Laying the groundwork
for the ISSB sustainability
standards

As the International Sustainability Standards Board
gears up to release two new standards, Linda McWeeney
outlines what companies can do now to prepare

he International Sustainability Standards Board
(ISSB) will release two mandatory sustainability
standards later this year.
Both will bear the same weight as current
international standards and companies will be
required to apply them for annual reporting periods on or after
1 January 2024.

The main aim of the new ISSB sustainability standards (S1
and S2) is that, initially, companies will provide reasonable and
supportive information with regard to sustainability. The ISSB
has provided reliefs and guidance.

Year one requirements

Even though there will be a requirement to provide sustainability
reporting information along with the financial statements,
companies can hold off on this reporting in year one and align it
with their half yearly reporting where necessary.

There will also be no requirement for comparative
information in year one. Companies may focus initially on
reporting practices around climate change, considered the
most urgent, in year one and then, from year two onwards, full
reporting beyond climate on sustainability-related risks and
opportunities.

Companies are not required to disclose scope 3 emissions
for the first year. Companies using different methods can
continue to use these methods for measuring scopes for

Governance

Disclose the actual and
potential impacts of climate-
related risks and opportunities
on the organisation’s
businesses, strategy and
financial planning where such
information is material

Disclose the organisation’s
governance around climate
related risks and opportunities

*Source: Task Force on Climate-related Financial Disclosures
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the first year and will continue to align methods with the
Greenhouse Gas (GHG) Protocol.

S1 and S2 will not be entirely new to many companies as
they have been developed and built on the Task Force on
Climate-related Financial Disclosures (TCFD) framework and
Sustainability Accounting Standards Board (SASB) standards.

Investors and regulators demand and need high-quality,
comparable information about risks and opportunities in
relation to climate change in particular.

TCFD disclosure recommendations
The TCFD sets out disclosure recommendations based upon
core elements around which companies operate. These are:

1. Governance

2. Strategy

3. Risk management
4. Metrics and targets

The disclosure recommendations are structured around
these four elements. This information should help investors
understand how the relevant reporting organisations think
about and assess climate-related risks and opportunities:

Governance
Companies need to describe the board’s oversight of climate-

Disclose the metrics and
targets used to assess and
manage relevant climate-
related risks and opportunities
where such information is
material.

Disclose how the organisation
identifies, assesses and
manages climate-related risks.
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related risks and opportunities.

Processes need to be in place to identify climate-related
issues and boards need to be kept informed regularly on these
issues. Climate needs to be part of the company’s strategy,
policies, plans, budgets, goals and targets.

Strategy

Companies need to be able to describe the climate-related
risks and opportunities and their impact on the organisation’s
businesses, strategy, and financial planning.

Risk management

Processes need to be in place for identifying and assessing
climate-related risks. How significant climate-related risks are
in relation to other risks should be discussed and analysed.
Boards should consider regulatory requirements related to
climate change and how to mitigate and control material risks.

Metrics and targets

Metrics used by the organisation to assess climate-related risks
and opportunities in line with its strategy and risk management
process should be disclosed. GHG emissions should be
calculated in line with the GHG Protocol methodology to allow
for aggregation and comparability across organisations and
jurisdictions.

Principles for Effective Disclosures

1 Disclosures should represent relevant information

2 Disclosures should be specific and complete

3 Disclosures should be clear, balanced and
understandable

4 Disclosures should be consistant over time

5 Disclosures should be comparable among companies
within a sector, industry or portfolio

6 Disclosures should be reliable, veridiable and objective

7 Disclosures should be provided on a timely basis
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*Source: Task Force on Climate-related Financial Disclosures

Reporting on emissions

Companies are required to report on emissions. Direct
emissions are generated from sources owned and controlled
by the reporting company — e.g., transport fuels, heating
fuels and fugitive gases or emissions of GHG associated with
particular manufacturing processes. These emissions are
classified as scope 1.

Indirect emissions are also generated as a consequence of
the activities of the reporting company—but occur at sources
owned or controlled by another company. These include scope
2 and scope 3 emissions.
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Scope 2 includes the emissions associated with the
purchase of electricity, heat, steam and cooling. Companies
can identify these energy uses on the basis of utility bills or
metered energy consumption at facilities within the inventory
boundary.

The ISSB has agreed that a company disclosing scope 2
emissions would use the locations-based approach, which
emphasises the connection between consumer demand for
electricity and the emissions resulting from local electricity
production.

Within a particular geographic boundary and over a specified
time period, electricity output is aggregated and averaged.

Scope 3 emissions include entire value chain emissions. The
majority of total corporate emissions fall under this scope from
the goods it purchases to the disposal of the products it sells.

While Scope 1 and 2 emissions are within the control of the
company as they are operational, scope 3 emissions raise
business development and strategy questions pertaining to
products and services.

Companies using different methods can continue to use
these methods for measuring scopes for the first year and will
continue to align methods with The GHG Protocol.

Companies can also continue to be guided by the Global
Reporting Initiative (GRI) and European Sustainability Reporting
Standards (ESRS) to help assess and take responsibility for
their impacts and contribute to a more sustainable future using
a multi-stakeholder and investor-focused approach.

Further reading

Listed large companies will be required to report on these
from 1 January 2024. The date supports interoperability
with other jurisdictional sustainability requirements, such as
EU Sustainability Reporting Standards (ESRS) and the US
Securities and Exchange Commission.

The effective date for smaller companies will be later. While
there is no immediate requirement for sustainability reporting
for smaller companies, these companies should begin taking
action to assess their impact on the environment and society.

This will help to improve their own impact, but may also
be required if they are in the supply chains of larger in-scope
companies which require their suppliers to provide ESG-related
information.

There are many resources available to help small
companies in this regard. Good starting points are guides
such as Sustainability for Accountants and Sustainability
for Small Businesses, available in the Sustainability Centre
on charteredaccountants.ie and the Irish Government's
climatetoolkit4business.gov.ie.
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