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Comments on the Exposure Draft

Amendments to Greenhouse Gas Emissions Disclosures
—Proposed amendments to IFRS S2

1. The Sustainability Standards Board of Japan (“we”) welcome the opportunity to
provide our comments on the International Sustainability Standards Board (ISSB)’s
Exposure Draft Amendments to Greenhouse Gas Emissions Disclosures—Proposed
amendments to IFRS S2 (“the Exposure Draft”), published in April 2025.

2.  Our comments can be summarised as follows:

Measurement and Disclosure of Scope 3 Category 15 Greenhouse Gas Emissions

(a) We think the types of emissions to be included in Category 15 when applying
IFRS S2 are unclear, particularly when IFRS S2 were to reference only the
definition of Category 15 in the Greenhouse Gas Protocol Corporate Value Chain
(Scope 3) Accounting and Reporting Standard (2011) (“the GHG Protocol
Corporate Value Chain Standard”) but not the types of emissions that shall and
may be included. We think that it is impossible to define all the types of
emissions that can potentially be included in Category 15 when applying IFRS
S2 and note that this would be extremely challenging for assurance and
enforcement purposes. Accordingly, we agree with the proposal in the
Exposure Draft to limit the emissions to be mandatorily reported to financed

emissions and to make any other type of emissions to be reported optionally.
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(b)

(©)

(d)

We agree with the proposal in the Exposure Draft to permit the entity to exclude
certain derivatives. Entities use various derivatives for various reasons, and the
related accounting standards typically allow optional treatments (such as hedge
accounting). We also note that the accounting treatment can differ depending
on the accounting standards applied by the entity.

In order to ensure comparability among entities, assuming that Category 15
emissions are material emissions within Scope 3, we suggest that the ISSB
include an explicit requirement in I[FRS S2 to require that a subtotal for financed
emissions should be presented whenever an entity includes other types of
emissions in addition to financed emissions in Category 15. This would allow
users of sustainability-related financial disclosures to compare the emissions
from financed emissions on a consistent basis and enhance comparability among
entities.

We think disclosures should focus on emissions that are included in Scope 3
Category 15, rather than those excluded from Category 15. We suggest that the
ISSB require the entity to qualitatively describe what types of emissions were
included in Category 15 and the entity’s policy in determining the types of
emissions to be included. Specifically, we suggest that the ISSB require the
entity to disclose the description regarding:

(i)  derivatives that were included in financed emissions and the entity’s policy
to determine which derivatives to include in financed emissions, instead
of requiring disclosure of the derivatives that were excluded from financed

emissions; and

(ii) emissions that were included in Category 15 in addition to financed
emissions and the entity’s policy to determine which types of emissions to
include in Category 15, instead of requiring disclosure of the types of
emissions that were excluded from Category 15 and the “amounts” that

indicate their magnitude.
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Use of Global Industry Classification Standard (GICS) in Applying Specific

Requirements Related to Financed Emissions

(a) Regarding the proposals related to the use of GICS in applying specific
requirements related to financed emissions, we suggest that the ISSB require an
entity to select an industry-classification system that enables it to classify
counterparties in a manner that results in information useful to users of
sustainability-related financial disclosures and to provide an explanation of the
basis for selecting that specific industry-classification system. The assumption
is that the entity will select an industry-classification system that is well known
and that the entity will not develop an industry-classification on its own, which
may be GICS depending on the circumstances. We think that the ISSB should
focus on achieving the most relevant industry-based financed emissions

disclosures from the perspective of the reporting entity.

3. For our comments on the specific questions on the Exposure Draft, please refer to

the Appendix to this letter.

4.  We hope our comments are helpful for the ISSB’s consideration. If you have any

questions, please feel free to contact us.

Yours sincerely,

 Rawanishe
sunobu Kawanishi
Chair
Sustainability Standards Board of Japan
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Question 1 — Measurement and disclosure of Scope 3 Category 15
greenhouse gas emissions

The ISSB proposes to permit entities to limit their disclosure of Scope 3 Category 15
greenhouse gas emissions. This limitation would permit entities to exclude some of
their Scope 3 Category 15 greenhouse gas emissions, including those emissions
associated with derivatives, facilitated emissions and insurance-associated emissions,
when measuring and disclosing Scope 3 greenhouse gas emissions in accordance with
paragraph 29(a)(i)(3) of IFRS S2.

(a) The ISSB proposes to add paragraph 29A(a), which would permit an entity to limit
its disclosure of Scope 3 Category 15 greenhouse gas emissions to financed
emissions, as defined in IFRS S2 (being those emissions attributed to loans and
investments made by an entity to an investee or counterparty). For the purposes of
the limitation, the proposed paragraph 29A(a) would expressly permit an entity to
exclude greenhouse gas emissions associated with derivatives.

Consequently, this paragraph would permit an entity to exclude emissions
associated with derivatives, facilitated emissions or insurance-associated emissions

from its disclosure of Scope 3 greenhouse gas emissions.

The proposed amendment would not prevent an entity from choosing to disclose
greenhouse gas emissions associated with derivatives, facilitated emissions or

insurance-associated emissions should it elect to do so.

Paragraphs BC7-BC24 of the Basis for Conclusions describe the reasons for the

proposed amendment.
Do you agree with the proposed amendment? Why or why not?

(b) The ISSB also proposes to add paragraph 29A(b), which would require an entity
that limits its disclosure of Scope 3 Category 15 greenhouse gas emissions, in
accordance with the proposed paragraph 29A(a), to provide information that
enables users of general purpose financial reports to understand the magnitude of
the derivatives and financial activities associated with the entity’s Scope 3 Category
15 greenhouse gas emissions that are excluded. Therefore, the ISSB proposes to
add:
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Question 1 — Measurement and disclosure of Scope 3 Category 15
greenhouse gas emissions

* paragraph 29A(b)(i) which would require an entity that has excluded
derivatives from its measurement and disclosure of Scope 3 Category 15

greenhouse gas emissions to disclose the amount of derivatives it excluded; and

* paragraph 29A(b)(ii) which would require an entity that has excluded any other
financial activities from its measurement and disclosure of Scope 3 Category
15 greenhouse gas emissions to disclose the amount of other financial activities

it excluded.

The term ‘derivatives’ is not defined in IFRS Sustainability Disclosure Standards,
and the ISSB does not propose to define this term. As a result, an entity is required
to apply judgement to determine what it treats as derivatives for the purposes of
limiting its disclosure of Scope 3 Category 15 greenhouse gas emissions, in
accordance with the proposed paragraph 29A(a). The proposed paragraph 29A(b)(i)
would require an entity that has excluded derivatives from its measurement and
disclosure of Scope 3 Category 15 greenhouse gas emissions to explain the

derivatives it excluded.

Paragraphs BC7-BC24 of the Basis for Conclusions describe the reasons for the

proposed disclosure requirements.

Do you agree with the proposed disclosure requirements? Why or why not?

(Types of Emissions to be Included in Category 15)

1.

We think the types of emissions to be included in Category 15 when applying IFRS
S2 are unclear, particularly when IFRS S2 were to reference only the definition of
Category 15 in the GHG Protocol Corporate Value Chain Standard but not the types
of emissions that shall and may be included in Category 15 in accordance with the
GHG Protocol Corporate Value Chain Standard. Our understanding is that the

lack of clarity gave rise to this Exposure Dratft.

As discussed at the May 2025 Sustainability Standards Advisory Forum (SSAF)
meeting, we think it is impossible to define all the types of emissions that can
potentially be included in Category 15 when applying IFRS S2.  We note that this

would be extremely challenging for assurance and enforcement purposes.
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Accordingly, we agree with the proposal in the Exposure Draft to limit the
emissions to be mandatorily reported to financed emissions and to make any other

type of emissions to be reported optionally.

(Permitting the Exclusion of Derivatives from Financed Emissions)

3.

We agree with the proposal in the Exposure Draft related to permit the entity to
exclude certain derivatives from financed emissions. Entities use various
derivatives for various reasons, and the related accounting standards typically allow
optional treatments (such as hedge accounting). We also note that the accounting

treatment can differ depending on the accounting standards applied by the entity.

(Subtotal for Financed Emissions in Category 15)

4.

As stated in paragraph 2 of the Appendix of this comment letter, we agree with the
proposal in the Exposure Draft to limit the emissions to be mandatorily reported to
financed emissions and to make any other type of emissions to be reported
optionally.

Having said that, we think the optionality makes it difficult to compare and
distinguish between entities that disclose financed emissions only in Category 15
and those that disclose other types of emissions in addition to financed emissions in
Category 15. Accordingly, assuming that Category 15 emissions are material
emissions within Scope 3, we suggest that the ISSB include an explicit requirement
in IFRS S2 to require that a subtotal for financed emissions should be presented
whenever an entity includes other types of emissions in addition to financed
emissions in Category 15. We think this should be an explicit requirement rather
than relying on the Aggregation and Disaggregation requirements in paragraphs
B29-B30 of IFRS S1, in order to allow users of sustainability-related financial
disclosures to compare the emissions from financed emissions on a consistent basis

and enhance comparability among entities.

We note that distinguishing between financed emissions and other types of
emissions in Category 15 is consistent with the views presented in the Partnership
for Carbon Accounting Financials (PCAF) Standard!, which states that facilitated

! PCAF (2022). The Global GHG Accounting and Reporting Standard Part B: Facilitated Emissions
and Part C: Insurance-Associated Emissions.
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emissions or insurance-associated emissions and financed emissions should be

reported separately within Category 15.

(Focus on Disclosure of Emissions Included Rather than Those Excluded)

7.

As stated in paragraph 2 of the Appendix of this comment letter, we think it is
impossible to define all the types of emissions that can potentially be included in
Category 15. It follows that it would be extremely challenging to require entities
to disclose the types of emissions that were excluded from Category 15. We think
disclosures should focus on emissions that are included in Category 15, rather than

those excluded from Category 15.

We suggest that the ISSB require the entity to qualitatively describe what types of
emissions were included in Category 15 and the entity’s policy in determining the
types of emissions to be included. Specifically, we suggest that the ISSB require
the entity to disclose the description regarding:

(a) derivatives that were included in financed emissions and the entity’s policy to
determine which derivatives to include in financed emissions, instead of
requiring disclosure of the derivatives that were excluded from financed

emissions; and

(b) emissions that were included in Category 15 in addition to financed emissions
and the entity’s policy to determine which types of emissions to include in
Category 15, instead of requiring disclosure of the types of emissions that were

excluded from Category 15 and the “amounts” that indicate their magnitude.

We think that the ISSB should not proceed with the proposal to require disclosures
of “amounts” related to emissions excluded, because the concept of “amount” is
unclear. We question the usefulness of the example referring to revenues, as there

is no direct relationship between the revenue amount and the related emissions.

(Relationship with Additional Financed Emission Disclosures)

10. IFRS S2 requires additional disclosures related to financed emissions when the

entity engages in asset management, commercial banking or insurance activities.
The required disclosures include information about the amount of assets under
management (AUM) (paragraph B61 of IFRS S2) and gross exposure (paragraphs
B62 and B63 of IFRS S2) included in the financed emissions calculation. It is
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unclear whether excluded derivatives should be included in the calculation of these
amounts and we suggest that the ISSB clarify this point.

(References to Financed Emissions in IFRS S2)

11. Paragraph 29(a)(vi)(2) of IFRS S2 requires additional disclosures related to
financed emissions when the reporting entity engages in asset management,
commercial banking or insurance activities. Our understanding is that financed
emissions from these activities are a subset of financed emissions that are to be
reported in Category 15. However, we observe that some are reading the proposal
in the Exposure Draft that Category 15 would include only emissions arising from
these activities. We suggest that the ISSB clarify this point to avoid any

misunderstanding.
(Time Limit for the Relief)

12. As discussed at the May 2025 SSAF meeting, some have suggested that the ISSB
provide a time limit for the relief. On this point, our understanding is that the
revision of the Greenhouse Gas Protocol: A Corporate Accounting and Reporting
Standard (2004) (“the GHG Protocol Corporate Standard”) is currently underway
and that whenever the revised GHG Protocol Corporate Standard is issued, the ISSB
will consider whether to update the reference in IFRS S2.  We think the ISSB should
not revisit the relief proposed in the Exposure Draft in isolation but to consider the
relief together when the GHG Protocol Corporate Standard is revised in the near

future.

Question 2 — Use of the Global Industry Classification Standard in
applying specific requirements related to financed emissions

Paragraphs 29(a)(vi)(2) and B62-B63 of IFRS S2 require entities with commercial
banking or insurance activities to disclose additional information about their financed
emissions. These entities are required to use the Global Industry Classification
Standard (GICS) for classifying counterparties when disaggregating their financed

emissions information in accordance with paragraphs B62(a)(i) and B63(a)(i) of IFRS
S2.

(a) The ISSB proposes to amend the requirements in paragraphs B62(a)(i) and
B63(a)(i) of IFRS S2 and to add paragraphs B62A-B62B and B63A-B63B that
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Question 2 — Use of the Global Industry Classification Standard in
applying specific requirements related to financed emissions

would provide relief to an entity from using GICS in some circumstances. Under
the proposals, an entity can use an alternative industry-classification system in
some circumstances when disaggregating financed emissions information disclosed
in accordance with paragraphs B62(a)-B62(b) and B63(a)-B63(b) of IFRS S2.

Paragraphs BC25-BC38 of the Basis for Conclusions describe the reasons for the
proposed amendment.

Do you agree with the proposed amendment? Why or why not?

(b) The ISSB also proposes to add paragraphs B62C and B63C to require an entity to
disclose the industry-classification system used to disaggregate its financed
emissions information and, if the entity does not use GICS, to explain the basis for

its industry-classification system selection.

Paragraphs BC25-BC38 of the Basis for Conclusions describe the reasons for the

proposed disclosure requirements.

Do you agree with the proposed disclosure requirements? Why or why not?

(Our Concerns Regarding the Proposed Hierarchy)

13. We support the ISSB’s efforts to address challenges in applying the requirement to
use GICS. However, we have concerns with the proposed hierarchy set out in

paragraphs B62B and B63B of the Exposure Draft for the reasons described below.

Prioritising the Use of GICS

14. The proposed hierarchy set out in paragraphs B62B and B63B of the Exposure Draft
is designed to prioritise the use of GICS to the extent possible. We are not

convinced with this prioritisation, for the following reasons:

(a) Because GICS was not developed for the disclosure of sustainability-related
financial information, using GICS does not necessarily result in the most
relevant financed emissions disclosures compared to other industry-
classification systems;
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(b) Even if the entity has already used GICS, the purpose and scope of its use may
vary. Accordingly, applying GICS for the reporting entity’s sustainability-
related financial information, solely because it has been used by one part
within the group for whatever reason, may not result in the most relevant
disclosures. We also highlight that this practice would run counter to well-
established principles of corporate reporting, whereby accounting policies are
generally established by the parent entity, rather than being established by the

practice of a subsidiary or particular part of an entity; and

(c) Practical challenges have been identified in applying GICS. Among others,

constituents in our jurisdiction have expressed concerns noting that:

(1) GICS does not provide classification codes for companies that are not
listed;

(i1) There are difficulties in classifying counterparties using the latest version
when GICS codes are updated, particularly when they are updated near
the end of the reporting period; and

(ii1) Even in cases where the entity has already entered into a licensing
agreement to use GICS, depending on the arrangement, the cost may
increase due to the expansion of the scope of using GICS. There is also

a potential for fees to increase when contracts are renewed in the future.

The Industry-Classification System Used to Meet a Jurisdictional or Exchange

Requirement

15. We have concerns regarding the use of an industry-classification system used to meet

a jurisdictional or exchange requirement for the following reasons:

(a) An entity within the group (say, a foreign subsidiary) may be subject to
jurisdictional or exchange requirements to use a specific industry-classification
system. Based on the proposals in the Exposure Draft, the reporting entity
may be required to use that specific industry-classification system for all
entities that comprise the reporting entity. Applying such an industry-
classification system to the reporting entity in its entirety may not result in the

most relevant disclosures; and

(b) Multiple entities within the group may be subject to jurisdictional or exchange

requirements. Based on the proposals in the Exposure Draft, the reporting
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entity would be required to choose one industry-classification system and
apply that industry-classification system to all entities that comprise the
reporting entity. Applying such an industry-classification system to the

reporting entity in its entirety may not result in the most relevant disclosures.

Our Proposal Regarding the Industry-Classification System

16.

17.

18.

19.

20.

We think that an industry-classification system to be used for the purpose of
sustainability-related financial disclosures should be selected based on the relevance
of the information from the perspective of the reporting entity (that is, the
consolidated group). It is reasonable to assume that an entity would provide the
most relevant sustainability-related financial information by using an industry-
classification system selected with reference to the industry-classification system
used by an entity or entities within the group that hold significant investments, such

as the parent company or a financial subsidiary.

However, we are concerned that, as stated in paragraphs 14 and 15 of the Appendix
of this comment letter, based on the hierarchy proposed in the Exposure Draft, the
reporting entity may not always be able to select the industry-classification system

that is most relevant from the perspective of the reporting entity.

Considering the concerns described above, we suggest that the ISSB require an entity
to select an industry-classification system that enables it to classify counterparties in
a manner that results in information useful to users of sustainability-related financial
disclosures and to provide an explanation of the basis for selecting that specific
industry-classification system. The assumption is that the entity will select an
industry-classification system that is well known and that the entity will not develop
an industry-classification on its own, which may be GICS depending on the

circumstances.

Under our proposal, reporting entities would be required to apply paragraphs
B62B/B63B(d) of the Exposure Draft without considering the industry-classification
systems described in paragraphs B62B/B63B(a)-(c) of the Exposure Draft and to
provide explanation in accordance with paragraph B62C/B63C of the Exposure Draft.

Our understanding is that the proposed hierarchy is intended to achieve comparability
to the extent possible by prioritising the use of GICS. However, the degree of
comparability that can be achieved under the Exposure Draft’s proposals would be

limited, given the current diversity in the use of GICS and industry-classification

11/ 15



@ S S BJ Appendix

21.

systems required by jurisdictional authorities or exchanges on which the entity is
listed.

If that is the case, we think that the ISSB should focus on achieving the most relevant
industry-based financed emissions disclosures from the perspective of the reporting
entity. Furthermore, we think that a reasonable degree of comparability will be
achieved by requiring entities to select an industry-classification system that is well

known.

Granularity of Industry-Based Financed Emissions Disclosures

22.

23.

24.

We think there can be diversity in the granularity of information when reporting
entities directly apply paragraphs B62B/B63B(d) of the Exposure Draft. To address
this potential diversity, we think that the ISSB should consider adding requirements
within IFRS S2 to specify the appropriate level of granularity for the industry
classification.

We are of the view that the classification based on the GICS 6-digit industry-level
code (74 categories) in all cases would be too granular to provide useful information
for users of sustainability-related financial disclosures. Instead, we propose that the

ISSB set a minimum number of industry categories to be disclosed by entities.

For example, GICS provides a 2-digit level classification comprising 11 sectors and
a 4-digit level classification comprising 25 industry groups. In addition, the TCFD
Recommendation refers to 18 industries and the Sustainable Industry Classification
System (SICS) refers to 11 sectors. Based on these numbers, we think reporting
entities should report on at least around 10 to 20 sectors.  We note that entities would
be required for more granular information in accordance with the Aggregation and

disaggregation requirements in paragraphs B29—-B30 of IFRS S1 for specific sectors.
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Question 3— Jurisdictional relief from using the GHG Protocol
Corporate Standard

The ISSB proposes to amend paragraphs 29(a)(ii) and B24 of IFRS S2 to clarify the
scope of the jurisdictional relief available if an entity is required by a jurisdictional
authority or an exchange on which it is listed to use a method other than the
Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard (2004) to
measure greenhouse gas emissions for a part of the entity. The amendment would
clarify that this relief, which permits an entity to use a different method for measuring
greenhouse gas emissions, is available for the relevant part of the entity when such a
jurisdictional or exchange requirement applies to an entity in whole or in part, for as

long as that requirement is applicable.

Paragraphs BC39-BC43 of the Basis for Conclusions describe the reasons for the

proposed amendment.

Do you agree with the proposed amendment? Why or why not?

25. We agree with the proposals regarding the jurisdictional relief from using the GHG
Protocol Corporate Standard as well as the basis for such proposal stated in the

Exposure Draft.

Question 4— Applicability of jurisdictional relief for global warming
potential values

The ISSB proposes to amend paragraphs B21-B22 of IFRS S2 to extend the
jurisdictional relief in the Standard. The ISSB proposes that if an entity is required, in
whole or in part, by a jurisdictional authority or exchange on which it is listed to use
global warming potential (GWP) values other than the GWP values that are required
by paragraphs B21-B22 of IFRS S2, the entity would be permitted to use the GWP
values required by such a jurisdictional authority or an exchange for the relevant part

of the entity, for as long as that requirement is applicable.

Paragraphs BC44-BC49 of the Basis for Conclusions describe the reasons for the

proposed amendment.
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Question 4— Applicability of jurisdictional relief for global warming
potential values

Do you agree with the proposed amendment? Why or why not?

26. We agree with the proposals regarding applicability of jurisdictional relief for global
warming potential values as well as the basis for such proposal stated in the Exposure
Draft.

Question 5— Effective date

The ISSB proposes to add paragraphs C1A—C1B which would specify the effective
date of the amendments. The ISSB expects the amendments would make it easier for
entities to apply IFRS S2 and would support entities in implementing the Standard.
Consequently, the ISSB proposes to set the effective date so that the amendments

would be effective as early as possible and to permit early application.

Paragraphs BC50-BC51 of the Basis for Conclusions describe the reasons for the

proposal.

Do you agree with the proposed approach for setting the effective date of the
amendments and permitting early application? Why or why not?

27. Our understanding is that some of the proposals in the Exposure Draft, such as
additional disclosures regarding excluded derivatives and financial activities and the
industry-classification based on the proposed hierarchy, may require entities to make
changes to their existing disclosure practices or works in the process of

implementation.

28. While we have included some recommendations in this comment letter to help reduce
the burden on entities in relation to some proposals in the Exposure Draft, we think
that the ISSB should set an appropriate effective date that allows sufficient time for
entities to prepare for the changes, especially if the ISSB decides to proceed with all
or part of these proposals in the Exposure Draft. We also think time is needed for

jurisdictions around the world to endorse or incorporate into their local requirements
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the amendments resulting from this Exposure Draft.

29. We think that the need for the urgency of the amendments would be addressed by

allowing entities early application of the amendments.

Question 6—0ther comments

Do you have any other comments on the proposals set out in the Exposure Draft?

30. We do not have any other comments.

[End of Document]
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