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Are you ready to transition
from TCFD to IFRS S2?

We continue to have conversations with our clients about “readiness” to transition to the new |IFRS
Sustainability Disclosure Standards from the International Sustainability Standards Board (ISSB). The ISSB
has stated that companies may focus on climate-only disclosures the first year of transitioning to the new
standards. That means companies can use /FRS S2 Climate-related Disclosures Standard (IFRS S2) and
only the general reporting principles and climate-applicable requirements of IFRS S1 General Requirements
for Disclosure of Sustainability-related Financial Information (IFRS S1) for a year before moving to full use
of both.

To help clients decide if they are ready to move to IFRS S2, we’ve summarized the key differences between
IFRS S2 and the recommendations of the former Task Force on Climate-related Financial Disclosures (TCFD)
below. We’ve also provided some useful links to additional resources.

We note that readiness to move to IFRS S2 does not necessarily mean that companies are able to meet
all disclosure requirements. Similar to early TCFD reporting, we expect companies to report gaps and to
indicate where certain efforts are in process. Some companies may also decide to stick with TCFD for
another year.

New or Additional Requirements in IFRS S2 Compared to
TCFD Recommendations

Governance e How the body with ultimate oversight over climate ensures that the appropriate
skills and competencies are available to oversee strategies designed to respond to
climate-related risks and opportunities

e Climate-related remuneration for executives and management

Strategy e Current and anticipated adaptation and mitigation efforts, including how
companies are currently resourcing or plan to resource responses to climate-
related risks and opportunities: e.g., effects on financial position and performance
and cash flows for reporting period and over short, medium and long-term;
changes to production processes, products, and workforce; etc.

e Climate resilience details, including information on significant areas of uncertainty
for strategy resilience

e Financial information on carbon prices and capital deployment, including the
amount of capital expenditure, financing or investment deployed toward climate-
related risks and opportunities

e Climate transition plans (if applicable), including plans to achieve climate-related
targets and the use of carbon offsets

Are you ready to transition from TCFD to IFRS $2? 1


https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/ifrs-s2-climate-related-disclosures.html/content/dam/ifrs/publications/html-standards-issb/english/2023/issued/issbs2/
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/issb-standards/applying-ifrs-s1-reporting-only-climate-related-disclosures-accordance-ifrs-s2.pdf
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/ifrs-s1-general-requirements.html/content/dam/ifrs/publications/html-standards-issb/english/2023/issued/issbs1/
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/ifrs-s1-general-requirements.html/content/dam/ifrs/publications/html-standards-issb/english/2023/issued/issbs1/

Risk

e More detail on climate scenario analyses conducted, including:

Management o How the scenario analysis was carried out, including data sources, scope

of operations covered, which climate-related scenarios were used and why
(including which align with the latest international agreement on climate
change), time horizons, and key assumption details (climate-related policies in
jurisdictions in which a company operates, macroeconomic trends, national or
regional variables, energy usage and mix, and technology developments)

o Detail on how risks (physical and transition) and opportunities are integrated
into overall risk management processes and structures

e Amount and % of assets or business activities vulnerable to physical risks

e Amount and % of assets or business activities vulnerable to transition risks

e Amount and % of assets or business aligned with climate-related opportunities

e Amount of capital expenditure, financing or investment deployed towards
climate-related risks and opportunities

e Note: IFRS S2 requires that companies at a minimum update their climate-
related scenario analysis in line with their strategic planning cycle. However, an
assessment of the company’s resilience is required to be carried out annually
to reflect updated insight into the implications of climate uncertainty for the
company’s business model and strategy.

Metrics and e Scope 1, Scope 2 and Scope 3 greenhouse gas (GHG) emissions for the reporting

Targets

period following the GHG Protocol. Companies should include:

o Approach used (i.e., equity share or control approach) and the consolidated
account group to which the emissions pertain (e.g., parent and consolidated
subsidiaries or other boundaries)

o Absolute and intensity-based emission metrics expressed as metric tons of
carbon dioxide equivalents (MTCO,e)

o Separate disclosure of Scope 1and Scope 2 for (1) the consolidated accounting
group, and for (2) associates, joint ventures, unconsolidated subsidiaries or
affiliates not included in the consolidated accounting group

o Scope 2 emissions as reported on a location-based approach

o Scope 3 emissions, including information on the measurement approach,
inputs and assumptions. Companies must consider all 15 categories of Scope 3
emissions and disclose disaggregated emissions if material

e Companies with activities in asset management, commercial banking or insurance
required to disclose financed emissions, including absolute gross financed
emissions disaggregated by Scope 1, Scope 2 and Scope 3 (in some cases for each
industry by asset class) if applicable following the GHG Protocol and Partnership
for Carbon Accounting Financials (PCAF) Standard or comparable methodology

e Details on targets, including:
o If gross or net with gross is required

o How each was set, including how latest international agreements and their
conclusions, including jurisdictional commitments, have informed targets

Whether targets have been verified

How targets and performance against each are reviewed and monitored
over time

e The use of carbon credits and the reporting of gross (excluding the impact of
carbon credits) and net (including the effect of these credits) emissions
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Other Useful Links

e CSRD: Nearly all the climate-related disclosures in IFRS S2 are included in the European Sustainability
Reporting Standards (ESRS) under the EU’s Corporate Sustainability Reporting Directive (CSRD). See
ESRS-ISSB Standards Interoperability Guidance for more information.

NOTE: Alignment could change if the EU’s Omnibus is approved, which aims to streamline requirements for
applicable companies.

e GRI: In January 2024, the IFRS Foundation and GRI published “Interoperability considerations for GHG
emissions when applying GRI Standards and ISSB Standards,” which discusses areas of interoperability
between GRI 305: Emissions and IFRS S2. GRI is updating its energy and climate topic standards now
with new guidance anticipated sometime this year.

e CDP: CDP’s climate questions align with IFRS S2.
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https://www.ifrs.org/content/dam/ifrs/supporting-implementation/issb-standards/esrs-issb-standards-interoperability-guidance.pdf
https://commission.europa.eu/news/commission-proposes-cut-red-tape-and-simplify-business-environment-2025-02-26_en
https://www.ifrs.org/news-and-events/news/2024/01/new-resource-on-emissions-reporting-using-gri-and-issb-standards/
https://www.ifrs.org/news-and-events/news/2024/01/new-resource-on-emissions-reporting-using-gri-and-issb-standards/
https://www.cdp.net/en/about/framework-alignment
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Transparency by design

About |.abrador

Labrador exists to offer the science of transparency to corporations
wishing to communicate effectively with their readers.

Our experienced and passionate team is composed of attorneys,
designers, project managers, thinkers and web developers. We
collaborate together around a process that encompasses drafting,
editing, designing and publishing across all digital and print channels.

We are thrilled that communications prepared by Labrador have
contributed to trustful relationships between our clients and their
readers, whether investors, employees or other stakeholders.

In turn, our commitment to our clients has resulted in
meaningful long-term relationships with some of the most
respected public and private companies in the world.

contact-us@labrador-company.com
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