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International Sustainability Standards Board (ISSB) Issues Sustainability  
and Climate-related Reporting Standards, Seeking to Set a New Baseline for 

Global Disclosures 

The International Sustainability Standards Board (ISSB) has released final 
standards on sustainability (IFRS S1) and climate-related (IFRS S2) disclosures.  
The standards primarily draw upon the recommendations of the Task Force on 
Climate-related Financial Disclosures (TCFD) and its four core pillars—
governance, strategy, risk management, and metrics and targets—and are intended 
to establish a comprehensive baseline of sustainability-related financial disclosures 
that would serve the needs of primary users of general purpose financial reports 
(i.e., investors, creditors and other lenders). 

The new IFRS standards will become mandatory in jurisdictions that adopt 
the standards.  Already, the United Kingdom has committed to adoption while 
several other jurisdictions including Australia, Brazil, Canada, Chile, Egypt, Japan, 
Kenya, Malaysia, Nigeria, Singapore, South Africa and South Korea are 
considering adoption.  The new standards may also be used voluntarily and are 
backed by key market participants, including the G7, G20, the World Economic 
Forum, the World Business Council for Sustainable Development and the Asian 
Development Bank.  The International Organization of Securities Commission 
(IOSCO), whose members include securities regulators across more than 170 
jurisdictions, is reviewing the new standards for potential endorsement, which 
would pave the way for further global adoption. 

For jurisdictions that have already sought to adopt sustainability disclosure 
standards, such as the European Sustainability Reporting Standards (ESRS) and the 
SEC’s pending climate disclosure rules, the new IFRS standards seek to 
supplement these disclosures.  To further ease the path to adoption, the new 
standards build upon and incorporate elements of key voluntary frameworks, 
including the Global Reporting Initiative (GRI), Sustainability Accounting 
Standards Board (SASB) and Climate Disclosure Standards Board (CDSB) 
standards.  The standards have also been developed to align with global accounting 
standards (including IFRS and GAAP) to allow for future integration of 
sustainability disclosures into general financial reporting. 
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Key features of IFRS S1 and S2 include: 

Focus on financial materiality.  The new standards require disclosure of 
material information about sustainability-related risks and opportunities to the 
extent that they “could reasonably be expected to affect the entity’s prospects,” i.e., 
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.  
While ISSB does not specify materiality thresholds, the standards ask reporting 
entities to take into consideration future low-probability and high-impact outcomes 
that may be material individually or in the aggregate with other outcomes.  ISSB 
also notes there may be certain material sustainability-related risks that are highly 
scrutinized by primary users of an entity’s general purpose financial reports, 
regardless of their potential magnitude or timing.  These will often involve 
company-specific and industry-specific judgments and assessments. 

Value chain reporting and Scopes 1-3 emissions.  Reporting entities will be 
required to assess sustainability-related risks and opportunities across the entity’s 
entire value chain.  Specifically, the climate-related disclosure standards will 
require entities to disclose and verify Scopes 1-3 greenhouse gas emissions in 
accordance with the Greenhouse Gas Protocol.  More broadly, the new standards 
will require entities to consider how sustainability-related risks and opportunities 
could reasonably be expected to affect an entity’s value chain, which is defined to 
encompass the “full range of interactions, resources and relationships related to a 
reporting entity’s business model and the external environment in which it 
operates.” 

Short-, medium- and long-term assessments.  Reporting entities will be 
required to specify the time horizons over which identified sustainability-related 
risks and opportunities could reasonably be expected to occur, how the entity 
defines “short term,” “medium term” and “long term” and how these definitions 
are linked to the entity’s strategic decision-making planning horizons.  ISSB notes 
that time horizons are an entity-specific concept and can depend on a range of 
factors including industry-specific characteristics, such as cash flow, investment 
and business cycles, the planning horizons typically used in an entity’s industry for 
strategic decision-making and capital allocation plans, and the time horizons over 
which users of general purpose financial reports conduct their assessments of 
entities in that industry. 

Financial impact disclosures.  Reporting entities will need to provide 
quantitative and qualitative disclosures on how sustainability and climate-related 
risks and opportunities may impact the entity’s financial position, financial 
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performance and cash flows for the current reporting period, as well as anticipated 
impacts over the short, medium and long term.  In providing quantitative 
information, entities may disclose single amounts or a range, and “use all 
reasonable and supportable information” that is available without “undue cost or 
effort” to the entity.  Reporting entities that do not provide quantitative information 
will be required to explain their rationale.  

Scenario analysis and transition plans.  Scenario analysis will be required of 
all entities under the new climate-related rules along with management’s 
assessment of the entity’s resilience, based on the implications of different 
plausible climate outcomes identified by the entity, for the entity’s business model 
and strategy and its capacity to adapt or respond.  Reporting entities will also be 
required to disclose any transition plans and the assumptions and dependencies 
underlying these plans. 

The new IFRS sustainability and climate-related standards mark another key 
step toward uniform global disclosure standards.  As more jurisdictions seek to 
implement sustainability disclosures, the new standards may provide a solution to 
overlapping reporting requirements.  In particular, the European Union, whose 
Corporate Sustainability Reporting Directive (CSRD) is set to impact over 3,000 
U.S. issuers in the coming years, has indicated that it will support further 
convergence with standards issued by ISSB and will permit the use of equivalent 
disclosure standards to avoid duplicative reporting.  ISSB is also expected to issue 
additional new standards:  consultation is already underway to further expand 
disclosures to other topics of investor interest, including biodiversity, human 
capital and human rights, with further announcements expected later this year.  
While many elements of the new IFRS standards will look familiar to companies 
that have already published sustainability disclosures under existing voluntary 
standards, it may be worthwhile taking steps in the coming months to understand 
the full scope of the new IFRS standards and what actions may need to be taken to 
bridge possible disclosure gaps. 
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