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Memorandum 
    CLIMATE-RELATED  

FINANCIAL DISCLOSURE FRAMEWORK 
July 27, 2023 

To: Members of the Board 

From: Robin M. Gilliam, Assistant Director 

Thru:      Monica R. Valentine, Executive Director 

Subject: IFRS S2 – Climate Related Disclosures and IPSASB Update (Topic A) 

INTRODUCTION  

Staff will present an analysis to recommend that the Board consider the International 
Sustainability Standards Board (ISSB) – International Financial Reporting Standards 
(IFRS) S2 – Climate Related Disclosures (IFRS S2) as a model to begin developing a 
federal climate-related financial disclosure framework.  

To provide the Board more information on how another public sector standard-setter is 
adapting IFRS S2 for financial reporting, staff invited two panelists from the International 
Public Sector Accounting Standards Board (IPSASB) to share information on IPSASB’s 
progress in establishing international accounting standards for climate-related matters 
and the reasons IPSASB chose IFRS S2 as their model. 

REQUEST FOR FEEDBACK BY August 8, 2023  

Prior to the Board’s August meeting, please review the attached staff analysis and 
respond to the question by August 8, 2023.  

Please submit your response to Robin Gilliam at gilliamr@fasab.gov with a cc to 
Monica Valentine at valentinem@fasab.gov. 
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NEXT STEPS 

Begin drafting a climate-related financial disclosure framework with the assistance of 
the climate task force. 

ATTACHMENTS  

1. Staff Analysis

2. IFRS S2– IFRS Sustainability Disclosure Standard: Climate-related Disclosures

3. IPSASB Climate-Related Disclosures Project Brief And Outline - June 2023
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Staff Analysis 
  CLIMATE-RELATED  

FINANCIAL DISCLOSURE FRAMEWORK 
 July 27, 2023 

                             Topic A - Attachment 1  
 
Context  

The objective of the climate-related financial reporting project is to develop a climate-
related financial disclosure framework (the framework) for federal reporting. Staff 
presented education sessions from December 2022 – June 2023 as part of the project’s 
research phase. This staff analysis will provide an overview the project’s history, state 
staff’s recommendation, and present an analysis of the recommendation. 
Project History 

The following project history provides an overview of the research presented to the Board 
on the Task Force on Climate-Related Financial Disclosures (TCFD) recommendations, 
as well as project-related milestones and other important dates.  

On May 21, 2021, the White House published Presidential Executive Order 14030 – 
Climate Related Financial Risk. The following three sections are relevant to this project.  
 

1. Section 1. Policy, the federal government began to use TCFD terminology when 
it discussed “physical risks” and “transition risks”  
 

“Physical risks” and “transition risks” are the prominent risks referenced in TCFD. 
 

2. Sec. 2. – Climate-Related Financial Risk Strategy  
 

(a) …the measurement, assessment, mitigation, and disclosure of climate-related 
financial risk to Federal Government programs, assets, and liabilities in order to 
increase the long-term stability of Federal operations 

 
The federal government begins to address the effect of climate-related financial risks on 
the asset and liability valuations. 
 

3. Sec. 5. – Federal Lending, Underwriting, and Procurement  
 
(a)… approaches related to the integration of climate-related financial risk into 
Federal financial management and financial reporting, especially as that risk 
relates to Federal lending programs. The recommendations should evaluate 
options to enhance accounting standards for Federal financial reporting where 
appropriate and should identify any opportunities to further encourage market 
adoption of such standards. 

 
The federal government recognizes that accounting standards and federal financial 
reporting should be updated to properly reflect climate-related financial risk. 
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At the August 2021 meeting, the Board approved climate-related financial reporting as 
an active project and moved it to the technical agenda. During that meeting, the Board 
agreed to first develop staff guidance on existing standards that may be relevant to 
climate-related financial reporting, then to develop a climate-related financial disclosure 
framework. Staff reviewed the TCFD recommendations with the Board, as a potential 
model for the federal climate-related financial disclosure framework. Members agreed 
the framework should consider TCFD, but not be limited to the TCFD recommendations. 
 
On May 17, 2022, FASAB published Statements of Federal Financial Accounting 
Standards That May Be Relevant to Climate-Related Financial Reporting. 

 
At the June 2022 meeting, the project entered the research phase in preparation for 
developing the climate-related financial disclosure framework. Members agreed to 
analyze the TCFD model as a starting point for developing the federal framework, with 
the understanding that TCFD was developed for commercial organizations to help 
investors understand financial risk from climate changes and that the model will need to 
be adapted for the federal environment.  

From July 2022 – November 2022, staff activated a 60+ member climate task force in 
preparation for presenting research to the Board on the use of TCFD around the world. 

Staff requested a data call from the task force agencies on how climate-related 
Presidential Executive Orders (EO) reporting was being implemented and what type of 
climate-related information was being included in their financial reports. Research was 
also done on which governments around the world were using TCFD. 

At the December 2022 meeting, members learned about those Canadian cities 
implementing the TCFD reporting model. The presenters also discussed how materiality 
and stakeholder relevance helped the entities determine the scope of climate reporting.  
 
At the February 2023 meeting, members learned that the Securities and Exchange 
Commission (SEC) proposal for climate-related disclosures is based on the four TCFD 
pillars: governance, strategy, risk management, and metrics and targets. The SEC is 
proposing climate-related disclosures in a separate section to improve comparability 
and accessibility of information that investors can identify and analyze. 
 
At the April 2023 meeting, members learned that agencies are implementing many of 
the climate-related Presidential EO and reporting required information on 
sustainability.gov, such as annual Progress on Climate Resilience Goals. Staff noted 
that, based on OMB A-136 recommendations, some agencies were including a 
discussion on the four TCFD pillars as Other Information in their FY 2022 financial 
reports.  
At the June 2023 meeting, members heard from two guest presenters on  

• GAO’s recently published High-Risk List that focuses on how individual federal 
agencies can address climate risk. GAO created the Disaster Resilience 
Framework to focus on reducing the federal fiscal exposure to climate change. 
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GAO has also been applying the Disaster Resilience Framework to learn how 
federal programs work, where the access points are to manage climate-change 
risk, and what options programs have to reduce fiscal exposure to climate 
change.  

• The U.S. Global Change Research Program’s (USGCRP) current work on the fifth 
National Climate Assessment (NCA5). NCA5 includes two climate science 
chapters that look broadly at adaptation and mitigation to summarize the current 
state of knowledge for the United States, and a new economics chapter that 
discusses the effects on markets, budgets, and economic opportunities.  

 

Staff Recommendation  

Staff recommends that the Board consider IFRS S2 – Climate-related Disclosures (IFRS S2) 
(see Attachment 2) as a model to begin developing the federal climate-related financial 
disclosure framework. Although IFRS S2 standards are for commercial organizations, staff 
will consider appropriate changes to the IFRS S2 model to reflect federal reporting 
differences. Staff plans to work closely with small working groups of subject matter experts 
from the climate task force to assess how IFRS S2 can be adapted into the federal reporting 
model. 

Staff Analysis  

Below staff has listed five factors the Board should consider when assessing whether IFRS 
S2 is the appropriate model to begin developing the federal climate-related financial 
disclosure framework. 

1. IFRS incorporates all TCFD requirements into its S2 standards.  

During the June 2022 meeting, members agreed to analyze the TCFD model as a starting 
point for developing the federal framework. Since that time, staff has provided education 
sessions where members learned that 

a. the federal government began using TCFD terminology in 2021, when 
Executive Order 14030 – Climate Related Financial Risk, included a policy 
about “physical risks” and “transition risks” in section 1;   

b. other governments, such as a number of Canadian cities, are adapting TCFD 
for financial reporting;  

c. SEC based its climate-related disclosure proposal on TCFD recommendations; 
and 

d. Based on the OMB A-136 recommendations, some federal entities 
included a discussion on climate-related events in their FY 2022 financial 
reports as Other Information based on the four TCFD pillars. 
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In June 2023, the ISSB published IFRS S2 – Climate-related Disclosures. IFRS S2 standards 
have integrated the four core TCFD recommendations: governance, strategy, risk 
management, and metrics and targets, and the 11 recommended disclosures. 

Staff believes that IFRS S2, which has incorporated all TCFD recommendations, will provide 
an excellent model to begin assessing information that potentially could be included in the 
federal reporting model to disclose federal climate-related risks and opportunities.  
 

2. IFRS includes authoritative defined terms1 as a part of IFRS S2. The following 
are a few of those defined terms.  

climate resilience: The capacity of an entity to adjust to climate-related changes, 
developments, or uncertainties. Climate resilience involves the capacity to manage 
climate-related risks and benefit from climate-related opportunities, including the ability 
to respond and adapt to climate-related transition risks and climate-related physical 
risks. An entity’s climate resilience includes both its strategic resilience and its 
operational resilience to climate-related changes, developments and uncertainties. 

Climate-related physical risks: Risks resulting from climate change that can be event-
driven (acute physical risk) or from longer-term shifts in climatic patterns (chronic 
physical risk). Acute physical risks arise from weather-related events such as storms, 
floods, drought or heatwaves, which are increasing in severity and frequency. Chronic 
physical risks arise from longer-term shifts in climatic patterns including changes in 
precipitation and temperature which could lead to sea level rise, reduced water 
availability, biodiversity loss and changes in soil productivity. 

These risks could carry financial implications for an entity, such as costs resulting from 
direct damage to assets or indirect effects of supply-chain disruption. The entity's 
financial performance could also be affected by changes in water availability, sourcing 
and quality; and extreme temperature changes affecting the entity's premises, 
operations, supply chains, transportation needs and employee health and safety. 

climate-related risks and opportunities: Climate-related risks refers to the potential 
negative effects of climate change on an entity. These risks are categorised as 
climate-related physical risks and climate-related transition risks. 

Climate-related opportunities refers to the potential positive effects arising from 
climate change for an entity. Efforts to mitigate and adapt to climate change can 
produce climate-related opportunities for an entity. 

Throughout this project’s research phase, members noted the importance of having defined 
climate-related terms as a part of the framework. Staff believes that the IFRS S2 defined 
terms will serve as a good starting point to assess federal reporting needs. 
 
 

 
1 See Attachment 2, Appendix A 
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3. IFRS S2 requires reporting only on material climate-related risks and 
opportunities.   

IFRS S2 requires organizations to explain how material climate-related risks and 
opportunities affect performance and impact an organization’s value chain in providing 
goods. IFRS S2 expects organizations to explain their  

• response to managing these risks and opportunities, 
• strategy for managing these risks and opportunities, and  
• how the organization is adapting its operations to address climate-related risks and 

opportunities.  
Staff believes the Board’s stance on materiality, as noted in SFFAC 92 paragraph 164c, will 
help guide the Board to assess materiality, as it relates to climate-related risks and 
opportunities. 

“Materiality should be evaluated in the context of the specific reporting entity. 
Determining materiality requires appropriate and reasonable judgment in considering 
the specific facts, circumstances, size, and nature of the misstatement. Consequently, 
after quantitative and qualitative factors are considered, materiality may vary by 
financial statement, line item, or group of line items within an entity.” 

Staff also believes that IFRS S2 is a good starting point to assess federal reporting of 
relevant information about material climate-related risks and opportunities in relation to 
governance, strategy, risk management, and metrics and targets.  

 

4. IFRS S2 addresses preparer burden by recognizing an organization’s capacity 
for gathering necessary climate-related information.  

IFRS S2, paragraph 11 states: “the entity shall use all reasonable and supportable 
information that is available to the entity at the reporting date without undue cost and effort”. 
This is just one example of IFRS S2’s efforts to reduce preparer burden. 

The Board always considers perceived costs and benefits in relation to the reporting burden 
on federal entities.  

Below are a few examples documenting the Board’s considerations of reporting burden.   
SFFAC 53, Summary – Objective of this Statement states:  

 
Additional considerations for a recognition decision are measurement of the 
candidate for recognition and assessments of the materiality and benefit versus 
cost of the amount measured. 

 

 
2 Statement of Federal Financial Concepts (SFFAC) 9 - Materiality: Amending Statement of Federal Financial Accounting Concepts 

(SFFAC) 1, Objectives of Federal Financial Reporting, and SFFAC 3, Management’s Discussion and Analysis  
3 SFFAC 5 - Definitions of Elements and Basic Recognition Criteria for Accrual-Basis Financial Statements 
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SFFAS 54 paragraph 181 states: 

FASAB believes that an accrual based on the occurrence of an actual event, such as 
a job-related injury or a decision to reduce the entity’s workforce generally, is a 
reasonable approach. Such an event makes the future outflow of resources probable 
and measurable, may involve long-term accruals in some cases, and provides an 
accurate measure of expense in a way that is the least burdensome to the reporting 
entities 

SFFAS 495, paragraph A43 states:  
In this way users are presented with information that is comprehensive and 
material to an entity's financial statements without placing an undue burden on 
preparers to provide P3 specific or granular level information. Respondents 
generally supported the aggregation of information. 

Availability of climate-related financial risk tools and information 

According to the Budget of the U.S. Government, fiscal year 2024: Analytical 
Perspectives, Chapter 10. Budget Exposure to Increased Costs and Lost Revenue 
Due to Climate Change there are limited climate financial tools which can result in 
underestimating climate risk. Therefore, further development of the common 
framework to improve climate financial risk tools is necessary. The lack of data and 
modeling are challenges to accurately access climate-related financial risk. 

Staff believes that IFRS S2’s focus on an organization’s capacity for gathering necessary 
climate-related information throughout the standards will serve as a good model and 
supports the Board’s consideration of perceived costs and benefits in relation to the reporting 
burden on federal entities. 

As more climate-related financial tools, data, and modeling become available, a reporting 
entity’s capacity to disclose climate-related financial risk will likely increase. As a reporting 
entity’s capacity increases, the information in their climate-related financial disclosures will 
mature. Staff believes IFRS S2 is a good starting point to assess the potential challenges 
reporting entities may face collecting information for climate-related financial disclosures.  

 

5. The IPSASB will develop public sector climate-related disclosures using the 
IFRS S2 model 

IPSASB decided to adapt IFRS S2 based on feedback on its Consultation Paper on 
Advancing Public Sector Sustainability Reporting issued in May 2022, which was approved 
by the Board in March 2023.6 In addition to modeling IFRS S2, IPSASB also plans to layer on 
the Global Reporting Initiative (GRI) climate-related topic and section standards. 

 
4 Statement of Federal Financial Accounting Standards (SFFAS) 5 - Accounting for Liabilities of The Federal Government 
5 SFFAS 49 - Public-Private Partnerships: Disclosure Requirements 
6 See Attachment 3, IPSASB Climate-Related Disclosures Project Brief And Outline June 2023 
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NOTE: At this stage of the project, staff is only recommending that the Board consider IFRS 
S2 as the model to start developing the federal climate-related financial disclosure 
framework. If staff identifies other pertinent information to be considered, staff will present 
that information to the Board at that time. 
 
Education Session: IPSASB Update 

IPSASB panelists will share their progress with setting accounting standards for climate-
related disclosures and, why they choose IFRS S2 as their model.  

 

Panelists 

Dave Warren 

Dave Warren is the Deputy Director of the International Public Sector 
Accounting Standards Board. In his role, Dave works with the IPSASB 
staff team to deliver the Board’s work program. Dave acts as a resource 
and source of advice for the Board Chair and establishes and maintains 

relationships with key stakeholders. 

 

Renée Pichard, CPA 

Renée Pichard is a partner in Deloitte’s Accounting and ESG Reporting 
Advisory practices focusing on delivering value to the Government of 
Canada and broader public sector. She has over 25 years of diverse 

professional and executive leadership experience in the public and private sectors. Prior 
to joining Deloitte, Renée spent 17 years at the Office of the Auditor General of Canada 
where she held the position of Assistant Auditor General, Financial Audits. In addition to 
her expertise in accounting and financial auditing, Renee brings her public sector 
sustainability reporting expertise to Deloitte Canada’s ESG Reporting Advisory team 
and is a member of the global leadership team, build the firm’s global Sustainability & 
Climate offering. Renée has been contributing to the establishment of accounting 
standards in Canada and internationally for the past 15 years. She currently represents 
Canada as member of the International Public Sector Accounting Standards Board 
(IPSASB). She also serves as Chair of the IPSASB Natural Resources Task Force and 
member of the IPSASB Sustainability Reporting Steering Committee. 

 
Board Q&A with Panelists  
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Summary 

In summary, staff believes that IFRS S2 is the appropriate model to begin developing the 
federal climate-related financial disclosure framework given 1) IFRS incorporates all TCFD 
recommendations into the IFRS S2 standards; 2) IFRS S2 includes authoritative defined 
terms; 3) IFRS S2 requires reporting only on material climate-related risks and opportunities; 
4) IFRS S2 addresses preparer burden by recognizing an organization’s capacity for
gathering necessary climate-related information; and 5) IPSASB plans to develop public
sector climate-related disclosures using the IFRS S2 model.

Question for the Board #1:  

Do members agree with using IFRS – S2 Climate-related Disclosures as a model to 
begin developing a federal climate-related financial disclosure framework?  

10



Climate-related Disclosures

June 2023

IFRS S2
IFRS® Sustainability Disclosure Standard

International Sustainability Standards Board

FASAB 
ATTACHMENT 2 

TOPIC A - CLIMATE 
AUGUST 2023

11



IFRS S2

Climate-related Disclosures

12



IFRS S2 Climate-related Disclosures together with its accompanying documents is issued by
the International Sustainability Standards Board (ISSB).

Disclaimer: To the extent permitted by applicable law, the ISSB and the IFRS Foundation
(Foundation) expressly disclaim all liability howsoever arising from this publication or
any translation thereof whether in contract, tort or otherwise to any person in respect of
any claims or losses of any nature including direct, indirect, incidental or consequential
loss, punitive damages, penalties or costs.

Information contained in this publication does not constitute advice and should not be
substituted for the services of an appropriately qualified professional.

© IFRS Foundation 2023

Reproduction and use rights are strictly limited to personal non-commercial use, such as
corporate disclosure.

Any other use, such as – but not limited to – reporting software, investment analysis,
data services and product development is not permitted without written consent. Please
contact the Foundation for further details at sustainability_licensing@ifrs.org.

All rights reserved.

The Foundation has trade marks registered around the world (Marks) including ‘IAS®’,
‘IASB®’, the IASB® logo, ‘IFRIC®’, ‘IFRS®’, the IFRS® logo, ‘IFRS for SMEs®’, the IFRS for SMEs®

logo, ‘International Accounting Standards®’, ‘International Financial Reporting
Standards®’, the ‘Hexagon Device’, ‘NIIF®’, ‘SIC®’ and SASB®. Further details of the
Foundation’s Marks are available from the Foundation on request.

The Foundation is a not-for-profit corporation under the General Corporation Law of the
State of Delaware, USA and operates in England and Wales as an overseas company
(Company number: FC023235) with its principal office in the Columbus Building, 7
Westferry Circus, Canary Wharf, London, E14 4HD.

13

mailto:sustainability_licensing@ifrs.org


CONTENTS

from paragraph

IFRS SUSTAINABILITY DISCLOSURE STANDARD 
S2 CLIMATE-RELATED DISCLOSURES
OBJECTIVE 1

SCOPE 3

CORE CONTENT 5

Governance 5

Strategy 8

Risk management 24

Metrics and targets 27

APPENDICES

A Defined terms

B Application guidance

C Effective date and transition

APPROVAL BY THE ISSB OF IFRS S2 ISSUED IN JUNE 2023

FOR THE ACCOMPANYING GUIDANCE LISTED BELOW, SEE PART B OF THIS EDITION

ILLUSTRATIVE GUIDANCE

ILLUSTRATIVE EXAMPLES

INDUSTRY-BASED GUIDANCE ON IMPLEMENTING IFRS S2

FOR THE BASIS FOR CONCLUSIONS, SEE PART C OF THIS EDITION

BASIS FOR CONCLUSIONS

IFRS SUSTAINABILITY DISCLOSURE STANDARDS

© IFRS Foundation 3

14



IFRS S2 Climate-related Disclosures is set out in paragraphs 1–37 and Appendices A–C.
All paragraphs have equal authority. Paragraphs in bold type state the main principles.
Terms defined in Appendix A are in italics the first time they appear in the Standard.
Definitions of other terms are given in other IFRS Sustainability Disclosure Standards. The
Standard should be read in the context of its objective, the Basis for Conclusions and
IFRS S1 General Requirements for Disclosure of Sustainability-related Financial
Information.

IFRS S2 CLIMATE-RELATED DISCLOSURES—JUNE 2023

4 © IFRS Foundation

15



IFRS S2  Climate-related Disclosures

Objective

The objective of IFRS S2 Climate-related Disclosures is to require an entity to
disclose information about its climate-related risks and opportunities that is
useful to primary users of general purpose financial reports in making
decisions relating to providing resources to the entity.1

This Standard requires an entity to disclose information about climate-related
risks and opportunities that could reasonably be expected to affect the entity’s
cash flows, its access to finance or cost of capital over the short, medium or
long term. For the purposes of this Standard, these risks and opportunities are
collectively referred to as ‘climate-related risks and opportunities that could
reasonably be expected to affect the entity’s prospects’.

Scope

This Standard applies to:

(a) climate-related risks to which the entity is exposed, which are:

(i) climate-related physical risks; and

(ii) climate-related transition risks; and

(b) climate-related opportunities available to the entity.

Climate-related risks and opportunities that could not reasonably be
expected to affect an entity’s prospects are outside the scope of this
Standard.

Core content

Governance

The objective of climate-related financial disclosures on governance is to
enable users of general purpose financial reports to understand the
governance processes, controls and procedures an entity uses to monitor,
manage and oversee climate-related risks and opportunities.

To achieve this objective, an entity shall disclose information about:

(a) the governance body(s) (which can include a board, committee or
equivalent body charged with governance) or individual(s) responsible
for oversight of climate-related risks and opportunities. Specifically,
the entity shall identify that body(s) or individual(s) and disclose
information about:

1

2

3

4

5

6

1 Throughout this Standard, the terms ‘primary users’ and ‘users’ are used interchangeably, with
the same meaning.

IFRS SUSTAINABILITY DISCLOSURE STANDARDS

© IFRS Foundation 5

16



(i) how responsibilities for climate-related risks and opportunities
are reflected in the terms of reference, mandates, role
descriptions and other related policies applicable to that body(s)
or individual(s);

(ii) how the body(s) or individual(s) determines whether
appropriate skills and competencies are available or will be
developed to oversee strategies designed to respond to climate-
related risks and opportunities;

(iii) how and how often the body(s) or individual(s) is informed
about climate-related risks and opportunities;

(iv) how the body(s) or individual(s) takes into account climate-
related risks and opportunities when overseeing the entity’s
strategy, its decisions on major transactions and its risk
management processes and related policies, including whether
the body(s) or individual(s) has considered trade-offs associated
with those risks and opportunities; and

(v) how the body(s) or individual(s) oversees the setting of targets
related to climate-related risks and opportunities, and monitors
progress towards those targets (see paragraphs 33–36),
including whether and how related performance metrics are
included in remuneration policies (see paragraph 29(g)).

(b) management’s role in the governance processes, controls and
procedures used to monitor, manage and oversee climate-related risks
and opportunities, including information about:

(i) whether the role is delegated to a specific management-level
position or management-level committee and how oversight is
exercised over that position or committee; and

(ii) whether management uses controls and procedures to support
the oversight of climate-related risks and opportunities and, if
so, how these controls and procedures are integrated with
other internal functions.

In preparing disclosures to fulfil the requirements in paragraph 6, an entity
shall avoid unnecessary duplication in accordance with IFRS S1 General
Requirements for Disclosure of Sustainability-related Financial Information (IFRS S1)
(see paragraph B42(b) of IFRS S1). For example, although an entity shall
provide the information required by paragraph 6, if oversight of sustainability-
related risks and opportunities is managed on an integrated basis, the entity
would avoid duplication by providing integrated governance disclosures
instead of separate disclosures for each sustainability-related risk and
opportunity.

7
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Strategy

The objective of climate-related financial disclosures on strategy is to
enable users of general purpose financial reports to understand an entity’s
strategy for managing climate-related risks and opportunities.

Specifically, an entity shall disclose information to enable users of general
purpose financial reports to understand:

(a) the climate-related risks and opportunities that could reasonably be
expected to affect the entity’s prospects (see paragraphs 10–12);

(b) the current and anticipated effects of those climate-related risks and
opportunities on the entity’s business model and value chain (see
paragraph 13);

(c) the effects of those climate-related risks and opportunities on the
entity’s strategy and decision-making, including information about its
climate-related transition plan (see paragraph 14);

(d) the effects of those climate-related risks and opportunities on the
entity’s financial position, financial performance and cash flows for
the reporting period, and their anticipated effects on the entity’s
financial position, financial performance and cash flows over the
short, medium and long term, taking into consideration how those
climate-related risks and opportunities have been factored into the
entity’s financial planning (see paragraphs 15–21); and

(e) the climate resilience of the entity’s strategy and its business model to
climate-related changes, developments and uncertainties, taking into
consideration the entity’s identified climate-related risks and
opportunities (see paragraph 22).

Climate-related risks and opportunities

An entity shall disclose information that enables users of general purpose
financial reports to understand the climate-related risks and opportunities
that could reasonably be expected to affect the entity’s prospects. Specifically,
the entity shall:

(a) describe climate-related risks and opportunities that could reasonably
be expected to affect the entity’s prospects;

(b) explain, for each climate-related risk the entity has identified, whether
the entity considers the risk to be a climate-related physical risk or
climate-related transition risk;

(c) specify, for each climate-related risk and opportunity the entity has
identified, over which time horizons—short, medium or long term—
the effects of each climate-related risk and opportunity could
reasonably be expected to occur; and

(d) explain how the entity defines ‘short term’, ‘medium term’ and ‘long
term’ and how these definitions are linked to the planning horizons
used by the entity for strategic decision-making.

8
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10
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In identifying the climate-related risks and opportunities that could
reasonably be expected to affect an entity’s prospects, the entity shall use all
reasonable and supportable information that is available to the entity at the
reporting date without undue cost or effort, including information about past
events, current conditions and forecasts of future conditions.

In identifying the climate-related risks and opportunities that could
reasonably be expected to affect an entity’s prospects, the entity shall refer to
and consider the applicability of the industry-based disclosure topics defined in
the Industry-based Guidance on Implementing IFRS S2.

Business model and value chain

An entity shall disclose information that enables users of general purpose
financial reports to understand the current and anticipated effects of climate-
related risks and opportunities on the entity’s business model and value chain.
Specifically, the entity shall disclose:

(a) a description of the current and anticipated effects of climate-related
risks and opportunities on the entity’s business model and value chain;
and

(b) a description of where in the entity’s business model and value chain
climate-related risks and opportunities are concentrated (for example,
geographical areas, facilities and types of assets).

Strategy and decision-making

An entity shall disclose information that enables users of general purpose
financial reports to understand the effects of climate-related risks and
opportunities on its strategy and decision-making. Specifically, the entity shall
disclose:

(a) information about how the entity has responded to, and plans to
respond to, climate-related risks and opportunities in its strategy and
decision-making, including how the entity plans to achieve any
climate-related targets it has set and any targets it is required to meet
by law or regulation. Specifically, the entity shall disclose information
about:

(i) current and anticipated changes to the entity’s business model,
including its resource allocation, to address climate-related
risks and opportunities (for example, these changes could
include plans to manage or decommission carbon-, energy- or
water-intensive operations; resource allocations resulting from
demand or supply-chain changes; resource allocations arising
from business development through capital expenditure or
additional expenditure on research and development; and
acquisitions or divestments);

11

12

13

14
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(ii) current and anticipated direct mitigation and adaptation efforts
(for example, through changes in production processes or
equipment, relocation of facilities, workforce adjustments, and
changes in product specifications);

(iii) current and anticipated indirect mitigation and adaptation
efforts (for example, through working with customers and
supply chains);

(iv) any climate-related transition plan the entity has, including
information about key assumptions used in developing its
transition plan, and dependencies on which the entity’s
transition plan relies; and

(v) how the entity plans to achieve any climate-related targets,
including any greenhouse gas emissions targets, described in
accordance with paragraphs 33–36.

(b) information about how the entity is resourcing, and plans to resource,
the activities disclosed in accordance with paragraph 14(a).

(c) quantitative and qualitative information about the progress of plans
disclosed in previous reporting periods in accordance with
paragraph 14(a).

Financial position, financial performance and cash flows

An entity shall disclose information that enables users of general purpose
financial reports to understand:

(a) the effects of climate-related risks and opportunities on the entity’s
financial position, financial performance and cash flows for the
reporting period (current financial effects); and

(b) the anticipated effects of climate-related risks and opportunities on the
entity’s financial position, financial performance and cash flows over
the short, medium and long term, taking into consideration how
climate-related risks and opportunities are included in the entity’s
financial planning (anticipated financial effects).

Specifically, an entity shall disclose quantitative and qualitative information
about:

(a) how climate-related risks and opportunities have affected its financial
position, financial performance and cash flows for the reporting
period;

(b) the climate-related risks and opportunities identified in
paragraph 16(a) for which there is a significant risk of a material
adjustment within the next annual reporting period to the carrying
amounts of assets and liabilities reported in the related financial
statements;
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(c) how the entity expects its financial position to change over the short,
medium and long term, given its strategy to manage climate-related
risks and opportunities, taking into consideration:

(i) its investment and disposal plans (for example, plans for capital
expenditure, major acquisitions and divestments, joint
ventures, business transformation, innovation, new business
areas, and asset retirements), including plans the entity is not
contractually committed to; and

(ii) its planned sources of funding to implement its strategy; and

(d) how the entity expects its financial performance and cash flows to
change over the short, medium and long term, given its strategy to
manage climate-related risks and opportunities (for example, increased
revenue from products and services aligned with a lower-carbon
economy; costs arising from physical damage to assets from climate
events; and expenses associated with climate adaptation or mitigation).

In providing quantitative information, an entity may disclose a single amount
or a range.

In preparing disclosures about the anticipated financial effects of a climate-
related risk or opportunity, an entity shall:

(a) use all reasonable and supportable information that is available to the
entity at the reporting date without undue cost or effort; and

(b) use an approach that is commensurate with the skills, capabilities and
resources that are available to the entity for preparing those
disclosures.

An entity need not provide quantitative information about the current or
anticipated financial effects of a climate-related risk or opportunity if the
entity determines that:

(a) those effects are not separately identifiable; or

(b) the level of measurement uncertainty involved in estimating those
effects is so high that the resulting quantitative information would not
be useful.

In addition, an entity need not provide quantitative information about the
anticipated financial effects of a climate-related risk or opportunity if the
entity does not have the skills, capabilities or resources to provide that
quantitative information.

If an entity determines that it need not provide quantitative information
about the current or anticipated financial effects of a climate-related risk or
opportunity applying the criteria set out in paragraphs 19–20, the entity shall:

(a) explain why it has not provided quantitative information;
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(b) provide qualitative information about those financial effects, including
identifying line items, totals and subtotals within the related financial
statements that are likely to be affected, or have been affected, by that
climate-related risk or opportunity; and

(c) provide quantitative information about the combined financial effects
of that climate-related risk or opportunity with other climate-related
risks or opportunities and other factors unless the entity determines
that quantitative information about the combined financial effects
would not be useful.

Climate resilience

An entity shall disclose information that enables users of general purpose
financial reports to understand the resilience of the entity’s strategy and
business model to climate-related changes, developments and uncertainties,
taking into consideration the entity’s identified climate-related risks and
opportunities. The entity shall use climate-related scenario analysis to assess
its climate resilience using an approach that is commensurate with the
entity’s circumstances (see paragraphs B1–B18). In providing quantitative
information, the entity may disclose a single amount or a range. Specifically,
the entity shall disclose:

(a) the entity’s assessment of its climate resilience as at the reporting date,
which shall enable users of general purpose financial reports to
understand:

(i) the implications, if any, of the entity’s assessment for its
strategy and business model, including how the entity would
need to respond to the effects identified in the climate-related
scenario analysis;

(ii) the significant areas of uncertainty considered in the entity’s
assessment of its climate resilience;

(iii) the entity’s capacity to adjust or adapt its strategy and business
model to climate change over the short, medium and long
term, including;

(1) the availability of, and flexibility in, the entity’s existing
financial resources to respond to the effects identified in
the climate-related scenario analysis, including to
address climate-related risks and to take advantage of
climate-related opportunities;

(2) the entity’s ability to redeploy, repurpose, upgrade or
decommission existing assets; and

(3) the effect of the entity’s current and planned
investments in climate-related mitigation, adaptation
and opportunities for climate resilience; and

(b) how and when the climate-related scenario analysis was carried out,
including:
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(i) information about the inputs the entity used, including:

(1) which climate-related scenarios the entity used for the
analysis and the sources of those scenarios;

(2) whether the analysis included a diverse range of
climate-related scenarios;

(3) whether the climate-related scenarios used for the
analysis are associated with climate-related transition
risks or climate-related physical risks;

(4) whether the entity used, among its scenarios, a climate-
related scenario aligned with the latest international
agreement on climate change;

(5) why the entity decided that its chosen climate-related
scenarios are relevant to assessing its resilience to
climate-related changes, developments or uncertainties;

(6) the time horizons the entity used in the analysis; and

(7) what scope of operations the entity used in the analysis
(for example, the operating locations and business units
used in the analysis);

(ii) the key assumptions the entity made in the analysis, including
assumptions about:

(1) climate-related policies in the jurisdictions in which the
entity operates;

(2) macroeconomic trends;

(3) national- or regional-level variables (for example, local
weather patterns, demographics, land use,
infrastructure and availability of natural resources);

(4) energy usage and mix; and

(5) developments in technology; and

(iii) the reporting period in which the climate-related scenario
analysis was carried out (see paragraph B18).

In preparing disclosures to meet the requirements in paragraphs 13–22, an
entity shall refer to and consider the applicability of cross-industry metric
categories, as described in paragraph 29, and industry-based metrics
associated with disclosure topics defined in the Industry-based Guidance on
Implementing IFRS S2 as described in paragraph 32.
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Risk management

The objective of climate-related financial disclosures on risk management
is to enable users of general purpose financial reports to understand an
entity’s processes to identify, assess, prioritise and monitor climate-related
risks and opportunities, including whether and how those processes are
integrated into and inform the entity’s overall risk management process.

To achieve this objective, an entity shall disclose information about:

(a) the processes and related policies the entity uses to identify, assess,
prioritise and monitor climate-related risks, including information
about:

(i) the inputs and parameters the entity uses (for example,
information about data sources and the scope of operations
covered in the processes);

(ii) whether and how the entity uses climate-related scenario
analysis to inform its identification of climate-related risks;

(iii) how the entity assesses the nature, likelihood and magnitude of
the effects of those risks (for example, whether the entity
considers qualitative factors, quantitative thresholds or other
criteria);

(iv) whether and how the entity prioritises climate-related risks
relative to other types of risk;

(v) how the entity monitors climate-related risks; and

(vi) whether and how the entity has changed the processes it uses
compared with the previous reporting period;

(b) the processes the entity uses to identify, assess, prioritise and monitor
climate-related opportunities, including information about whether
and how the entity uses climate-related scenario analysis to inform its
identification of climate-related opportunities; and

(c) the extent to which, and how, the processes for identifying, assessing,
prioritising and monitoring climate-related risks and opportunities are
integrated into and inform the entity’s overall risk management
process.

In preparing disclosures to fulfil the requirements in paragraph 25, an entity
shall avoid unnecessary duplication in accordance with IFRS S1 (see
paragraph B42(b) of IFRS S1). For example, although an entity shall provide
the information required by paragraph 25, if oversight of sustainability-
related risks and opportunities is managed on an integrated basis, the entity
would avoid duplication by providing integrated risk management disclosures
instead of separate disclosures for each sustainability-related risk and
opportunity.
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Metrics and targets

The objective of climate-related financial disclosures on metrics and targets
is to enable users of general purpose financial reports to understand an
entity’s performance in relation to its climate-related risks and
opportunities, including progress towards any climate-related targets it has
set, and any targets it is required to meet by law or regulation.

To achieve this objective, an entity shall disclose:

(a) information relevant to the cross-industry metric categories (see
paragraphs 29–31);

(b) industry-based metrics that are associated with particular business
models, activities or other common features that characterise
participation in an industry (see paragraph 32); and

(c) targets set by the entity, and any targets it is required to meet by law
or regulation, to mitigate or adapt to climate-related risks or take
advantage of climate-related opportunities, including metrics used by
the governance body or management to measure progress towards
these targets (see paragraphs 33–37).

Climate-related metrics

An entity shall disclose information relevant to the cross-industry metric
categories of:

(a) greenhouse gases—the entity shall:

(i) disclose its absolute gross greenhouse gas emissions generated

during the reporting period, expressed as metric tonnes of CO2

equivalent (see paragraphs B19–B22), classified as:

(1) Scope 1 greenhouse gas emissions;

(2) Scope 2 greenhouse gas emissions; and

(3) Scope 3 greenhouse gas emissions;

(ii) measure its greenhouse gas emissions in accordance with the
Greenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (2004) unless required by a jurisdictional
authority or an exchange on which the entity is listed to use a
different method for measuring its greenhouse gas emissions
(see paragraphs B23–B25);

(iii) disclose the approach it uses to measure its greenhouse gas
emissions (see paragraphs B26–B29) including:

(1) the measurement approach, inputs and assumptions the
entity uses to measure its greenhouse gas emissions;

(2) the reason why the entity has chosen the measurement
approach, inputs and assumptions it uses to measure its
greenhouse gas emissions; and
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(3) any changes the entity made to the measurement
approach, inputs and assumptions during the reporting
period and the reasons for those changes;

(iv) for Scope 1 and Scope 2 greenhouse gas emissions disclosed in
accordance with paragraph 29(a)(i)(1)–(2), disaggregate
emissions between:

(1) the consolidated accounting group (for example, for an
entity applying IFRS Accounting Standards, this group
would comprise the parent and its consolidated
subsidiaries); and

(2) other investees excluded from paragraph 29(a)(iv)(1) (for
example, for an entity applying IFRS Accounting
Standards, these investees would include associates,
joint ventures and unconsolidated subsidiaries);

(v) for Scope 2 greenhouse gas emissions disclosed in accordance
with paragraph 29(a)(i)(2), disclose its location-based Scope 2
greenhouse gas emissions, and provide information about any
contractual instruments that is necessary to inform users’
understanding of the entity’s Scope 2 greenhouse gas emissions
(see paragraphs B30–B31); and

(vi) for Scope 3 greenhouse gas emissions disclosed in accordance
with paragraph 29(a)(i)(3), and with reference to paragraphs
B32–B57, disclose:

(1) the categories included within the entity’s measure of
Scope 3 greenhouse gas emissions, in accordance with
the Scope 3 categories described in the Greenhouse Gas
Protocol Corporate Value Chain (Scope 3) Accounting
and Reporting Standard (2011); and

(2) additional information about the entity’s Category 15
greenhouse gas emissions or those associated with its
investments (financed emissions), if the entity’s activities
include asset management, commercial banking or
insurance (see paragraphs B58–B63);

(b) climate-related transition risks—the amount and percentage of assets
or business activities vulnerable to climate-related transition risks;

(c) climate-related physical risks—the amount and percentage of assets or
business activities vulnerable to climate-related physical risks;

(d) climate-related opportunities—the amount and percentage of assets or
business activities aligned with climate-related opportunities;

(e) capital deployment—the amount of capital expenditure, financing or
investment deployed towards climate-related risks and opportunities;

(f) internal carbon prices—the entity shall disclose:
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(i) an explanation of whether and how the entity is applying a
carbon price in decision-making (for example, investment
decisions, transfer pricing and scenario analysis); and

(ii) the price for each metric tonne of greenhouse gas emissions the
entity uses to assess the costs of its greenhouse gas emissions;

(g) remuneration—the entity shall disclose:

(i) a description of whether and how climate-related
considerations are factored into executive remuneration (see
also paragraph 6(a)(v)); and

(ii) the percentage of executive management remuneration
recognised in the current period that is linked to climate-
related considerations.

In preparing disclosures to meet the requirements in paragraph 29(b)–(d), an
entity shall use all reasonable and supportable information that is available to
the entity at the reporting date without undue cost or effort.

In preparing disclosures to meet the requirements in paragraph 29(b)–(g), an
entity shall refer to paragraphs B64–B65.

An entity shall disclose industry-based metrics that are associated with one or
more particular business models, activities or other common features that
characterise participation in an industry. In determining the industry-based
metrics that the entity discloses, the entity shall refer to and consider the
applicability of the industry-based metrics associated with disclosure topics
described in the Industry-based Guidance on Implementing IFRS S2.

Climate-related targets

An entity shall disclose the quantitative and qualitative climate-related targets
it has set to monitor progress towards achieving its strategic goals, and any
targets it is required to meet by law or regulation, including any greenhouse
gas emissions targets. For each target, the entity shall disclose:

(a) the metric used to set the target (see paragraphs B66–B67);

(b) the objective of the target (for example, mitigation, adaptation or
conformance with science-based initiatives);

(c) the part of the entity to which the target applies (for example, whether
the target applies to the entity in its entirety or only a part of the
entity, such as a specific business unit or specific geographical region);

(d) the period over which the target applies;

(e) the base period from which progress is measured;

(f) any milestones and interim targets;

(g) if the target is quantitative, whether it is an absolute target or an
intensity target; and
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(h) how the latest international agreement on climate change, including
jurisdictional commitments that arise from that agreement, has
informed the target.

An entity shall disclose information about its approach to setting and
reviewing each target, and how it monitors progress against each target,
including:

(a) whether the target and the methodology for setting the target has
been validated by a third party;

(b) the entity’s processes for reviewing the target;

(c) the metrics used to monitor progress towards reaching the target; and

(d) any revisions to the target and an explanation for those revisions.

An entity shall disclose information about its performance against each
climate-related target and an analysis of trends or changes in the entity’s
performance.

For each greenhouse gas emissions target disclosed in accordance with
paragraphs 33–35, an entity shall disclose:

(a) which greenhouse gases are covered by the target.

(b) whether Scope 1, Scope 2 or Scope 3 greenhouse gas emissions are
covered by the target.

(c) whether the target is a gross greenhouse gas emissions target or net
greenhouse gas emissions target. If the entity discloses a net
greenhouse gas emissions target, the entity is also required to
separately disclose its associated gross greenhouse gas emissions target
(see paragraphs B68–B69).

(d) whether the target was derived using a sectoral decarbonisation
approach.

(e) the entity’s planned use of carbon credits to offset greenhouse gas
emissions to achieve any net greenhouse gas emissions target. In
explaining its planned use of carbon credits the entity shall disclose
information including, and with reference to paragraphs B70–B71:

(i) the extent to which, and how, achieving any net greenhouse
gas emissions target relies on the use of carbon credits;

(ii) which third-party scheme(s) will verify or certify the carbon
credits;

(iii) the type of carbon credit, including whether the underlying
offset will be nature-based or based on technological carbon
removals, and whether the underlying offset is achieved
through carbon reduction or removal; and
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(iv) any other factors necessary for users of general purpose
financial reports to understand the credibility and integrity of
the carbon credits the entity plans to use (for example,
assumptions regarding the permanence of the carbon offset).

In identifying and disclosing the metrics used to set and monitor progress
towards reaching a target described in paragraphs 33–34, an entity shall refer
to and consider the applicability of cross-industry metrics (see paragraph 29)
and industry-based metrics (see paragraph 32), including those described in an
applicable IFRS Sustainability Disclosure Standard, or metrics that otherwise
satisfy the requirements in IFRS S1.
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Appendix A
Defined terms

This appendix is an integral part of IFRS S2 and has the same authority as the other parts of the
Standard.

carbon credit An emissions unit that is issued by a carbon crediting
programme and represents an emission reduction or removal of
greenhouse gases. Carbon credits are uniquely serialised,
issued, tracked and cancelled by means of an electronic
registry.

climate resilience The capacity of an entity to adjust to climate-related changes,
developments or uncertainties. Climate resilience involves the
capacity to manage climate-related risks and benefit from
climate-related opportunities, including the ability to respond
and adapt to climate-related transition risks and climate-
related physical risks. An entity’s climate resilience includes
both its strategic resilience and its operational resilience to
climate-related changes, developments and uncertainties.

climate-related
physical risks

Risks resulting from climate change that can be event-driven
(acute physical risk) or from longer-term shifts in climatic
patterns (chronic physical risk). Acute physical risks arise from
weather-related events such as storms, floods, drought or
heatwaves, which are increasing in severity and frequency.
Chronic physical risks arise from longer-term shifts in climatic
patterns including changes in precipitation and temperature
which could lead to sea level rise, reduced water availability,
biodiversity loss and changes in soil productivity.

These risks could carry financial implications for an entity,
such as costs resulting from direct damage to assets or indirect
effects of supply-chain disruption. The entity's financial
performance could also be affected by changes in water
availability, sourcing and quality; and extreme temperature
changes affecting the entity's premises, operations, supply
chains, transportation needs and employee health and safety.

climate-related risks
and opportunities

Climate-related risks refers to the potential negative effects of
climate change on an entity. These risks are categorised as
climate-related physical risks and climate-related transition
risks.

Climate-related opportunities refers to the potential positive
effects arising from climate change for an entity. Efforts to
mitigate and adapt to climate change can produce climate-
related opportunities for an entity.

climate-related
transition plan

An aspect of an entity’s overall strategy that lays out the
entity’s targets, actions or resources for its transition towards a
lower-carbon economy, including actions such as reducing its
greenhouse gas emissions.
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climate-related
transition risks

Risks that arise from efforts to transition to a lower-carbon
economy. Transition risks include policy, legal, technological,
market and reputational risks. These risks could carry financial
implications for an entity, such as increased operating costs or
asset impairment due to new or amended climate-related
regulations. The entity's financial performance could also be
affected by shifting consumer demands and the development
and deployment of new technology.

CO2 equivalent The universal unit of measurement to indicate the global
warming potential of each greenhouse gas, expressed in terms
of the global warming potential of one unit of carbon dioxide.
This unit is used to evaluate releasing (or avoiding releasing)
different greenhouse gases against a common basis.

financed emissions The portion of gross greenhouse gas emissions of an investee or
counterparty attributed to the loans and investments made by
an entity to the investee or counterparty. These emissions are
part of Scope 3 Category 15 (investments) as defined in the
Greenhouse Gas Protocol Corporate Value Chain (Scope 3)
Accounting and Reporting Standard (2011).

global warming
potential

A factor describing the radiative forcing impact (degree of harm
to the atmosphere) of one unit of a given greenhouse gas

relative to one unit of CO2.

greenhouse gases The seven greenhouse gases listed in the Kyoto Protocol—
carbon dioxide (CO2); methane (CH4); nitrous oxide (N2O);

hydrofluorocarbons (HFCs); nitrogen trifluoride (NF3);

perfluorocarbons (PFCs) and sulphur hexafluoride (SF6).

indirect greenhouse
gas emissions

Emissions that are a consequence of the activities of an entity,
but occur at sources owned or controlled by another entity.

internal carbon price Price used by an entity to assess the financial implications of
changes to investment, production and consumption patterns,
and of potential technological progress and future emissions-
abatement costs. An entity can use internal carbon prices for a
range of business applications. Two types of internal carbon
prices that an entity commonly uses are:

(a) a shadow price, which is a theoretical cost or notional
amount that the entity does not charge but that can be
used to understand the economic implications or trade-
offs for such things as risk impacts, new investments,
the net present value of projects, and the cost and
benefit of various initiatives; and
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(b) an internal tax or fee, which is a carbon price charged to
a business activity, product line, or other business unit
based on its greenhouse gas emissions (these internal
taxes or fees are similar to intracompany transfer
pricing).

latest international
agreement on climate
change

An agreement by states, as members of the United Nations
Framework Convention on Climate Change, to combat climate
change. The agreements set norms and targets for a reduction
in greenhouse gases.

Scope 1 greenhouse
gas emissions

Direct greenhouse gas emissions that occur from sources that
are owned or controlled by an entity.

Scope 2 greenhouse
gas emissions

Indirect greenhouse gas emissions from the generation of
purchased or acquired electricity, steam, heating or cooling
consumed by an entity.

Purchased and acquired electricity is electricity that is
purchased or otherwise brought into an entity’s boundary.
Scope 2 greenhouse gas emissions physically occur at the
facility where electricity is generated.

Scope 3 greenhouse
gas emissions

Indirect greenhouse gas emissions (not included in Scope 2
greenhouse gas emissions) that occur in the value chain of an
entity, including both upstream and downstream emissions.
Scope 3 greenhouse gas emissions include the Scope 3
categories in the Greenhouse Gas Protocol Corporate Value
Chain (Scope 3) Accounting and Reporting Standard (2011).

Scope 3 categories Scope 3 greenhouse gas emissions are categorised into these
15 categories—as described in the Greenhouse Gas Protocol
Corporate Value Chain (Scope 3) Accounting and Reporting
Standard (2011):

(1) purchased goods and services;

(2) capital goods;

(3) fuel- and energy-related activities not included in Scope
1 greenhouse gas emissions or Scope 2 greenhouse gas
emissions;

(4) upstream transportation and distribution;

(5) waste generated in operations;

(6) business travel;

(7) employee commuting;

(8) upstream leased assets;

(9) downstream transportation and distribution;

(10) processing of sold products;
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(11) use of sold products;

(12) end-of-life treatment of sold products;

(13) downstream leased assets;

(14) franchises; and

(15) investments.

Terms defined in other Standards and used in this Standard with
the same meaning

business model An entity’s system of transforming inputs through its activities
into outputs and outcomes that aims to fulfil the entity’s
strategic purposes and create value for the entity and hence
generate cash flows over the short, medium and long term.

disclosure topic A specific sustainability-related risk or opportunity based on
the activities conducted by entities within a particular industry
as set out in an IFRS Sustainability Disclosure Standard or a
SASB Standard.

general purpose
financial reports

Reports that provide financial information about a reporting
entity that is useful to primary users in making decisions
relating to providing resources to the entity. Those decisions
involve decisions about:

(a) buying, selling or holding equity and debt instruments;

(b) providing or selling loans and other forms of credit; or

(c) exercising rights to vote on, or otherwise influence, the
entity’s management’s actions that affect the use of the
entity’s economic resources.

General purpose financial reports include—but are not
restricted to—an entity’s general purpose financial statements
and sustainability-related financial disclosures.

impracticable Applying a requirement is impracticable when an entity cannot
apply it after making every reasonable effort to do so.

primary users of
general purpose
financial reports
(primary users)

Existing and potential investors, lenders and other creditors.

value chain The full range of interactions, resources and relationships
related to a reporting entity’s business model and the external
environment in which it operates.

A value chain encompasses the interactions, resources and
relationships an entity uses and depends on to create its
products or services from conception to delivery, consumption
and end-of-life, including interactions, resources and
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relationships in the entity’s operations, such as human
resources; those along its supply, marketing and distribution
channels, such as materials and service sourcing, and product
and service sale and delivery; and the financing, geographical,
geopolitical and regulatory environments in which the entity
operates.
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Appendix B
Application guidance

This appendix is an integral part of IFRS S2 and has the same authority as the other parts of the
Standard.

Climate resilience (paragraph 22)

Paragraph 22 requires an entity to use climate-related scenario analysis to
assess its climate resilience, using an approach that is commensurate with its
circumstances.2 The entity is required to use an approach to climate-related
scenario analysis that enables it to consider all reasonable and supportable
information that is available to the entity at the reporting date without undue
cost or effort. Paragraphs B2–B18 provide guidance on how an entity uses
scenario analysis to assess the entity’s climate resilience. Specifically:

(a) paragraphs B2–B7 set out the factors the entity shall consider when
assessing its circumstances;

(b) paragraphs B8–B15 set out the factors the entity shall consider when
determining an appropriate approach to climate-related scenario
analysis; and

(c) paragraphs B16–B18 set out additional factors for the entity to
consider when determining its approach to climate-related scenario
analysis over time.

Assessing the circumstances

An entity shall use an approach to climate-related scenario analysis that is
commensurate with its circumstances as at the time the entity carries out its
climate-related scenario analysis (see paragraph B3). To assess its
circumstances the entity shall consider:

(a) the entity’s exposure to climate-related risks and opportunities (see
paragraphs B4–B5); and

(b) the skills, capabilities and resources available to the entity for the
climate-related scenario analysis (see paragraphs B6–B7).

An entity shall assess its circumstances each time it carries out its climate-
related scenario analysis. For example, an entity that carries out its climate-
related scenario analysis every three years to align with its strategic planning
cycle (see paragraph B18) would be required to reconsider for this purpose its
exposure to climate-related risks and opportunities and the skills, capabilities
and resources available at that time.

B1

B2

B3

2 This application guidance (paragraphs B1–B18) draws on the range of practice outlined in
documents published by the Task Force on Climate-related Financial Disclosures (TCFD),
including Technical Supplement: The Use of Scenario Analysis in Disclosure of Climate-related Risks and
Opportunities (2017) and Guidance on Scenario Analysis for Non-Financial Companies (2020).
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Exposure to climate-related risks and opportunities

An entity shall consider its exposure to climate-related risks and opportunities
in its assessment of its circumstances and when determining the approach to
use for its climate-related scenario analysis. This consideration provides
essential context for understanding the potential benefits of using a particular
approach to climate-related scenario analysis. For example, if an entity has a
high degree of exposure to climate-related risk then a more quantitative or
technically sophisticated approach to climate-related scenario analysis would
be of greater benefit to the entity and users of general purpose financial
reports. Users of general purpose financial reports would be less likely to
benefit from quantitative or technically sophisticated climate-related scenario
analysis if the entity is exposed to few or relatively less severe climate-related
risks and opportunities. This means that—with all else being equal—the
greater the entity’s exposure to climate-related risks or opportunities, the
more likely it is the entity would determine that a more technically
sophisticated form of climate-related scenario analysis is required.

This Standard requires an entity to identify the climate-related risks and
opportunities to which it is exposed (see paragraph 10) and to disclose
information about the process the entity uses to identify, assess, prioritise and
monitor those risks and opportunities (see paragraph 25). The information the
entity discloses in accordance with paragraphs 10 and 25 can inform the
entity’s consideration of its exposure to climate-related risks and
opportunities.

Skills, capabilities and resources available

An entity shall consider the available skills, capabilities and resources when
determining an appropriate approach to use for its climate-related scenario
analysis. These skills, capabilities and resources might include both internal
and external skills, capabilities and resources. The entity’s available skills,
capabilities and resources provide context to inform its consideration of the
potential cost and level of effort required by a particular approach to climate-
related scenario analysis. For example, if an entity has only just begun to
explore the use of climate-related scenario analysis to assess its climate
resilience, it might be unable to use a quantitative or technically sophisticated
approach to climate-related scenario analysis without undue cost or effort. For
the avoidance of doubt, if resources are available to the entity then it will be
able to invest in obtaining or developing the necessary skills and capabilities.

Climate-related scenario analysis can be resource intensive and might—
through an iterative learning process—be developed and refined over multiple
planning cycles. As an entity repeats the climate-related scenario analysis, it is
likely to develop skills and capabilities that will enable the entity to
strengthen its approach to climate-related scenario analysis over time. For
example, if an entity has not yet used climate-related scenario analysis or
participates in an industry where climate-related scenario analysis is not
commonly used, the entity might need more time to develop its skills and
capabilities. In contrast, an entity in an industry where climate-related
scenario analysis is established practice—such as extractives and mineral
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processing—would be expected to have strengthened its skills and capabilities
through its experience.

Determining the appropriate approach

An entity shall determine an approach to climate-related scenario analysis
that enables it to consider all reasonable and supportable information that is
available to the entity at the reporting date without undue cost or effort. The
determination of the approach shall be informed by the assessments of the
entity’s exposure to climate-related risks and opportunities (see paragraphs
B4–B5) and its available skills, capabilities and resources (see paragraphs
B6–B7). Making such a determination involves:

(a) selecting inputs to the climate-related scenario analysis (see
paragraphs B11–B13); and

(b) making analytical choices about how to carry out the climate-related
scenario analysis (see paragraphs B14–B15).

Reasonable and supportable information includes information about past
events, current conditions and forecasts of future conditions. It also includes
quantitative or qualitative information, and information that is obtained from
an external source or owned or developed internally.

An entity will need to use judgement to determine the mix of inputs and
analytical choices that will enable the entity to consider all reasonable and
supportable information that is available to the entity at the reporting date
without undue cost or effort. The degree of judgement that is required
depends on the availability of detailed information. As the time horizon
increases and the availability of detailed information decreases, the degree of
judgement required increases.

Selecting inputs

When an entity selects the inputs to use in its climate-related scenario
analysis, the entity shall consider all reasonable and supportable information
—including scenarios, variables and other inputs—available to the entity at
the reporting date without undue cost or effort. The inputs used in scenario
analysis might include information that is qualitative or quantitative, and is
obtained from an external source or developed internally. For example,
publicly available climate-related scenarios—from authoritative sources—that
describe future trends and a range of pathways to plausible outcomes are
considered to be available to the entity without undue cost or effort.

When selecting scenarios, variables and other inputs to use in climate-related
scenario analysis, an entity might, for example, use one or more climate-
related scenarios—including international and regional scenarios—that are
publicly and freely available from authoritative sources. The entity shall have
a reasonable and supportable basis for using a particular scenario or set of
scenarios. For example, an entity with operations concentrated in a
jurisdiction where emissions are regulated—or are likely to be regulated in
the future—might determine that it is appropriate to carry out its analysis
using a scenario consistent with an orderly transition to a lower-carbon
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economy or consistent with relevant jurisdictional commitments to the latest
international agreement on climate change. Elsewhere, for example, an entity
with heightened exposure to physical climate-related risks might determine
that it is appropriate to carry out its analysis using a localised climate-related
scenario that takes into account current policies.

In considering whether the selected inputs are reasonable and supportable, an
entity shall consider the objective of paragraph 22, which requires the entity
to disclose information that enables users of general purpose financial reports
to understand the resilience of the entity’s strategy and business model to
climate-related changes, developments and uncertainties, taking into
consideration the entity’s identified climate-related risks and opportunities.
This means that the inputs to the entity’s climate-related scenario analysis
shall be relevant to the entity’s circumstances, for example, to the particular
activities the entity undertakes and the geographical location of those
activities.

Making analytical choices

An entity’s resilience assessment will be informed not only by the individual
inputs to its climate-related scenario analysis, but also by the information it
develops in combining those inputs to carry out the analysis. The entity shall
prioritise the analytical choices (for example, whether to use qualitative
analysis or quantitative modelling) that will enable it to consider all
reasonable and supportable information that is available to the entity at the
reporting date without undue cost or effort. For example, if an entity is able—
without undue cost or effort—to incorporate multiple carbon price pathways
associated with a given outcome (for example, a 1.5 degree Celsius outcome),
this analysis is likely to strengthen the entity’s resilience assessment,
assuming such an approach is warranted by the entity’s risk exposure.

Quantitative information will often enable an entity to carry out a more
robust assessment of its climate resilience. However, qualitative information
(including scenario narratives), either alone or combined with quantitative
data, can also provide a reasonable and supportable basis for the entity’s
resilience assessment.

Additional considerations

Climate-related scenario analysis is an evolving practice and, therefore, the
approach that an entity uses is likely to change over time. As described in
paragraphs B2–B7, the entity shall determine its approach to climate-related
scenario analysis based on its particular circumstances, including the entity’s
exposure to climate-related risks and opportunities and the skills, capabilities
and resources available for the scenario analysis. Those circumstances are also
likely to change over time. Therefore, the entity’s approach to climate-related
scenario analysis need not be the same from one reporting period or strategic
planning cycle to the next (see paragraph B18).
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An entity might use a simpler approach to climate-related scenario analysis,
such as qualitative scenario narratives, if such an approach is appropriate to
the entity’s circumstances. For example, if an entity does not currently have
the skills, capabilities or resources to carry out quantitative climate-related
scenario analysis but has a high degree of exposure to climate-related risk, the
entity might initially use a simpler approach to climate-related scenario
analysis, but would build its capabilities through experience and, therefore,
would apply a more advanced quantitative approach to climate-related
scenario analysis over time. An entity with a high degree of exposure to
climate-related risks and opportunities, and with access to the necessary skills,
capabilities or resources, is required to apply a more advanced quantitative
approach to climate-related scenario analysis.

Although paragraph 22 requires an entity to disclose information about its
climate resilience at each reporting date, the entity might carry out its
climate-related scenario analysis in line with its strategic planning cycle,
including a multi-year strategic planning cycle (for example, every three to
five years). Therefore, in some reporting periods the entity’s disclosures in
accordance with paragraph 22(b) could remain unchanged from the previous
reporting period if the entity does not conduct a scenario analysis annually.
The entity shall—at a minimum—update its climate-related scenario analysis
in line with its strategic planning cycle. However, an assessment of the entity’s
resilience is required to be carried out annually to reflect updated insight into
the implications of climate uncertainty for the entity’s business model and
strategy. As such, an entity’s disclosure in accordance with paragraph 22(a)—
that is, the results of the entity’s resilience assessment—shall be updated at
each reporting period.
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Greenhouse gases (paragraph 29(a))

Greenhouse gas emissions

Permission to use information from a reporting period that is
different from the entity’s reporting period, in specific
circumstances

An entity might have a different reporting period from some or all of the
entities in its value chain. Such a difference would mean that greenhouse gas
emissions information from these entities in its value chain for the entity’s
reporting period might not be readily available for the entity to use for its own
disclosure. In such circumstances, the entity is permitted to measure its
greenhouse gas emissions in accordance with paragraph 29(a)(i) using
information for reporting periods that are different from its own reporting
period if that information is obtained from entities in its value chain with
reporting periods that are different from the entity’s reporting period, on the
condition that:

(a) the entity uses the most recent data available from those entities in its
value chain without undue cost or effort to measure and disclose its
greenhouse gas emissions;

(b) the length of the reporting periods is the same; and

(c) the entity discloses the effects of significant events and changes in
circumstances (relevant to its greenhouse gas emissions) that occur
between the reporting dates of the entities in its value chain and the
date of the entity’s general purpose financial reports.

Aggregation of greenhouse gases into CO2 equivalent using global
warming potential values

Paragraph 29(a) requires an entity to disclose its absolute gross greenhouse gas
emissions generated during the reporting period, expressed as metric tonnes

of CO2 equivalent. To meet this requirement, the entity shall aggregate the

seven constituent greenhouse gases into CO2 equivalent values.

If an entity uses direct measurement to measure its greenhouse gas emissions,
the entity is required to convert the seven constituent greenhouse gases into a

CO2 equivalent value using global warming potential values based on a 100-

year time horizon, from the latest Intergovernmental Panel on Climate
Change assessment available at the reporting date.

If an entity uses emission factors to estimate its greenhouse gas emissions, the
entity shall use—as its basis for measuring its greenhouse gas emissions—the
emission factors that best represent the entity’s activity (see paragraph B29). If

these emission factors have already converted the constituent gases into CO2

equivalent values, the entity is not required to recalculate the emission factors
using global warming potential values based on a 100-year time horizon from
the latest Intergovernmental Panel on Climate Change assessment available at
the reporting date. However, if an entity uses emission factors that are not
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converted into CO2 equivalent values, then the entity shall use the global

warming potential values based on a 100-year time horizon from the latest
Intergovernmental Panel on Climate Change assessment available at the
reporting date.

Greenhouse Gas Protocol

Paragraph 29(a)(ii) requires an entity to disclose its greenhouse gas emissions
measured in accordance with the Greenhouse Gas Protocol: A Corporate
Accounting and Reporting Standard (2004). For the avoidance of doubt, an
entity shall apply the requirements in the Greenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard (2004) only to the extent that
they do not conflict with the requirements in this Standard. For example, the
Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard
(2004) does not require an entity to disclose its Scope 3 greenhouse gas
emissions, however, the entity is required to disclose Scope 3 greenhouse gas
emissions in accordance with paragraph 29(a).

An entity is required to use the Greenhouse Gas Protocol: A Corporate
Accounting and Reporting Standard (2004) unless the entity is required by a
jurisdictional authority or an exchange on which it is listed to use a different
method for measuring its greenhouse gas emissions. If the entity is required
by a jurisdictional authority or an exchange on which it is listed to use a
different method for measuring its greenhouse gas emissions, the entity is
permitted to use this method rather than using the Greenhouse Gas Protocol:
A Corporate Accounting and Reporting Standard (2004) for as long as the
jurisdictional or exchange requirement applies to the entity.

In some circumstances, an entity might be subject to a requirement in the
jurisdiction in which it operates to disclose its greenhouse gas emissions for a
specific part of the entity or for some of its greenhouse gas emissions (for
example, only for Scope 1 and Scope 2 greenhouse gas emissions). In such
circumstances, the jurisdictional requirement does not exempt the entity
from applying the requirements in this Standard to disclose the entity’s Scope
1, Scope 2 and Scope 3 greenhouse gas emissions for the entity as a whole.

Measurement approach, inputs and assumptions

Paragraph 29(a)(iii) requires an entity to disclose the measurement approach,
inputs and assumptions it uses to measure its greenhouse gas emissions. As
part of this requirement, the entity shall include information about:

(a) the measurement approach the entity uses in accordance with the
Greenhouse Gas Protocol: A Corporate Accounting and Reporting
Standard (2004) (see paragraph B27);

(b) the applicable method if the entity is not using the Greenhouse Gas
Protocol: A Corporate Accounting and Reporting Standard (2004) and
the measurement approach the entity uses (see paragraph B28); and

(c) the emission factors the entity uses (see paragraph B29).
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The measurement approach set out in the Greenhouse Gas
Protocol

The Greenhouse Gas Protocol: A Corporate Accounting and Reporting
Standard (2004) includes different measurement approaches that an entity
might use when measuring its greenhouse gas emissions. In disclosing
information in accordance with paragraph 29(a)(iii), the entity is required to
disclose information about the measurement approach it uses. For example,
when the entity discloses its greenhouse gas emissions measured in
accordance with the Greenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (2004), the entity is required to use the equity share or
control approach. Specifically, the entity shall disclose:

(a) the approach it uses to determine its greenhouse gas emissions (for
example, the equity share or control approach in the Greenhouse Gas
Protocol: A Corporate Accounting and Reporting Standard (2004)); and

(b) the reason, or reasons, for the entity’s choice of measurement
approach and how that approach relates to the disclosure objective in
paragraph 27.

Other methods and measurement approaches

When an entity discloses its greenhouse gas emissions measured in
accordance with another method, applying paragraphs 29(a)(ii), B24–B25 or
C4(a), the entity shall disclose:

(a) the applicable method and measurement approach the entity uses to
determine its greenhouse gas emissions; and

(b) the reason, or reasons, for the entity’s choice of method and
measurement approach and how that approach relates to the
disclosure objective in paragraph 27.

Emission factors

As part of an entity’s disclosure of the measurement approach, inputs and
assumptions, the entity shall disclose information to enable users of general
purpose financial reports to understand which emission factors the entity uses
in its measurement of its greenhouse gas emissions. This Standard does not
specify emission factors an entity is required to use in its measurement of its
greenhouse gas emissions. Instead, this Standard requires an entity to use
emission factors that best represent the entity’s activity as its basis for
measuring its greenhouse gas emissions.

Scope 2 greenhouse gas emissions

Paragraph 29(a)(v) requires an entity to disclose its location-based Scope 2
greenhouse gas emissions and provide information about any contractual
instruments the entity has entered into that could inform users’
understanding of the entity’s Scope 2 greenhouse gas emissions. For the
avoidance of doubt, an entity is required to disclose its Scope 2 greenhouse gas
emissions using a location-based approach and is required to provide
information about contractual instruments only if such instruments exist and
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information about them informs users’ understanding of an entity’s Scope 2
greenhouse gas emissions.

Contractual instruments are any type of contract between an entity and
another party for the sale and purchase of energy bundled with attributes
about the energy generation or for unbundled energy attribute claims
(unbundled energy attribute claims relate to the sale and purchase of energy
that is separate and distinct from the greenhouse gas attribute contractual
instruments). Various types of contractual instruments are available in
different markets and the entity might disclose information about its market-
based Scope 2 greenhouse gas emissions as part of its disclosure.

Scope 3 greenhouse gas emissions

In accordance with paragraph 29(a)(vi), an entity shall disclose information
about its Scope 3 greenhouse gas emissions to enable users of general purpose
financial reports to understand the source of these emissions. The entity shall
consider its entire value chain (upstream and downstream) and shall consider
all 15 categories of Scope 3 greenhouse gas emissions, as described in the
Greenhouse Gas Protocol Corporate Value Chain (Scope 3) Accounting and
Reporting Standard (2011). In accordance with paragraph 29(a)(vi), the entity
shall disclose which of these categories are included in its Scope 3 greenhouse
gas emissions disclosures.

For the avoidance of doubt, regardless of the method an entity uses to
measure its greenhouse gas emissions, the entity is required to disclose the
categories included within its measure of Scope 3 greenhouse gas emissions as
described in paragraph 29(a)(vi)(1).

In accordance with paragraph B11 in IFRS S1, on the occurrence of a
significant event or a significant change in circumstances, an entity shall
reassess the scope of all affected climate-related risks and opportunities
throughout its value chain, including reassessing which Scope 3 categories
and entities throughout its value chain to include in the measurement of its
Scope 3 greenhouse gas emissions. A significant event or significant change in
circumstances can occur without the entity being involved in that event or
change in circumstances or as a result of a change in what the entity assesses
to be important to users of general purpose financial reports. For example,
such significant events or significant changes in circumstances might include:

(a) a significant change in the entity's value chain (for example, a supplier
in the entity's value chain makes a change that significantly alters the
supplier’s greenhouse gas emissions);

(b) a significant change in the entity’s business model, activities or
corporate structure (for example, a merger or acquisition that expands
the entity's value chain); and

(c) a significant change in the entity’s exposure to climate-related risks
and opportunities (for example, a supplier in the entity’s value chain is
affected by the introduction of an emissions regulation that the entity
had not anticipated).
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An entity is permitted, but not required, to reassess the scope of any climate-
related risk or opportunity throughout its value chain more frequently than
required by paragraph B11 in IFRS S1.

In accordance with paragraph B6(b) in IFRS S1, to determine the scope of the
value chain, which includes its breadth and composition, an entity shall use
all reasonable and supportable information that is available to the entity at
the reporting date without undue cost or effort.

An entity that participates in one or more financial activities associated with
asset management, commercial banking and insurance shall disclose
additional information about the financed emissions associated with those
activities as part of the entity’s disclosure of its Scope 3 greenhouse gas
emissions (see paragraphs B58–B63).

Scope 3 measurement framework

An entity’s measurement of Scope 3 greenhouse gas emissions is likely to
include the use of estimation rather than solely comprising direct
measurement. In measuring Scope 3 greenhouse gas emissions an entity shall
use a measurement approach, inputs and assumptions that result in a faithful
representation of this measurement. The measurement framework described
in paragraphs B40–B54 provides guidance for an entity to use in preparing its
Scope 3 greenhouse gas emissions disclosures.

An entity is required to use all reasonable and supportable information that is
available to the entity at the reporting date without undue cost or effort when
the entity selects the measurement approach, inputs and assumptions it uses
in measuring Scope 3 greenhouse gas emissions.

An entity’s measurement of Scope 3 greenhouse gas emissions relies upon a
range of inputs. This Standard does not specify the inputs the entity is
required to use to measure its Scope 3 greenhouse gas emissions, but does
require the entity to prioritise inputs and assumptions using these identifying
characteristics (which are listed in no particular order):

(a) data based on direct measurement (paragraphs B43–B45);

(b) data from specific activities within the entity’s value chain (paragraphs
B46–B49);

(c) timely data that faithfully represents the jurisdiction of, and the
technology used for, the value chain activity and its greenhouse gas
emissions (paragraphs B50–B52); and

(d) data that has been verified (paragraphs B53–B54).

An entity is required to apply the Scope 3 measurement framework to
prioritise inputs and assumptions even when the entity is required by a
jurisdictional authority or an exchange on which the entity is listed to use a
method other than the Greenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (2004) for measuring its greenhouse gas emissions (see
paragraphs B24–B25), or whether the entity uses the transition relief described
in paragraph C4(a).

B35

B36

B37

B38

B39

B40

B41

IFRS SUSTAINABILITY DISCLOSURE STANDARDS

© IFRS Foundation 33

44



An entity’s prioritisation of the measurement approach, inputs and
assumptions and the entity’s considerations of associated trade-offs—based on
the characteristics in paragraph B40—requires management to apply
judgement. For example, an entity might need to consider the trade-offs
between timely data and data that is more representative of the jurisdiction
and technology used for the value chain activity and its emissions. More
recent data might provide less detail about the specific activity, including the
technology that was used in the value chain and the location of that activity.
On the other hand, older data that is published infrequently might be
considered more representative of the specific activity and its greenhouse gas
emissions.

Data based on direct measurement

Two methods are used to quantify Scope 3 greenhouse gas emissions: direct
measurement and estimation. Of these two methods—and with all else being
equal—an entity shall prioritise direct measurement.

‘Direct measurement’ refers to the direct monitoring of greenhouse gas
emissions and, in theory, provides the most accurate evidence. However, it is
expected that Scope 3 greenhouse gas emissions data will include estimation
due to the challenges associated with direct measurement of Scope 3
greenhouse gas emissions.

Estimation of Scope 3 greenhouse gas emissions involves approximate
calculations of data based on assumptions and appropriate inputs. An entity
that measures its Scope 3 greenhouse gas emissions using estimation is likely
to use two types of input:

(a) data that represents the entity’s activity that results in greenhouse gas
emissions (activity data). For example, the entity might use distance
travelled as activity data to represent the transport of goods within its
value chain.

(b) emission factors that convert activity data into greenhouse gas
emissions. For example, the entity will convert the distance travelled
(activity data) into greenhouse gas emissions data using emission
factors.

Data from specific activities within the entity’s value chain

An entity’s measurement of its Scope 3 greenhouse gas emissions will be based
on data obtained directly from specific activities within the entity’s value
chain (primary data), data not obtained directly from activities within the
entity’s value chain (secondary data), or a combination of both.

In measuring an entity’s Scope 3 greenhouse gas emissions, primary data is
more likely to be representative of the entity’s value chain activity and its
greenhouse gas emissions than secondary data. Therefore, the entity shall
prioritise—with all else being equal—the use of primary data.
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Primary data for Scope 3 greenhouse gas emissions includes data provided by
suppliers or other entities in the value chain related to specific activities in an
entity’s value chain. For example, primary data could be sourced from meter
readings, utility bills or other methods that represent specific activities in the
entity’s value chain. Primary data could be collected internally (for example,
through the entity’s own records), or externally from suppliers and other
value chain partners (for example, supplier-specific emission factors for
purchased goods or services). Data from specific activities within an entity’s
value chain provides a more accurate representation of the entity’s specific
value chain activities and, therefore, will provide a better basis for measuring
the entity’s Scope 3 greenhouse gas emissions.

Secondary data for Scope 3 greenhouse gas emissions is data that is not
obtained directly from specific activities within an entity’s value chain.
Secondary data is often supplied by third-party data providers and includes
industry-average data (for example, from published databases, government
statistics, literature studies and industry associations). Secondary data
includes data used to approximate the activity or emission factors.
Additionally, secondary data includes primary data from a specific activity
(proxy data) used to estimate greenhouse gas emissions for another activity. If
an entity uses secondary data to measure its Scope 3 greenhouse gas
emissions, it shall consider the extent to which the data faithfully represents
the entity’s activities.

Timely data that faithfully represents the jurisdiction of, and the
technology used for, the value chain activity and its greenhouse gas
emissions

If an entity uses secondary data, it shall prioritise the use of activity or
emissions data that is based on, or represents, the technology used in the
value chain activity the data is intended to represent. For example, an entity
might obtain primary data from its activities (for example, the specific aircraft
model, distance travelled and travel-class used by employees when travelling)
and would then use secondary data that represents the greenhouse gas
emissions arising from those activities to convert the primary data into an
estimate of its greenhouse gas emissions from air travel.

If an entity uses secondary data, it shall prioritise activity or emissions data
that is based on, or represents, the jurisdiction in which the activity
happened. For example, an entity shall prioritise emission factors that relate
to the jurisdiction in which the entity operates or in which the activity has
taken place.

If an entity uses secondary data, it shall prioritise activity or emissions data
that is timely and representative of the entity’s value chain activity during the
reporting period. In some jurisdictions, and for some technologies, secondary
data is collected annually and, therefore, the data is likely to be representative
of the entity’s current practice. However, some secondary data sources rely on
information collected in a reporting period that is different from the entity’s
own reporting period.
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Verified data

An entity shall prioritise Scope 3 greenhouse gas emissions data that is
verified. Verification can provide users of general purpose financial reports
with confidence that the information is complete, neutral and accurate.

Verified data might include data that has been internally or externally
verified. Verification can take place in several ways, including on-site
checking, reviewing calculations, or cross-checking of data against other
sources. However, in some cases an entity might be unable to verify its Scope 3
greenhouse gas emissions without undue cost or effort. For example, the
entity might be prevented from obtaining a complete set of verified data due
to the volume of data or because the data is obtained from entities in the
value chain that are separated by many tiers from the reporting entity, that is,
entities that the reporting entity does not interact with directly. In such cases,
an entity might need to use unverified data.

Disclosure of inputs to Scope 3 greenhouse gas emissions

An entity shall disclose information about the measurement approach, inputs
and assumptions it uses to measure its Scope 3 greenhouse gas emissions in
accordance with paragraph 29(a)(iii). This disclosure shall include information
about the characteristics of the data inputs as described in paragraph B40. The
purpose of this disclosure is to provide users of general purpose financial
reports with information about how the entity has prioritised the highest
quality data available, which faithfully represents the value chain activity and
its Scope 3 greenhouse gas emissions. This disclosure also helps users of
general purpose financial reports to understand why the measurement
approach, inputs and assumptions the entity uses to estimate its Scope 3
greenhouse gas emissions are relevant.

As part of the requirement in paragraph 29(a)(iii), and to reflect how an entity
prioritises Scope 3 data in accordance with the measurement framework set
out in paragraphs B40–B54, the entity shall disclose information that enables
users of general purpose financial reports to understand:

(a) the extent to which the entity’s Scope 3 greenhouse gas emissions are
measured using inputs from specific activities within the entity’s value
chain; and

(b) the extent to which the entity’s Scope 3 greenhouse gas emissions are
measured using inputs that are verified.

This Standard includes the presumption that Scope 3 greenhouse gas
emissions can be estimated reliably using secondary data and industry
averages. In those rare cases when an entity determines it is impracticable to
estimate its Scope 3 greenhouse gas emissions, the entity shall disclose how it
is managing its Scope 3 greenhouse gas emissions. Applying a requirement is
impracticable when the entity cannot apply it after making every reasonable
effort to do so.
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Financed emissions

Entities participating in financial activities face risks and opportunities related
to the greenhouse gas emissions associated with those activities.
Counterparties, borrowers or investees with higher greenhouse gas emissions
might be susceptible to risks associated with technological changes, shifts in
supply and demand and policy change, which in turn can affect the financial
institution that is providing financial services to these entities. These risks and
opportunities can arise in the form of credit risk, market risk, reputational
risk and other financial and operational risks. For example, credit risk might
arise in relation to financing clients affected by increasingly stringent carbon
taxes, fuel efficiency regulations or other policies; credit risk might also arise
through technological shifts. Reputational risk might arise from financing
fossil-fuel projects. Entities participating in financial activities, including
commercial and investment banks, asset managers and insurance entities, are
increasingly monitoring and managing such risks by measuring their financed
emissions. This measurement serves as an indicator of an entity’s exposure to
climate-related risks and opportunities and how the entity might need to
adapt its financial activities over time.

Paragraph 29 (a)(i)(3) requires an entity to disclose its absolute gross Scope 3
greenhouse gas emissions generated during the reporting period, including
upstream and downstream emissions. An entity that participates in one or
more of the following financial activities is required to disclose additional and
specific information about its Category 15 emissions or those emissions
associated with its investments which is also known as ‘financed emissions’:

(a) asset management (see paragraph B61);

(b) commercial banking (see paragraph B62); and

(c) insurance (see paragraph B63).

An entity shall apply the requirements for disclosing greenhouse gas
emissions in accordance with paragraph 29(a) when disclosing information
about its financed emissions.

Asset management

An entity that participates in asset management activities shall disclose:

(a) its absolute gross financed emissions, disaggregated by Scope 1, Scope
2 and Scope 3 greenhouse gas emissions.

(b) for each of the disaggregated items in paragraph B61(a), the total
amount of assets under management (AUM) that is included in the
financed emissions disclosure, expressed in the presentation currency
of the entity’s financial statements.

(c) the percentage of the entity’s total AUM included in the financed
emissions calculation. If the percentage is less than 100%, the entity
shall disclose information that explains the exclusions, including types
of assets and associated amount of AUM.
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(d) the methodology used to calculate the financed emissions, including
the method of allocation the entity used to attribute its share of
emissions in relation to the size of investments.

Commercial banking

An entity that participates in commercial banking activities shall disclose:

(a) its absolute gross financed emissions, disaggregated by Scope 1, Scope
2 and Scope 3 greenhouse gas emissions for each industry by asset
class. When disaggregating by:

(i) industry—the entity shall use the Global Industry Classification
Standard (GICS) 6-digit industry-level code for classifying
counterparties, reflecting the latest version of the classification
system available at the reporting date.

(ii) asset class—the disclosure shall include loans, project finance,
bonds, equity investments and undrawn loan commitments. If
the entity calculates and discloses financed emissions for other
asset classes, it shall include an explanation of why the
inclusion of those additional asset classes provides relevant
information to users of general purpose financial reports.

(b) its gross exposure to each industry by asset class, expressed in the
presentation currency of the entity’s financial statements. For:

(i) funded amounts—gross exposure shall be calculated as the
funded carrying amounts (before subtracting the loss
allowance, when applicable), whether prepared in accordance
with IFRS Accounting Standards or other GAAP.

(ii) undrawn loan commitments—the entity shall disclose the full
amount of the commitment separately from the drawn portion
of loan commitments.

(c) the percentage of the entity’s gross exposure included in the financed
emissions calculation. The entity shall:

(i) if the percentage of the entity’s gross exposure included in the
financed emissions calculation is less than 100%, disclose
information that explains the exclusions, including the type of
assets excluded.

(ii) for funded amounts, exclude from gross exposure all impacts of
risk mitigants, if applicable.

(iii) disclose separately the percentage of its undrawn loan
commitments included in the financed emissions calculation.

(d) the methodology the entity used to calculate its financed emissions,
including the method of allocation the entity used to attribute its
share of emissions in relation to the size of its gross exposure.
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Insurance

An entity that participates in financial activities associated with the insurance
industry shall disclose:

(a) its absolute gross financed emissions, disaggregated by Scope 1, Scope
2 and Scope 3 greenhouse gas emissions for each industry by asset
class. When disaggregating by:

(i) industry—the entity shall use the Global Industry Classification
Standard (GICS) 6-digit industry-level code for classifying
counterparties, reflecting the latest version of the classification
system available at the reporting date.

(ii) asset class—the disclosure shall include loans, bonds and equity
investments, as well as undrawn loan commitments. If the
entity calculates and discloses financed emissions for other
asset classes, it shall include an explanation of why the
inclusion of those additional asset classes provides relevant
information to users of general purpose financial reports.

(b) the gross exposure for each industry by asset class, expressed in the
presentation currency of the entity’s financial statements. For:

(i) funded amounts—gross exposure shall be calculated as the
funded carrying amounts (before subtracting the loss
allowance, when applicable), whether prepared in accordance
with IFRS Accounting Standards or other GAAP.

(ii) undrawn loan commitments—the entity shall disclose the full
amount of the commitment separately from the drawn portion
of loan commitments.

(c) the percentage of the entity’s gross exposure included in the financed
emissions calculation. The entity shall:

(i) if the percentage of the entity’s gross exposure included in the
financed emissions calculation is less than 100%, disclose
information that explains the exclusions, including type of
assets excluded.

(ii) disclose separately the percentage of its undrawn loan
commitments included in the financed emissions calculation.

(d) the methodology the entity used to calculate its financed emissions,
including the method of allocation the entity used to attribute its
share of emissions in relation to the size of its gross exposure.
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Cross-industry metric categories (paragraph 29(b)–(g))

In addition to information about an entity’s greenhouse gas emissions, the
entity is required to disclose information relevant to the cross-industry metric
categories set out in paragraph 29(b)–(g).

In preparing disclosures to fulfil the requirements in paragraph 29(b)–(g), an
entity shall:

(a) consider the time horizons over which the effects of climate-related
risks and opportunities could reasonably be expected to occur,
described in accordance with paragraph 10.

(b) consider where in the entity’s business model and value chain climate-
related risks and opportunities are concentrated (for example,
geographical areas, facilities or types of assets) (see paragraph 13).

(c) consider the information disclosed in accordance with
paragraph 16(a)–(b) in relation to the effects of climate-related risks
and opportunities on the entity’s financial position, financial
performance and cash flows for the reporting period.

(d) consider whether industry-based metrics, as described in paragraph 32
—including those defined in an applicable IFRS Sustainability
Disclosure Standard or those that otherwise satisfy the requirements
in IFRS S1—could be used to satisfy the requirements in whole or in
part.

(e) consider the connections between the information disclosed to fulfil
the requirements in paragraph 29(b)–(g) with the information
disclosed in the related financial statements, in accordance with
paragraph 21(b)(ii) of IFRS S1. These connections include consistency in
the data and assumptions used—to the extent possible—and linkages
between the amounts disclosed in accordance with paragraph 29(b)–(g)
and the amounts recognised and disclosed in the financial statements.
For example, an entity would consider whether the carrying amount of
assets used is consistent with amounts included in the financial
statements and would explain the connections between information in
these disclosures and amounts in the financial statements.
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Climate-related targets (paragraphs 33–37)

Characteristics of a climate-related target

Paragraph 33 requires an entity to disclose the quantitative or qualitative
climate-related targets it has set, and any it is required to meet by law or
regulation, including any greenhouse gas emissions targets. In disclosing these
climate-related targets, the entity is required to disclose information about the
characteristics of these targets as described in paragraph 33(a)–(h). If the
climate-related target is quantitative, an entity is required to describe whether
the target is an absolute target or an intensity target. An absolute target is
defined as a total amount of a measure or a change in the total amount of a
measure, whereas an intensity target is defined as a ratio of a measure, or a
change in the ratio of a measure, to a business metric.

In identifying and disclosing the metric used to set a climate-related target
and measure progress, an entity shall consider the cross-industry metrics and
industry-based metrics. If the metric has been developed by the entity to
measure progress towards a target, the entity shall disclose information about
that metric in accordance with paragraph 50 of IFRS S1.

Greenhouse gas emissions targets

Gross and net greenhouse gas emissions targets

If an entity has a greenhouse gas emissions target, the entity is required to
specify whether the target is a gross greenhouse gas emissions target or a net
greenhouse gas emissions target. Gross greenhouse gas emissions targets
reflect the total changes in greenhouse gas emissions planned within the
entity’s value chain. Net greenhouse gas emissions targets are the entity’s
targeted gross greenhouse gas emissions minus any planned offsetting efforts
(for example, the entity’s planned use of carbon credits to offset its
greenhouse gas emissions).

Paragraph 36(c) specifies that if an entity has a net greenhouse gas emissions
target it is required to also disclose a gross greenhouse gas emissions target.
For the avoidance of doubt, if the entity discloses a net greenhouse gas
emissions target, this target cannot obscure information about its gross
greenhouse gas emissions targets.

Carbon credits

Paragraph 36(e) requires an entity to describe its planned use of carbon credits
—which are transferable or tradeable instruments—to offset emissions to
achieve any net greenhouse gas emissions targets the entity has set, or any it
is required to meet by law or regulation. Any information about the planned
use of carbon credits shall clearly demonstrate the extent to which these
carbon credits are relied on to achieve the net greenhouse gas emissions
targets.
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In accordance with paragraph 36(e), an entity is required to disclose only its
planned use of carbon credits. However, as part of this disclosure, the entity
might also include information about carbon credits it has already purchased
that the entity is planning to use to meet its net greenhouse gas emissions
target, if the information enables users of general purpose financial reports to
understand the entity’s greenhouse gas emissions target.
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Appendix C
Effective date and transition

This appendix is an integral part of IFRS S2 and has the same authority as the other parts of the
Standard.

Effective date

An entity shall apply this Standard for annual reporting periods beginning on
or after 1 January 2024. Earlier application is permitted. If an entity applies
this Standard earlier, it shall disclose that fact and apply IFRS S1 General
Requirements for Disclosure of Sustainability-related Financial Information at the same
time.

For the purposes of applying paragraphs C3–C5, the date of initial application
is the beginning of the annual reporting period in which an entity first applies
this Standard.

Transition

An entity is not required to provide the disclosures specified in this Standard
for any period before the date of initial application. Accordingly, an entity is
not required to disclose comparative information in the first annual reporting
period in which it applies this Standard.

In the first annual reporting period in which an entity applies this Standard,
the entity is permitted to use one or both of these reliefs:

(a) if, in the annual reporting period immediately preceding the date of
initial application of this Standard, the entity used a method for
measuring its greenhouse gas emissions other than the Greenhouse
Gas Protocol: A Corporate Accounting and Reporting Standard (2004),
the entity is permitted to continue using that other method; and

(b) an entity is not required to disclose its Scope 3 greenhouse gas
emissions (see paragraph 29(a)) which includes, if the entity
participates in asset management, commercial banking or insurance
activities, the additional information about its financed emissions (see
paragraph 29(a)(vi)(2) and paragraphs B58–B63).

If an entity uses the relief in paragraph C4(a) or paragraph C4(b), the entity is
permitted to continue to use that relief for the purposes of presenting that
information as comparative information in subsequent reporting periods.
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CLIMATE-RELATED DISCLOSURES 

PROJECT BRIEF AND OUTLINE 

Section 1 Introduction 

1.1 In January 2022, the World Bank published ‘Sovereign Climate and Nature Reporting: Proposal for 

a Risks and Opportunities Disclosure Framework’ which called on the IPSASB to lead a consultative 

process to gain support for developing global public sector-specific sustainability reporting guidance. 

1.2 In response, in May 2022, the IPSASB issued a Consultation Paper (CP) on Advancing Public Sector 

Sustainability Reporting to evaluate the demand from stakeholders for such guidance, as well as the 

degree of support for the IPSASB’s involvement in the process, the priority topic areas for guidance, 

and how this might be approached. The comment period closed September 9, 2022.  

1.3 A total of 70 written responses were received, of which almost half were new respondents who had 

not previously submitted comment letters to the IPSASB. In addition to the written responses, the 

IPSASB actively engaged in outreach to solicit further responses and raise awareness of the CP, 

including through its Consultative Advisory Group (CAG) and by holding five regional virtual 

roundtables in areas of increasing IPSAS adoption and implementation. In total, 492 participants 

attended the roundtables representing 127 countries.  

1.4 In December 2022, in light of the urgency of this issue and given the broad support from constituents, 

the IPSASB decided to commence the scoping of three potential public sector specific sustainability 

reporting projects pending securing the resources needed to begin standards development. The 

IPSASB’s prioritized research topics were:  

a) General Requirements for Disclosure of Sustainability-related Financial Information,

b) Climate-Related Disclosures, and

c) Natural Resources – Non-Financial Disclosures (in parallel with the development of financial

reporting guidance proposed in its Consultation Paper, Natural Resources).

1.5 In March 2023, the IPSASB decided to prioritize and focus its current resources on the development 

of a Climate-Related Disclosures project brief. The IPSASB also decided to move forward with 

scoping the potential initial sustainability reporting projects using a framework based on:  

a) The CP Advancing Public Sector Sustainability Reporting and feedback received from

constituents;

b) IPSASB Conceptual Framework for General Purpose Financial Reporting by Public Sector

Entities (the Conceptual Framework) as it will be used as a guide to consider and develop key

concepts in the standards including objectives, users and information needs;

c) IFRS Sustainability Standards; and

d) Global Reporting Initiative (GRI) Standards.

1.6 In May 2023, the IPSASB also issued additional non-authoritative guidance in Recommended 

Practice Guideline (RPG) 1, Reporting on the Long-Term Sustainability of an Entity’s Finances, and 

FASAB
ATTACHMENT 3
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RPG 3, Reporting Service Performance Information which can be immediately applied by 

governments and public sector entities to report on sustainability program information. 

Section 2 Rationale for Project 

2.1 There is significant public interest globally in climate-related disclosures, in both the public and private 

sectors, including the call from the World Bank 2022 Sovereign Climate and Nature Reporting report 

and the UN Intergovernmental Panel on Climate Change Sixth Assessment Report. A climate-related 

disclosure standard satisfies the four criteria for project prioritization identified in the IPSASB 2019-

2023 Strategy:  

a) Prevalence. “Climate change is a widespread global issue and a threat to human well-being and 

planetary health.”1 There is increasing attention on climate in line with the recognition of the need 

for more effective climate action globally. Public sector action is needed to bring about 

widespread changes across the globe. Through its leadership and policy responsibilities, powers 

to regulate, the public sector is in a unique position to encourage private sector businesses and 

individual citizens to change their behaviours, in addition to changing its own actions. Therefore, 

there is a need for global public sector climate-change reporting. 

b) Consequences. Delayed climate action will continue to cause “widespread adverse impacts and 

related losses and damages to nature and people.”1 The lack of climate-related disclosure can 

impair the ability of public sector entities in providing useful information for decision making and 

accountability of their climate change efforts. This can have significant consequences, including 

a direct impact on the economy, environment and society as the public sector accounted for over 

40% of GDP among OECD countries in 20192 and median public sector employment was over 

20% worldwide in 20183, and a direct impact on investment in sovereign bonds which make up 

almost 40% of the US$100 trillion global bond market4. Demonstrated action is needed by public 

sector entities towards lowering greenhouse gas (GHG) emissions to meet international 

agreements, such as the UN Framework Convention on Climate Change (UNFCCC) Paris 

Agreement.  

c) Urgency. Climate change has significant prominence in the global community and requires 

consideration immediately. “There is a rapidly closing window of opportunity to secure a livable 

and sustainable future for all. With every increment of warming, climate change impacts and risks 

will become increasingly complex and difficult to manage.”1 Therefore, there is an urgent need 

for public sector action and a global baseline for the public sector to provide consistent and 

comparable reporting on climate.  

 

1  IPCC, 2022: Climate Change 2022: Impacts, Adaptation, and Vulnerability. Contribution of Working Group II to the Sixth 

Assessment Report of the Intergovernmental Panel on Climate Change [H.-O. Pörtner, D.C. Roberts, M. Tignor, E.S. 

Poloczanska, K. Mintenbeck, A. Alegría, M. Craig, S. Langsdorf, S. Löschke, V. Möller, A. Okem, B. Rama (eds.)]. Cambridge 

University Press. Cambridge University Press, Cambridge, UK and New York, NY, USA, 3056 pp., 

doi:10.1017/9781009325844. 
2  OECD (2021), Government at a Glance 2021, OECD Publishing, Paris, https://doi.org/10.1787/1c258f55-en. 
3  World Bank GovData360 Portal, Public sector employment as a share of total employment, 

https://govdata360.worldbank.org/indicators/haa733075?country=BRA&indicator=42305&viz=line_chart&years=2000,2017 
4  World Bank, (January 2022), Sovereign Climate and Nature Reporting: Proposal for a Risks and Opportunities Disclosure 

Framework, World Bank, Washington, DC. http://hdl.handle.net/10986/36894  
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d) Feasibility. The IPSASB proposes to build off the IFRS S2 Climate-related Disclosures standard 

and GRI climate-related topic standards to develop the first public sector specific sustainability 

reporting standard. The IPSASB acknowledges the challenges in adapting private sector 

guidance for a public sector-specific climate-related disclosures project, however, this approach 

can potentially help to maximize efficiencies and increase interoperability with other existing 

sustainability guidance, such as Task Force on Climate-Related Financial Disclosures (TCFD) 

and GRI.  

2.2 In response to the CP, constituents strongly supported the approach to start with developing guidance 

for climate-related disclosures as a first topic, and when asked what topics are most pressing in your 

jurisdiction, the topic of climate had the highest frequency. Additionally, the IPSASB decided to start 

with climate first as a pragmatic approach is needed in light of the current resources and climate is a 

realistic sustainability frame of reference to begin with given the progress and advancement in climate 

reporting. 

2.3 Many respondents also raised social and governance issues as a priority, particularly in developing 

countries. However, most of these respondents also supported climate-related disclosure as a first 

topic given the global focus and need for climate reporting. The IPSASB acknowledges these views, 

however, as noted above, it will start with climate first as a pragmatic approach in light of current 

resources. The IPSASB hopes to initiate a General Requirements for Disclosure of Sustainability-

related Financial Information and Natural Resources project in the coming months subject to funding 

and resource availability. In the future, the IPSASB will consider addressing other environmental, 

social and governance topics as well. 

2.4 In recent IPSASB outreach and Association of Chartered Certified Accountant’s (ACCA) February 

2023 roundtable on sustainability reporting in the public sector, constituents continued to support that 

the IPSASB should prioritize the development of reporting requirements relevant to climate change 

given the urgency of action needed to address climate change.  

2.5 The pressing need for climate-related disclosures is further evidenced by the activities of other 

international standard setters:  

a) On April 4, 2023, the International Sustainability Standards Board (ISSB) decided that it will 

provide transitional reliefs to support companies to focus initial efforts on ensuring they meet 

investor information needs around climate change first. Companies will then provide reporting on 

other sustainability related risks and opportunities, beyond climate, from the second year of 

reporting.  

b) In February 2023, the Global Sustainability Standards Board (GSSB) approved the Climate 

Change Final Project Proposal with the objective to have exposure draft(s) ready in H1 2024. 

This project will review and revise GRI climate change-related standards and incorporate new 

issues that reflect stakeholder expectations on climate change impacts.  

Section 3 Sustainability Reporting Requirements 

3.1 The project will address the need for a public sector climate-related disclosures standard which will 

be separate current suite of IPSAS. The standard development will be based on IFRS S2, which is a 

private sector climate-related disclosure standard built on the four pillars of the TCFD framework – 

governance, strategy, risk management, and metrics and targets including metrics related to GHG 
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emissions, adapted for public sector specific differences. This process will include incorporating 

requirements from GRI Standards, adapted for the public sector context, to address the multi-

stakeholder, impact focused needs of public sector users.  

3.2 It is expected that climate-related issues will also impact financial reporting. The potential impact is 

expected to be similar for the private and public sectors. The International Accounting Standards 

Board (IASB) will also explore whether and how companies’ financial statements can provide better 

information about climate-related risks as it was noted by private sector constituents that:  

a) Climate-related risks are often perceived as remote, long-term risks and may not be appropriately 

considered in the financial statements; and 

b) Investors need better qualitative and quantitative information about the effect of climate-related 

risks on the carrying amounts of assets and liabilities reported in the financial statements. 

3.3 The objective of this project is not to address these financial reporting issues, however, staff will 

monitor and review any climate-related impacts to financial reporting.  

Section 4 Project Objectives 

4.1 The project objective is to develop a global baseline for consistent and comparable public sector 

climate-related disclosures, separate from the current suite of IPSAS, to meet the needs of users of 

public sector sustainability reports (service recipients and resource providers) and ensure better 

transparency, accountability and enable improved decision-making.  

Achieving the Objective  

4.2 To achieve the project objective, the project will:  

a) Establish the Climate-related Topic Working Group to address the objectives and specific issues 

of this project; and 

b) Consider strategic advice from the Sustainability Reference Group (SRG) which will be launched 

concurrently with this Project to provide advice from a variety of perspectives on IPSASB’s overall 

sustainability reporting standards development program. 

To maximize sustainability expert resources and manage scarce IPSASB plenary time, it is expected 

the project will be delivered primarily by staff and the working group (similar to the processes in 

developing IPSAS 41 Financial Instruments) in accordance with the IPSASB’s due process. 

4.3 In addition, staff will seek to collaborate with other international standard setters, namely: 

a) Ongoing discussions with the ISSB; 

b) Participation in GRI’s Topic Standard Project for Climate Change; and 

c) Potential collaboration with GRI on sector working groups in developing targets and metrics. 

Section 5 Outline of the Project 

Project Scope 
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5.1 The scope of this project is to develop climate-related disclosure requirements for reporting entities, 

as defined in the Conceptual Framework, by leveraging international sustainability reporting guidance 

as it relates to: 

a) Climate-related impacts an entity can have on the economy, environment and people;  

b) Climate-related risks the entity is exposed to, including but not limited to, physical and transition 

risks; and 

c) Climate-related opportunities available to the entity. 

Key Issues 

5.2 The project will consider the key issues listed below: 

Key Issues Relating to Technical Matters 

Key Issue #1 – Building off international guidance – ISSB and GRI 

5.3 In response to the CP, constituents supported leveraging international guidance including the IFRS 

Sustainability Standards. Constituents also supported the need for a multi-stakeholder approach that 

reflects decision-making and accountability user needs, and many pointed to leveraging GRI 

standards to support this.  

5.4 Based on this feedback to the CP, and agreed upon by the IPSASB in March 2023, standard 

development will build off of IFRS S2 and layer on GRI climate-related topic and sector standards, 

as appropriate, to address public sector specific issues by applying IPSASB’s well-established 

Process for Reviewing and Modifying IASB Documents, and moderated through the application of 

the Conceptual Framework and public sector sustainability framework.  

5.5 There will be challenges with this approach to draw from two different standards which differ in certain 

ways such as financial materiality and broader impact approaches. In addition, there will be 

challenges to further layering on additional public sector context not addressed in private sector 

guidance, such an entity’s disclosures when its roles include policy making and/or regulation. 

However, this approach should support interoperability, as some public sector entities currently apply 
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principles from TCFD, GRI and other frameworks, and maximize efficiencies to move quickly in 

addressing the urgent need for a public sector climate reporting standard.  

5.6 Although there are other factors that contribute to climate change, this project will focus on GHG 

emissions in line with other international standard setters, statistics guidance and other targets (e.g. 

IFRS S2, UN FCCC Paris Agreement, and Nationally Determined Contributions (NDCs)). 

Key Issue #2 – Governance 

5.7 Public sectors worldwide operate with different legislative frameworks and do not have a standard 

organizational structure. This project will have to consider whether additional guidance on public 

sector governance is needed and whether this will differ at different levels of government.  

5.8 This project will also consider whether other changes to IFRS S2 are needed to reflect public sector 

specific differences. For example, whether information around composition and nomination of 

governing body members (drawing from GRI standards) would be needed, or if disclosure 

requirements around remuneration or controls (in IFRS S2) would need to be adapted for the public 

sector.  

Key Issue #3 – Strategy  

5.9 Many respondents to the CP pointed to the broader role of the public sector, particularly setting policy 

and providing regulation, and the importance of reporting to improve accountability. This project will 

consider the additional disclosures needed by some public sector entities that set policy and 

regulations, and how their strategies address climate-related impacts, risks and opportunities, 

including climate adaptation, mitigation and just transition plans.  

5.10 Consideration will also be given to adaptation of terminology in IFRS S2 such as opportunities, 

business model and value chain to reflect the public sector model as well as any other changes 

needed for the public sector.  

5.11 ISSB redeliberations have noted that they will provide a framework and further guidance on scenario 

analysis. This project will have to review the applicability of this guidance once IFRS S2 is finalized 

and published, and the need for any modifications for the public sector.  

Key Issue #4 – Risk and Impacts Management  

5.12 IFRS S2 is focused on disclosures around the entity’s risk management processes. This project will 

have to consider if this focus sufficiently meets public sector user needs or whether additional 

disclosures would be needed relating to the entity’s actions, policies and commitments to address 

and manage the impacts, risks and opportunities identified, drawing from GRI Standards.  

5.13 This will include assessing the scope of risks and how related disclosures will be adapted for the 

public sector context, including appropriate terminology.  

Key Issue #5 – Metrics and Targets / Sectors  

5.14 This project will consider guidance in GRI climate-change related standards and the final IFRS S2 

standard, including metrics and targets for adaptation and mitigation, and how these apply for public 

sector reporting entities.  
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5.15 There are different methodologies and guidance on measuring GHG emissions. This project will 

consider the methodology or methodologies that may be required or referenced (as options) for the 

reporting entity to apply as appropriate and whether additional guidance for how Scope 1, 2 and 3 

would be applied for public sector reporting entities. While not exhaustive, some methodologies for 

consideration are:  

a) Intergovernmental Panel on Climate Change (IPCC) guidance “2006 IPCC Guidelines for 

National Greenhouse Gas Inventories” and “2019 Refinements to 2006 IPCC Guidelines for 

National Greenhouse Gas Inventories”.  

b) GHG Protocol – e.g. GHG protocol guidance for cities (Global Protocol for Community-Scale 

GHG Inventories (GPC)), policy specific effectiveness at national and local levels (Policy and 

Action Standard), and reduction goals at national and subnational levels (Mitigation Goal 

Standard). In the GHG Mitigation Goal Standard for national and sub-national levels, emissions 

are differentiated based on in-jurisdiction emissions (scope 1) and out-of-jurisdiction emissions 

(scope 2 and 3). 

c) ISO 14064 International Standard for quantifying and reporting GHG Emissions. 

5.16 This project will also consider how disclosure requirements may be linked with and provide a central 

reporting model that may also be used for other purposes and existing public sector indicators such 

as NDCs, UN Sustainable Development Goal (SDG) 13 Climate Action, statistical sustainability 

reporting developments, and other international developments relating to climate change.  

5.17 Consideration will be given to the approach towards sector specific metrics for public sector functions 

with reference to the Organisation for Economic Co-operation and Development (OECD) 

Classification of the Functions of Government (COFOG) as compared with SASB Standards and GRI 

Sector and topic standards, including GRI 11 Oil and Gas, GRI 12 Coal, GRI 305 Emissions and GRI 

302 Energy.  

Key Issue #6 – General features 

5.18 This project will have to consider the need to add General features to this project (such as those from 

IFRS S1 which provides guidance on defining reporting entity, frequency of reporting, comparative 

information etc.) as the public sector Climate-related Disclosures ED may be issued prior to a General 

Sustainability-related Disclosures ED.  

5.19 Scalability of requirements was also noted as an issue by some respondents to the CP. This project 

will consider how guidance may be scalable, including for example, whether it is possible to identify 

‘basic’ and ‘advanced’ requirements similar to S2 redeliberation proposal or other such mechanisms. 

This project will monitor and review how scalability is addressed by the final IFRS S2 standard. 

Transitional-relief for first-time adoption will also be considered as part of this project. 

Key Issues Relating to Project Management 

Key Issue #7 – Resources and Expertise  

5.20 There is a scarcity of and challenge to securing staffing with climate-related expertise as well as 

public sector experience. As a result, the right institutional arrangements to support and provide the 

requisite expertise through the project and standard development process will be needed.  
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5.21 In addition, there is a challenge to securing long-term funding for the ongoing sustainability project 

work program. It will be important to manage expectations and the work program appropriately as 

well as continue pursuing funding. 

Key Issue #8 – Sustainability-related institutional arrangements and learning curve 

5.22 Given there are different levels of sustainability-related experience and expertise within the IPSASB 

and staff, it is expected that it will take time to build a greater and homogenous level of sustainability 

expertise and therefore, different standards development processes are warranted.  

5.23 There will be the need to ensure right relationships, including governance and oversight 

arrangements, and other standard setting arrangements and expertise (advisory and working 

groups), are established. As noted in 4.2 above, the IPSASB will establish institutional arrangements 

to build sustainability expertise and develop effective relationships in its standards development 

process.  

5.24 These arrangements will need to be flexible, supported by pragmatism and innovation, compared 

with those supporting the traditional financial reporting process. From the staff view, IPSASB existing 

due process allows flexibility in how standards are developed without adjustments.  

Key Issue #9 – Timeliness of guidance 

5.25 Given the urgent demand for climate-related disclosures in the public sector, timeliness, consistent 

with other international sustainability standard setters, will be important. 

5.26 The development of a climate-related disclosures standard is expected to require significant external 

engagement and also to be an iterative process. In order to ensure that disclosure requirements are 

decision-useful, support accountability, yet not excessive, the IPSASB will seek to engage with 

various preparers, users and others. At the same time, there is a need to issue standards for reporting 

entities quickly to allow preparers to start implementation and reporting. In this way, the IPSASB can 

get feedback from preparers and users and review the feedback sooner as compared with the 

historical financial reporting standard setting timelines.  

5.27 These principles of timeliness and the expected iterative nature of the process will underscore the 

time to market of the climate-related disclosure standard. 

Section 6 Describe the Implications for any Specific Persons or 

Groups 

Relationship to Other Standards, Projects in Process or Planned Projects 

6.1 There may be links to IPSASB’s existing financial reporting guidance and/or current projects 

including: 

a. Current financial reporting project on Natural Resources;

b. Recommended Practice Guidelines (RPGs):

i. RPG 1, Reporting on the Long-Term Sustainability of an Entity’s Finances,

ii. RPG 2, Financial Statement Discussion and Analysis,
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iii. RPG 3, Reporting Service Performance Information; and

c. Current project to review IPSAS 1, Presentation of financial statements.

6.2 Issues related to financial reporting may also arise and will be considered in the context of the specific 

financial reporting work program projects.   

Relationship to the ISSB and IASB 

6.3 Staff will work closely with ISSB staff and will monitor the finalization and further developments related 

to IFRS S2 and the ISSB’s work plan and agenda consultation. 

6.4 In addition, staff will monitor the IASB’s work program relating to any climate-related financial 

reporting projects and engage with IASB staff as appropriate.  

Relationship to GRI 

6.5 GRI Standards will be a principal source of information. Standards development will draw from these 

GRI standards to help address the multi-stakeholder perspective and public sector user information 

needs for decision-making and accountability. Staff will work closely with GRI including through 

participation as an observer on GRI’s Topic Standard Project for Climate Change and potentially 

collaborate on sector working groups (see paragraph 8.2 below) in development of metrics and 

targets.  

Government Finance Statistics 

6.6 This project will look to the ongoing developments around sustainability in the statistical community, 

as well as NDCs, UN SDG 13 Climate Action and UN System of Environmental Economic Accounting 

(UN SEEA), and consider potential for alignment with such metrics and targets as per the IPSASB 

Process for Considering GFS Reporting Guidelines during Development of IPSASs.  

Other groups 

6.7 In addition, various impacted groups will have perspectives that will inform this project, including: 

a) National and regional standard-setters;

b) Governments;

c) Accountancy profession and other interested professions; and

d) Other interested external parties, including investors, international intergovernmental

organizations, and indigenous groups.

Staff will engage and seek input from these groups to identify issues of international relevance that 

need to be addressed.  

Section 7 Development Process, Project Timetable and Project 

Output 

Development Process 
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7.1 The development of the project outputs will be subject to the IPSASB’s formal due process, with input 

from the Sustainability Reference Group and Consultative Advisory Group (CAG). The approval of 

an ED and final standard will be subject to the usual IPSASB voting rules. As the project progresses, 

regular assessments will be made to confirm that the project addresses all matters identified in this 

Project Brief and that the timetable remains appropriate.  

Project Timetable 

7.2 The table below outlines the proposed project timetable. 

Expected Completion Major Project Milestone 

2023 June Approval of Project Brief 

2024 June Approval of Exposure Draft 

2024 October End of ED comment period (four months) 

2025 H2 Approval of Final Standard 

Project Outputs 

7.3 The output of the project will be an ED and a final standard. 5 

Section 8 Resources Required 

IPSASB support arrangements 

8.1 A Climate-related Topic working group will be set up to supplement the technical expertise needed 

through the project and standard development process, including drafting of the standard. 

8.2 In addition to setting up the topic-related working group, the following overarching sustainability 

arrangements will support the achievement of this project’s objectives: 

a) The Sustainability Reference Group (SRG) comprising a range of stakeholders will be

established, concurrently with this project, to provide the IPSASB with the necessary strategic

and technical expertise, including climate-related and scientific expertise, and diversity of views

throughout the project development process of IPSASB’s sustainability-related projects.

b) The Sustainability Steering Committee (SSC) comprises seven current IPSASB members.

The SSC will provide advice on strategic issues and monitor the progress of sustainability-related

projects outlined in paragraph 1.4 above.

8.3 Further research will be needed to consider how climate-related disclosures, targets and metrics may 

be different for different public sector functions and, in turn, consider the need for sector specific 

engagement or working groups.  

Factors that Might Add to Complexity and Length 

5 As needed, staff will also prepare any reporting requirements set out in funding arrangements. 
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8.4 Factors that may add to the complexity and length of this project include: 

a) The potential for discovery of unanticipated and complex reporting issues that require additional

resources, expertise, stakeholder consultation or IPSASB deliberation time to resolve given

climate reporting in the public sector is a significantly new and developing field;

b) Pace of advancement of climate reporting guidance by others (e.g. ISSB and GRI) may affect

IPSASB timetables as the IPSASB intends to take account of such developments to avoid

unintended or unnecessary differences in international positions, and to assess where additional

public sector specific guidance is required;

c) Significant external expectations for this project, which lead to the need for more communication

with constituents;

d) Required time for establishment, coordination and consultation with the Sustainability Steering

Committee, Sustainability Reference Group, Climate-related Topic and Sector working groups;

e) Different levels of sustainability-related experience and expertise within the IPSASB and staff;

f) Timing of securing additional funding and resources; and

g) Developing and agreeing appropriate IP copyright agreements.

Section 9 Useful Sources of Information 

9.1 The principal sources of information will include: 

a) Consultation Paper Advancing Public Sector Sustainability Reporting;

b) IPSASB Conceptual Framework;

c) IFRS S2 Climate-related disclosures and IFRS S1 General Requirement for Disclosures of

Sustainability-related Financial Information;

d) GRI Standards, including GRI 2 General Disclosures, GRI 3 Material Topics, GRI 201 Economic

Performance 2016, GRI 302 Energy 2016 and GRI 305 Emissions 2016;

e) Statistical guidance and metrics, including climate targets and UN SDG 13 Climate Action;

f) IASB work on the financial reporting impacts of climate change; and

g) Relevant regional and national-level standards and other guidance, including the European

Sustainability Reporting Standards.
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