplication. However, we

would encourage that emphasis to be applied to the whole standard, where applicable, and

between standards. For example, we believe that the ISSB should be clear about how the

disclosure requirements in the S2 Exposure Draft are driven by the assessment of risk in the S1

Exposure Draft, and that there is no need to duplicate disclosures that would otherwise be

required by the standard if it is covered by the general standard. Not only would this avoid

duplication, but it would also have the potential to ‘future proof’ IFRS S2 when other thematic

standards are introduced, to ensure that the consideration of all of the thematic standards, and

hence disclosures, are driven by the work done to comply with IFRS S1.

● Connectivity

While the S2 Exposure Draft references the need to avoid unnecessary duplication, we believe

that it should also emphasise the other principal characteristics of the S1 Exposure Draft,

including the importance of connectivity – both between the assessment of climate-related

risks and opportunities and existing risk management disclosures (for example, how to

consider transition risks and their interaction with broader strategic risks where climate is only

one consideration), and the other elements of the standard (for example, how the plans and

metrics and targets respond to the identified risks and opportunities).

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

The Exposure Draft proposes incorporating the TCFD’s concept of cross-industry metrics and metric

categories with the aim of improving the comparability of disclosures across reporting entities

regardless of industry. The proposals in the Exposure Draft would require an entity to disclose these

metrics and metric categories irrespective of its particular industry or sector (subject to materiality). In

proposing these requirements, the TCFD’s criteria were considered. These criteria were designed to

identify metrics and metric categories that are:

• indicative of basic aspects and drivers of climate-related risks and opportunities;

• useful for understanding how an entity is managing its climate-related risks and opportunities;

• widely requested by climate reporting frameworks, lenders, investors, insurance underwriters and

regional and national disclosure requirements; and

• important for estimating the financial effects of climate change on entities.

The Exposure Draft thus proposes seven cross-industry metric categories that all entities would be
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required to disclose: greenhouse gas (GHG) emissions on an absolute basis and on an intensity basis;

transition risks; physical risks; climate-related opportunities; capital deployment towards

climate-related risks and opportunities; internal carbon prices; and the percentage of executive

management remuneration that is linked to climate-related considerations. The Exposure Draft

proposes that the GHG Protocol be applied to measure GHG emissions.

The GHG Protocol allows varied approaches to be taken to determine which emissions an entity

includes in the calculation of Scope 1, 2 and 3—including for example, how the emissions of

unconsolidated entities such as associates are included. This means that the way in which information

is provided about an entity’s investments in other entities in their financial statements may not align

with how its GHG emissions are calculated. It also means that two entities with identical investments in

other entities could report different GHG emissions in relation to those investments by virtue of choices

made in applying the GHG Protocol.

To facilitate comparability despite the varied approaches allowed in the GHG Protocol, the Exposure

Draft proposes that an entity shall disclose:

• separately Scope 1 and Scope 2 emissions, for:

• the consolidated accounting group (the parent and its subsidiaries);

• the associates, joint ventures, unconsolidated subsidiaries or affiliates not included in the

consolidated accounting group

• the approach it used to include emissions for associates, joint ventures, unconsolidated subsidiaries or

affiliates not included in the consolidated accounting group (for example, the equity share or

operational control method in the GHG Protocol Corporate Standard).

The disclosure of Scope 3 GHG emissions involves a number of challenges, including those related to

data availability, use of estimates, calculation methodologies and other sources of uncertainty.

However, despite these challenges, the disclosure of GHG emissions, including Scope 3 emissions, is

becoming more common and the quality of the information provided across all sectors and jurisdictions

is improving. This development reflects an increasing recognition that Scope 3 emissions are an

important component of investment-risk analysis because, for most entities, they represent by far the

largest portion of an entity’s carbon footprint.

Entities in many industries face risks and opportunities related to activities that drive Scope 3

emissions both up and down the value chain. For example, they may need to address evolving and

increasingly stringent energy efficiency standards through product design (a transition risk) or seek to

capture growing demand for energy efficient products or seek to enable or incentivise upstream

emissions reduction (climate opportunities). In combination with industry metrics related to these

specific drivers of risk and opportunity, Scope 3 data can help users evaluate the extent to which an

entity is adapting to the transition to a lower-carbon economy. Thus, information about Scope 3 GHG

emissions enables entities and their investors to identify the most significant GHG reduction

opportunities across an entity’s entire value chain, informing strategic and operational decisions

regarding relevant inputs, activities and outputs.

For Scope 3 emissions, the Exposure Draft proposes that:

• an entity shall include upstream and downstream emissions in its measure of Scope 3 emissions;

• an entity shall disclose an explanation of the activities included within its measure of Scope 3

emissions, to enable users of general purpose financial reporting to understand which Scope 3

emissions have been included in, or excluded from, those reported;

• if the entity includes emissions information provided by entities in its value chain in its measure of

Scope 3 greenhouse gas emissions, it shall explain the basis for that measurement; and

• if the entity excludes those greenhouse gas emissions, it shall state the reason for omitting them, for

example, because it is unable to obtain a faithful measure.
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Aside from the GHG emissions category, the other cross-industry metric categories are defined broadly

in the Exposure Draft. However, the Exposure Draft includes non-mandatory Illustrative Guidance for

each cross-industry metric category to guide entities.

Paragraphs BC105–BC118 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft’s proposals.

(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?

(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.

(c) 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?

(d) 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))?

(e) 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?

(f) 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?

(a) and (b)

We agree with the seven proposed cross-industry metrics, and we do not have any suggestions for

additional metrics. However, we believe that there should be flexibility in determining which

cross-industry metrics should be reported, and whether other internal metrics might be more

appropriate, in light of the determination of significant climate-related risks and opportunities. For

example, does a reporting entity need to report all of the cross-industry metrics if certain ones are not

identified as a significant risk? Additionally, certain of the cross-industry metrics (such as internal

carbon prices or GHG intensity metrics) might not be used by an entity or might already be disclosed as

part of other core content disclosure requirements (including resilience analysis or targets).

The current wording appears to mandate the cross-industry metrics and contradict the overall objective

of the standard to require entities to disclose information on the significant climate-related risks and

opportunities to which they are exposed. We therefore believe that the ISSB should clarify the status of

the cross-industry metrics, and we encourage them to alter the wording to ensure that they are

considered, but not mandated.

(c)

While the Greenhouse Gas Protocol (GHG Protocol) is currently the most widely used framework for

greenhouse gas (GHG) emissions measurement, we recognise that a number of other frameworks are
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used globally. We believe that the development of a set of globally accepted standards for the

measurement of greenhouse gases, aligned with the financial reporting framework, must be the

ultimate goal, and we strongly encourage the ISSB to work with other regulators and ESG standard

setters to achieve this outcome.

In the meantime, we support the use of the GHG Protocol to calculate GHG emissions, and we support

permitting the use of other methodologies, recognising that methodologies related to the measurement

of GHG emissions are evolving. However, we are concerned that the use of a company-specific

framework, or one not widely accepted, would fail to achieve the ISSB’s objective to serve as a

comprehensive global baseline. As a result, we recommend that the ISSB should allow entities to use

methodologies other than the GHG Protocol, but it should require the use of a known framework that

meets specified minimum criteria; this could include those developed by specific industries. We believe

that the comparability and usefulness of company-specific data will be diminished without the

application of a generally accepted methodology.

Estimates and assumptions – regardless of the methodology chosen, there is often a wide range of

estimates and assumptions that are used to calculate GHG emissions that might inhibit comparability.

In our experience, data requires context. Only a few industries (such as power and utilities) regularly

incorporate continuous emissions monitoring systems in the calculation of direct (Scope 1) emissions.

Instead, emissions are typically based on indirect measures (that is, activity data multiplied by

emissions factors). Thus, the methodology, significant inputs, and significant assumptions used to

calculate GHG emissions will be important to provide context for users. We recommend that the

disclosure requirements should encourage transparency around what approach has been used, and we

recommend additional requirements to disclose the key inputs, sources of the key inputs, significant

estimates made and critical assumptions used when measuring an entity’s GHG emissions. This would

include information on emissions factors used, including the source(s) of those factors. Further,

although current practice in GHG emissions measurement is highly reliant on estimates, we believe

that the ISSB should advocate using company-specific data where possible (for example, relying on an

invoice rather than an estimate to determine electricity consumed in a specific facility). Please refer to

our response under (f) below for further recommendations on Scope 3 emissions disclosures.

A set of globally accepted standards aligned with financial reporting – we advocate the

development of a set of globally accepted standards for the measurement of greenhouse gases, which

we believe will benefit both preparers and investors and reduce diversity in practice. The GHG Protocol

is currently the most widely used framework for emissions measurement and we expect that most

companies will look to its guidance in preparing their emissions disclosures. We believe that the ISSB is

uniquely positioned to trigger improvements, and we recommend that it works with other regulators

and ESG standard setters to perform a full review of the GHG Protocol to align with the financial

reporting framework, including guidance on treatment of acquisitions, disposals, and non-controlling

interests and changes in estimates in reporting GHG emissions. This would also help to ensure that its

principles continue to keep pace with developments in GHG measurement.

Reporting boundaries

Consistent with our strong support for alignment with financial reporting, we believe that there should

be consistency in the organisational boundary of reporting GHG emissions with the basis for

presentation for the financial statements, and therefore consistency in terminology and policies used to

report between this standard and IFRS standards.

The definitions of organisational and operational boundaries outlined in the GHG Protocol were

designed to provide some level of standardisation to GHG reporting, with a dual benefit of providing

information for use by policymakers and architects of GHG programmes. However, these boundaries

might not align with the determination of which entities should be included in an entity’s consolidated

financial statements, which is based on a significant volume of generally accepted accounting principles

that has developed over decades of standard setting.

Investors understand the concept of consolidated financial statements, and they rely on the knowledge

that all information reported in an annual report is reported on the same basis, for the same group of
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entities. Aligned with our recommendation to have as much consistency as possible with other global

standard setters and with the financial statements, we encourage the use of financial control for entities

that are ‘controlled’ (as defined in IFRS) and an equity approach for associates and joint ventures when

reporting GHG emissions.

If use of operational control is permitted under the standard, we believe that additional application

guidance should be provided to assist entities in preparing this information, given that the guidance in

the GHG Protocol under this methodology is not aligned with the concepts in financial reporting. The

same concern would apply to different GHG emissions methodologies that allow entities to apply a

different organisational boundary as compared to the consolidated financial statements. For example:

● We recommend requiring disclosure of material impacts, if any, arising from application of

different organisational boundaries and any changes in the reporting boundary compared to

the prior period.

● We suggest requiring disclosure similar to an accounting policy footnote to explain the

assumptions used and basis of presentation for reporting.

● Given the evolution of financial reporting standards, certain concepts included in the GHG

Protocol are no longer relevant under many accounting frameworks (in particular, operating

leases). We suggest that the ISSB should provide guidance on how right-of-use assets should be

considered when reporting on GHG emissions, since the GHG Protocol is not clear in this

regard.

Formal oversight process

Further, as part of this effort, we recommend that key elements that support high-quality standards

should be more formally incorporated into the oversight of the GHG Protocol, such as establishing

formal due process, amending the GHG Protocol for current accounting standards and financial

reporting requirements, developing implementation guidance, and implementing an ongoing update

process.

(d)

We support the proposals that an entity should be required to provide an aggregation of all seven

greenhouse gases for Scope 1, Scope 2 and Scope 3 – expressed in CO2 equivalent. Additionally, we

suggest that an entity should disclose Scope 1, Scope 2 and Scope 3 emissions on a disaggregated basis

by constituent greenhouse gas (defined in the S2 Exposure Draft based on the Kyoto Protocol), where

material. Information about the type of greenhouse gases emitted by a company would be meaningful

information for investors, given the vastly differing levels of global warming potential among the

different gases. Disaggregated data might also aid investors in understanding an entity’s risk profile,

because different gases might be subject to varying regulations.

(e)

We support the proposed approach in the S2 Exposure Draft requiring entities to disclose Scope 1 and

Scope 2 emissions separately for the consolidated accounting group compared to other entities

included in those metrics. We suggest aligning the terminology used for those other entities with types

of investments or entities defined in IFRS (for example, ‘affiliates’ is not a defined term under IFRS) to

avoid confusion about what is meant to be disclosed. We note that, depending on the approach chosen

under the GHG Protocol, for example, entities might report zero Scope 1 and Scope 2 emissions for

associates and joint ventures, because they would be considered Scope 3 emissions. We believe that

such diversity in practice would be at odds with the objective of comparability. We would therefore

encourage additional guidance from the ISSB on the disclosure of Scope 1 and Scope 2 emissions for

those entities applying an approach that results in GHG emissions for associates and joint ventures

being included in Scope 3 emissions only (for example, following the requirements in paragraph

21(b)(ii) of IFRS 12, which requires disclosure of summarised information for joint ventures and

associates that are material to the entity).

(f)

We agree with the inclusion of absolute gross Scope 3 emissions as a cross-industry metric, because this

data might benefit investors trying to understand a company’s broader environmental footprint,
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particularly in circumstances where the registrant’s downstream or upstream activities are emissions

intensive. However, we recognise the challenges faced by entities in measuring these emissions, given

the reliance on third party information and the level of estimation typically required. With this in mind,

we recommend:

● Clarifying under what circumstances certain information might be omitted from an entity’s

Scope 3 disclosures. Paragraph 21(a)(vi)(4) indicates that an entity’s measure of Scope 3

emissions can exclude entities in the value chain if, for example, it is ‘unable to obtain a faithful

measure’. It is not clear under what circumstances this information could be omitted given that

much of the information included in Scope 3 emissions disclosures will be estimates and will

need to be obtained from third parties. We believe that an entity’s Scope 3 emissions

disclosures should be driven by an entity’s assessment of the significant climate-related risks

and where those risks exist. Clear principles should be established in the standard for

determining the categories of Scope 3 emissions that should be reported.

● Requiring disclosure of the source of the data, significant estimates and critical assumptions

used when measuring Scope 3 emissions. This could be required using a data quality hierarchy,

such as the Partnership for Carbon Accounting Financials (PCAF) data quality scores, or a fair

value hierarchy, such as in IFRS 13. We believe that providing clear criteria for the type of data

that falls into each category will increase consistency and comparability between entities.

● Required disclosures on how Scope 3 emissions have been included in, or excluded from, an

entity’s targets or transition plans.

Question 10—Targets

Paragraph 23 of the Exposure Draft proposes that an entity be required to disclose information about

its emission-reduction targets, including the objective of the target (for example, mitigation, adaptation

or conformance with sector or science-based initiatives), as well as information about how the entity’s

targets compare with those prescribed in the latest international agreement on climate change.

The ‘latest international agreement on climate change’ is defined as the latest agreement between

members of the United Nations Framework Convention on Climate Change (UNFCCC). The

agreements made under the UNFCCC set norms and targets for a reduction in greenhouse gases. At the

time of publication of the Exposure Draft, the latest such agreement is the Paris Agreement (April

2016); its signatories agreed to limit global warming to well below 2 degrees Celsius above

pre-industrial levels, and to pursue efforts to limit warming to 1.5 degrees Celsius above pre-industrial

levels. Until the Paris Agreement is replaced, the effect of the proposals in the Exposure Draft is that an

entity is required to reference the targets set out in the Paris Agreement when disclosing whether or to

what degree its own targets compare to the targets in the Paris Agreement.

Paragraphs BC119–BC122 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft’s proposals.

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

(b) Do you think the proposed definition of ‘latest international agreement on climate change’ is

sufficiently clear? If not, what would you suggest and why?

(a) We support the proposed disclosures for climate-related targets. However, there are two points

of clarification that we believe are needed:

● Beyond emissions

Many of the disclosure requirements appear to be specific to GHG emission-reduction

targets. Given that the requirement of paragraph 23 is to disclose ‘climate-related targets’,

which might be broader than GHG emission-reduction targets, we suggest clarifying this

and emphasising the linkage with paragraph 19, which is broadly applicable to any

climate-related target.
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● Gross versus net

We seek clarification as to whether GHG emission-reduction targets disclosed by an entity

should be presented gross or net of any carbon offsets that are intended to be used. We

recommend that targets should be disclosed on a gross basis (and additionally permit an

entity to disclose targets on a net basis).

(b) We support the requirement to disclose how the entity’s targets compare with those prescribed

in the latest international agreement on climate change. However, we would also recommend

requiring disclosure of how the targets align with any agreements entered into or commitments

made by jurisdictions at a country level. This requirement would be dependent on where an

entity is registered or has significant operations, and the scope of the target set by the

corresponding jurisdiction. We believe that this will provide comparability at a jurisdictional

level and is relevant for users, since these commitments might have additional transition risks

and opportunities associated with them that should be considered when assessing resilience.

Further, this information will provide context for the user when assessing the processes that

the entity has put in place to address climate-related risks and opportunities.

Question 11—Industry-based requirements

The Exposure Draft proposes industry-based disclosure requirements in Appendix B that address

significant sustainability-related risks and opportunities related to climate change. Because the

requirements are industry-based, only a subset will apply to a particular entity. The requirements have

been derived from the SASB Standards. This is consistent with the responses to the Trustees’ 2020

consultation on sustainability that recommended that the ISSB build upon existing sustainability

standards and frameworks. This approach is also consistent with the TRWG's climate-related disclosure

prototype.

The proposed industry-based disclosure requirements are largely unchanged from the equivalent

requirements in the SASB Standards. However, the requirements included in the Exposure Draft

include some targeted amendments relative to the existing SASB Standards. The proposed

enhancements have been developed since the publication of the TRWG's climate-related disclosure

prototype.

The first set of proposed changes address the international applicability of a subset of metrics that cited

jurisdiction-specific regulations or standards. In this case, the Exposure Draft proposes amendments

(relative to the SASB Standards) to include references to international standards and definitions or,

where appropriate, jurisdictional equivalents.

Paragraphs BC130–BC148 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft’s proposals to improve the international applicability of the industry-based requirements.

(a) Do you agree with the approach taken to revising the SASB Standards to improve the international

applicability, including that it will enable entities to apply the requirements regardless of jurisdiction

without reducing the clarity of the guidance or substantively altering its meaning? If not, what

alternative approach would you suggest and why?

(b) Do you agree with the proposed amendments that are intended to improve the international

applicability of a subset of industry disclosure requirements? If not, why not?

(c) Do you agree that the proposed amendments will enable an entity that has used the relevant SASB

Standards in prior periods to continue to provide information consistent with the equivalent disclosures

in prior periods? If not, why not?

The second set of proposed changes relative to existing SASB Standards address emerging consensus on

the measurement and disclosure of financed or facilitated emissions in the financial sector. To address

this, the Exposure Draft proposes adding disclosure topics and associated metrics in four industries:

50



commercial banks, investment banks, insurance and asset management. The proposed requirements

relate to the lending, underwriting and/or investment activities that finance or facilitate emissions. The

proposal builds on the GHG Protocol Corporate Value Chain (Scope 3) Standard which includes

guidance on calculating indirect emissions resulting from Category 15 (investments).

Paragraphs BC149–BC172 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft’s proposals for financed or facilitated emissions.

(d) Do you agree with the proposed industry-based disclosure requirements for financed and facilitated

emissions, or would the cross-industry requirement to disclose Scope 3 emissions (which includes

Category 15: Investments) facilitate adequate disclosure? Why or why not?

(e) Do you agree with the industries classified as ‘carbon-related’ in the proposals for commercial banks

and insurance entities? Why or why not? Are there other industries you would include in this

classification? If so, why?

(f) Do you agree with the proposed requirement to disclose both absolute- and intensity-based financed

emissions? Why or why not?

(g) Do you agree with the proposals to require disclosure of the methodology used to calculate financed

emissions? If not, what would you suggest and why?

(h) Do you agree that an entity be required to use the GHG Protocol Corporate Value Chain (Scope 3)

Accounting and Reporting Standard to provide the proposed disclosures on financed emissions without

the ISSB prescribing a more specific methodology (such as that of the Partnership for Carbon

Accounting Financials (PCAF) Global GHG Accounting & Reporting Standard for the Financial

Industry)? If you don’t agree, what methodology would you suggest and why?

(i) In the proposal for entities in the asset management and custody activities industry, does the

disclosure of financed emissions associated with total assets under management provide useful

information for the assessment of the entity's indirect transition risk exposure? Why or why not?

Overall, the proposed industry-based approach acknowledges that climate-related risks and

opportunities tend to manifest differently in relation to an entity’s business model, the underlying

economic activities in which it is engaged and the natural resources upon which its business depends or

which its activities affect. This affects the assessment of enterprise value. The Exposure Draft thus

incorporates industry-based requirements derived from the SASB Standards.

The SASB Standards were developed by an independent standard-setting board through a rigorous and

open due process over nearly 10 years with the aim of enabling entities to communicate sustainability

information relevant to assessments of enterprise value to investors in a cost-effective manner. The

outcomes of that process identify and define the sustainability-related risks and opportunities

(disclosure topics) most likely to have a significant effect on the enterprise value of an entity in a given

industry. Further, they set out standardised measures to help investors assess an entity’s performance

on the topic.

Paragraphs BC123–BC129 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft’s proposals related to the industry-based disclosure requirements.

While the industry-based requirements in Appendix B are an integral part of the Exposure Draft,

forming part of its requirements, it is noted that the requirements can also inform the fulfilment of

other requirements in the Exposure Draft, such as the identification of significant climate-related risks

and opportunities (see paragraphs BC49–BC52).

(j) Do you agree with the proposed industry-based requirements? Why or why not? If not, what do you

suggest and why?
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(k) Are there any additional industry-based requirements that address climate related risks and

opportunities that are necessary to enable users of general purpose financial reporting to assess

enterprise value (or are some proposed that are not)? If so, please describe those disclosures and

explain why they are or are not necessary.

(l) In noting that the industry classifications are used to establish the applicability of the industry-based

disclosure requirements, do you have any comments or suggestions on the industry descriptions that

define the activities to which the requirements will apply? Why or why not? If not, what do you suggest

and why?

Although we recognise the importance of industry guidance, we think that the priority should be a focus

on cross-industry metrics in order to establish a high-quality global baseline. Accordingly, we

recommend that the industry guidance is removed as mandatory and referred to as only voluntary

guidance when the standard is published. We believe that the current level of granularity in industry

classification is excessive and there are unnecessary inconsistencies across industries. Furthermore,

many companies that represent conglomerates across various industries will find it difficult to apply

the industry guidance. We also note that not all of the SASB industry guidance incorporates climate

disclosures. This would imply that no industry-specific climate disclosures are relevant for certain

industries, which we question. We recommend that the ISSB should undertake a project to consolidate

and simplify the industry guidance. The focus should be on principles rather than a list of metrics, to

the extent possible, although we recognise that there does need to be a balance between principles and

rules in some areas to ensure comparability. Further, this would increase the initial focus of the

standards on the cross-industry metrics, which we suggest that the ISSB should emphasise as a higher

priority for a global baseline, providing comparability across all industries versus highly specific

industry metrics.

Consistent with the ‘Metrics and targets’ section of our response to Question 4 in Appendix A, we

believe that the language in paragraphs 10, 20 and 24 of the S2 Exposure Draft (“”an entity shall refer

to the disclosure topics defined in the industry disclosure requirements (Appendix B)”, “an entity shall

disclose industry-based metrics (as set out in Appendix B)” and “an entity shall refer to and consider

the applicability of industry-based metrics…including those defined in Appendix B”, respectively)

should be clarified to reflect that application of the industry-based guidance in Appendix B is

considered good practice, but not mandatory.

As a result of our recommendation to further develop the industry-based guidance, we have not

performed a detailed review of Appendix B, including the new proposed guidance for the commercial

banks, investment banks, insurance and asset management industries.

Question 12—Costs, benefits and likely effects

Paragraphs BC46–BC48 of the Basis for Conclusions set out the commitment to ensure that

implementing the Exposure Draft proposals appropriately balances costs and benefits.

(a) Do you have any comments on the likely benefits of implementing the proposals and the likely costs

of implementing them that the ISSB should consider in analysing the likely effects of these proposals?

(b) Do you have any comments on the costs of ongoing application of the proposals that the ISSB

should consider?

(c) Are there any disclosure requirements included in the Exposure Draft for which the benefits would

not outweigh the costs associated with preparing that information? Why or why not?

Please refer to our response to Question 16 in Appendix A.
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Question 13—Verifiability and enforceability

Paragraphs C21–24 of [draft] IFRS S1 General Requirements for Disclosure of Sustainability related

Financial Information describes verifiability as one of the enhancing qualitative characteristics of

sustainability-related financial information. Verifiability helps give investors and creditors confidence

that information is complete, neutral and accurate. Verifiable information is more useful to investors

and creditors than information that is not verifiable.

Information is verifiable if it is possible to corroborate either the information itself or the inputs used to

derive it. Verifiability means that various knowledgeable and independent observers could reach

consensus, although not necessarily complete agreement, that a particular depiction is a faithful

representation.

Are there any disclosure requirements proposed in the Exposure Draft that would present particular

challenges to verify or to enforce (or that cannot be verified or enforced) by auditors and regulators? If

you have identified any disclosure requirements that present challenges, please provide your reasoning.

We recognise the growing demand for more transparent, consistent and globally comparable

sustainability information. We support the direction that the ISSB is taking, including recognition that

assurance has a critical role in building trust in that information.

There are inherent challenges in verifying and assuring sustainability information, including the

requirements in the exposure drafts, which cannot be addressed through a reporting standard alone.

We believe that an additional requirement for entities to disclose information about the underlying

judgements and assumptions used when assessing materiality would help the user to understand the

decisions made by the entity in presenting the information, and it would also support assurance

verification of the information disclosed by the entity. In addition, the clarification of a number of

terms used in the exposure drafts (see our response to Question 1 above) would also aid user

understanding and support verifiability.

However, looking beyond verifiability and in order to meet investor and other stakeholder expectations,

reasonable assurance over the entirety of the entity’s climate-related disclosures, taken as a whole,

must be the ultimate ambition. The ability to provide such an opinion will require a collaborative effort

between accounting and assurance standard setters, preparers and practitioners, to establish the

framework, standards, guidance and reporting necessary to deliver on this ambition. We encourage the

ISSB to work with the International Auditing and Assurance Standards Board (IAASB) and other key

stakeholders to establish a forum to help address this issue.

Set out below are examples of what we believe is needed as part of this journey:

Terminology

We believe that clarification is needed in relation to the terminology used. We recognise that the term

‘verifiability’ (as included in paras C21–C24 of IFRS S1) is focused on whether it is possible to

corroborate either the information itself or the inputs used to derive it. However, assurability is a

broader concept addressing whether what is reported is reasonable, including that it is complete,

reliable, unbiased, appropriately presented and meets other attributes necessary to give a true and fair

view. This includes taking into account all evidence obtained, whether corroborative or contradictory to

assertions made by management.

We recommend that, when referencing the role of auditors or assurance practitioners within the

standards, the terms ‘assure’ and ‘assurability’ are used rather than ‘verify’ and ‘verifiability’.
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A system of internal control

Underlying an entity’s ability to provide a true and fair depiction of its financial position and results of

operations in its financial statements is a system of internal control that is designed to ensure

completeness, accuracy and reliability of the reported information. It will be an evolutionary process

for many entities to design and implement similar systems of internal control over their reported

climate-related information and disclosures. If it is the ISSB’s intention that an entity should be able to

report a true and fair depiction of its climate information, as a whole, in accordance with the

requirements of the ISSB standards, we recommend that the ISSB should highlight, as part of the

governance pillar, the importance of a robust system of internal control over climate-related

information including robust oversight by those charged with governance. We then recommend that

the ISSB should encourage other appropriate bodies (for example regulators) to determine the shape or

form that the internal control framework might take.

Assurability of reported information

There are a number of aspects of the proposed disclosure requirements where, in our view, further

clarity is necessary to help drive consistent and comparable reporting, making it more understandable

for the user and capable of assurance. These include: the clarification on whether an entity is required

to disclose the output of a process, the process itself, or both; clear, objective definitions (criteria) for

subjective concepts, so that they become objectively understandable; and additional guidance on how

the information required to be disclosed should be prepared (for example, how significant risks and

opportunities should be identified).

We would be happy to engage in further dialogue with you to provide further details with regard to the

short- and long-term opportunities and challenges.

Question 14—Effective date

Because the Exposure Draft is building upon sustainability-related and integrated reporting

frameworks used by some entities, some may be able to apply a retrospective approach to provide

comparative information in the first year of application. However, it is acknowledged that entities will

vary in their ability to use a retrospective approach.

Acknowledging this situation and to facilitate timely application of the proposals in the Exposure Draft,

it is proposed that an entity is not required to disclose comparative information in the first period of

application.

[Draft] IFRS S1 General Requirements for Disclosure of Sustainability-related Financial Information

requires entities to disclose all material information about sustainability related risks and

opportunities. It is intended that [draft] IFRS S1 General Requirements for Disclosure of

Sustainability-related Financial Information be applied in conjunction with the Exposure Draft. This

could pose challenges for preparers, given that the Exposure Draft proposes disclosure requirements for

climate-related risks and opportunities, which are a subset of those sustainability-related risks and

opportunities. Therefore, the requirements included in [draft] IFRS S1 General Requirements for

Disclosure of Sustainability related Financial Information could take longer to implement.

Paragraphs BC190–BC194 of the Basis for Conclusions describe the reasoning behind the Exposure

Draft's proposals.

(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?

(b) When the ISSB sets the effective date, how long does this need to be after a final Standard is issued?
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Please explain the reason for your answer including specific information about the preparation that will

be required by entities applying the proposals in the Exposure Draft.

(c) Do you think that entities could apply any of the disclosure requirements included in the Exposure

Draft earlier than others? (For example, could disclosure requirements related to governance be applied

earlier than those related to the resilience of an entity’s strategy?) If so, which requirements could be

applied earlier and do you believe that some requirements in the Exposure Draft should be required to

be applied earlier than others?

(a) Given that the processes followed in IFRS S1 will determine whether climate change is

considered a significant risk (or opportunity) – and hence IFRS S2 should be applied – there is

undoubtedly an argument for IFRS S1 to have an earlier effective date. However, given the

dynamic nature of this agenda and the speed with which the US SEC and the European Union

(EU) with the Corporate Sustainability Reporting Directive are moving, we believe that it is

imperative that the ISSB standards should be through due process and available for adoption

by local jurisdictions on the same timeline as (or potentially earlier than) these other initiatives

if they are to act as a global baseline. This would allow time for regulators to adopt the ISSB

standards (or for companies to voluntarily report under the ISSB standards) and build on the

required disclosures to comply with incremental requirements under other jurisdictional

frameworks.

(b) We acknowledge that local jurisdictions will need to determine whether and when they will

require adoption of the IFRS Sustainability Disclosure Standards. A PwC UK review of the first

50 companies to report under the UK’s new mandatory TCFD disclosures found that 50% of

those companies believe they have more work to do on their disclosures in future periods,
1

not

least in the areas of scenario analysis, transition plans and Scope 3 emissions. Indeed, the

TCFD itself in its Status Reports encourages entities to apply some disclosure requirements

earlier than others in a phased approach, as highlighted in its illustrative implementation plan.

That said, we believe that local regulators are best positioned to understand the extent to which

entities in their jurisdiction might be progressing in their assessment of climate-related risks

and opportunities, and hence determine when the effective date of the final standards should

be and how they should be adopted. We are encouraged by the ISSB’s formation of a working

group of jurisdictional representatives, and we recommend that the group should take account

of the TCFD illustrative implementation plan when considering the approach to the adoption of

the standard. We are hopeful that this working group will provide a useful basis for

understanding and sharing local practices and progress, and that it will result in a considered

and measured adoption of IFRS S2, possibly through the ability to adopt with certain

exceptions in the local jurisdiction, with the aim of full compliance after a reasonably short

transition period.

Additionally, we recommend inclusion of a first-time adoption paragraph/section within the

final standards, rather than solely an appendix on effective date. This appendix should provide

ongoing guidance in terms of the first-time adoption considerations that entities need to be

aware of and to take into account when preparing to report for the first time under these

standards. The language could be adapted from paragraphs 2 and 3 of IFRS 1, as appropriate to

sustainability standards.

To the extent that further exemptions/exceptions are provided for transition at future dates, a

separate first-time adoption standard should be developed, rather than providing specific relief

throughout thematic standards.

(c) There is no doubt that certain elements of the S2 Exposure Draft – including strong

governance and robust risk management – should be in place before strategic plans are

established and metrics identified, and certain requirements are less complex to implement

1
’The green shoots of TCFD reporting’, PwC, June 2022
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than others. However, we believe that entities should be required to make an explicit and

unreserved statement of compliance to assert that they are complying with all aspects of the

ISSB standards. As noted above, local regulators will then need to determine whether to permit

a phased approach to their adoption.

Question 15—Digital reporting

The ISSB plans to prioritise enabling digital consumption of sustainability-related financial information

prepared in accordance with IFRS Sustainability Disclosure Standards from the outset of its work. The

primary benefit of digital consumption of sustainability-related financial information, as compared to

paper-based consumption, is improved accessibility, enabling easier extraction and comparison of

information. To facilitate digital consumption of information provided in accordance with IFRS

Sustainability Disclosure Standards, an IFRS Sustainability Disclosures Taxonomy is being developed

by the IFRS Foundation. The Exposure Draft and [draft] IFRS S1 General Requirements for Disclosure

of Sustainability-related Financial Information Standards are the sources for the Taxonomy.

It is intended that a staff draft of the Taxonomy will be published shortly after the release of the

Exposure Draft, accompanied by a staff paper which will include an overview of the essential proposals

for the Taxonomy. At a later date, an Exposure Draft of Taxonomy proposals is planned to be published

by the ISSB for public consultation.

Do you have any comments or suggestions relating to the drafting of the Exposure Draft that would

facilitate the development of a Taxonomy and digital reporting (for example, any particular disclosure

requirements that could be difficult to tag digitally)?

Please refer to our response to Question 15 in Appendix A.

Question 16—Global baseline

IFRS Sustainability Disclosure Standards are intended to meet the needs of the users of general

purpose financial reporting to enable them to make assessments of enterprise value, providing a

comprehensive global baseline for the assessment of enterprise value. Other stakeholders are also

interested in the effects of climate change. Those needs may be met by requirements set by others

including regulators and jurisdictions. The ISSB intends that such requirements by others could build

on the comprehensive global baseline established by the IFRS Sustainability Disclosure Standards.

Are there any particular aspects of the proposals in the Exposure Draft that you believe would limit the

ability of IFRS Sustainability Disclosure Standards to be used in this manner? If so, what aspects and

why? What would you suggest instead and why?

We are not aware of any aspects that would prevent the ISSB standards from being used as a global

baseline. We believe that, ultimately, there should be as much global alignment with respect to

reporting requirements as possible. Such global alignment will provide investors with comparable

reporting wherever in the world it is issued. It is also necessary to achieve a high-quality global baseline

of relevant information for investors. We have identified critical areas where we think that alignment is

important, while acknowledging that jurisdictional standard setters might wish to provide for

additional disclosures.

Please refer to the cover letter for the global alignment areas that we believe have the highest priority.

56


