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What do the two standards require?
S1 sets the scene asking for disclosures on all material sustainability-related risks and opportunities that
could affect a company’s prospects (cash flow, cost of capital and access to finance).

What are its key concepts?
Materiality Information is material where its disclosure is so important that by omitting, misstating, or
obscuring it, it could reasonably be expected to alter the investment decision.

Stakeholder view: Companies need to consider their interactions with stakeholders, society, the
economy and the natural environment through their whole value chain.

Industry-specific disclosures: are required. As a source of inspiration, there are examples to help
companies understand the kind of information they should provide related to their industry and S1
refers users to the subset of Environmental, Social, and Governance (SASB) standards. The SASB
standards, under stewardship of the ISSB, enable organisations to provide industry-based disclosures
about sustainability-related risks and opportunities.

The standard requires companies to report under S1 as part of their general reporting package, and
emphasises the need for consistency and connectivity with financial reporting. There should be
uniformity of assumptions for accounting, where relevant, between sustainability reporting and
financial statements.

S2 sets out the disclosures needed for material climate-related physical risks, transition risks and
opportunities.

S2 is built on the same four pillars as the Task Force on Climate-related Financial Disclosures (TCFD)
recommendations. Here are the key points relating to each:

Governance Strategy

Information that enables investors to understand Information that enables investors to

the governance processes, controls and procedures understand a company’s strategy for managing
a company uses to monitor, manage and oversee sustainability-related risks and opportunities.
sustainability-related risks and opportunities.

Risk management Metrics and targets

Information around a company’s processes to Information on a company’s performance in relation to

identify, assess, prioritise and monitor sustainability-related risks and opportunities, including

sustainability-related risks and opportunities. progress towards any targets the company has set, or
any targets it is required to meet by law or regulation.

Global implementation
The ISSB’s goal is to encourage companies around the world to implement the new standards either
through compliance or by voluntary adoption.

On 25 July, I0SCO (the International Organization of Securities Commissions) announced its endorsement


https://www.frc.org.uk/getattachment/0079d012-0730-4357-b6bc-22f2ddb66606/FRC-LAB-SASB-Snapshot-2021.pdf#:~:text=SASB%20Standards%20identify%20the%20subset%20of%20Environmental%2C%20Social%2C,worldwide%2C%20are%20maintained%20by%20the%20Value%20Reporting%20Foundation.
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of the ISSB standards. In doing so, it called on the 130 IOSCO member jurisdictions, that regulate more
than 95% of the world’s financial markets, to consider how they might apply or be informed by the
standards. This is clearly a significant step towards a common language for global sustainability
reporting.

The UK (and many other countries including Canada, Japan and Singapore) is considering adopting the
ISSB standards. In turn, the ISSB is actively discussing global uptake of the new framework with various
regulators. The UK Government has shown support for the ISSB and will be establishing a mechanism
for UK endorsement and adoption of the standards as part of the Sustainability Disclosure
Requirements regime, with a timeline for implementation expected imminently.

Once available for use in the UK, it is the FCA’s intention to update its climate-related disclosure rules to
reflect the ISSB standards.

Interaction with other frameworks

Our clients often ask how the various standards overlap, or where they can save time in the reporting
process. When adopting the ISSB’s standards, companies will need to consider other requirements
based on jurisdiction and size. There may be differences between frameworks, but there will also be
vast overlaps which should reduce the reporting burden and facilitate far more useful information for
key stakeholders.

In creating these standards, the ISSB has consolidated many existing frameworks including the Climate
Disclosure Standards Board (CDSB) and the Value Reporting Foundation (Integrated Reporting
Framework and SASB Standards).

The standards build on the existing TCFD framework, with which we are already familiar. Companies will
be pleased to know that in adopting S1 and S2, they will already meet the requirements of TCFD, so
reducing the reporting ‘alphabet soup’. The ISSB will now be responsible for monitoring the TCFD.

The ISSB also works closely with the Global Reporting Initiative (GRI) in developing these standards. The
collaboration aims to ensure compatibility and interconnectedness between the ISSB’s investor-focused
sustainability information that meets the needs of the capital markets, and the GRI’s information that
serves a broader range of stakeholders. This work will not only lessen reporting requirements for
companies but also harmonise sustainability reporting at an international level.

The standards also work well with other accounting frameworks like US GAAP and UK GAAP, so are truly
considered to be a global baseline that’s easy to adopt regardless of your existing reporting framework.

Interaction with other frameworks

But companies (especially large multinationals operating cross-border) will still face the challenge of
navigating overlapping but non-identical disclosure regimes. The EU, for example, has adopted the
Corporate Sustainability Reporting Directive requiring in-scope EU-based entities, and non-EU entities
operating in the EU, to make extensive sustainability disclosures aligned with the European
Sustainability Reporting Standards (ESRS).

It’s expected that the ESRS will apply in a phased manner from January 2024. The ISSB has said it is
working closely with EU authorities to align its own and the ESRS’s disclosure requirements to make
them as interoperable as possible. Despite this, differences like ‘double materiality’ remain.
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