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Climate Disclosure is moving
from a voluntary activity to a
regulated one

Climate Disclosure is a subset of Sustainability Disclosure.
Specifically, Climate Disclosure is the publication of information
that details the risks and opportunities for a business caused by
climate change. These risks and opportunities are subdivided into
two categories:
1. Physical Risks
2. Other Business Risks caused by changes in regulation / policy
/ consumer demands / supply chains, etc.
Traditionally, sustainability reporting has been a voluntary
corporate activity. A variety of frameworks and tools have been
available for corporates to use over the years. Examples include
the:

We call on the
G7, guest nations
and partners to
commit to
supporting the
efforts of the
IFRS-ISSB.
I TF Impact TaskForce,
December 2021

1.
2.
3.
4.
5.
6.

Global Reporting Initiative (GRI)
Sustainability Accounting Standards Board (SASB)
UN Global Compact
UN Principles for Responsible Investment (PRI)
Climate Disclosure Project (CDP)
Taskforce for Climate Related Financial Disclosures (TCFD)

Other tools such as the GHG Protocol and the Science Based
Targets initiative (SBTi) have underpinned the climate sections of
sustainability frameworks. The choice of what framework and
tools to use was often at the discretion of Boards.
However, in 2021 we witnessed a strong push to introduce more
consistency into sustainability disclosure and the potential impact
of a changing climate on corporate value. This push has come at
the request of the financial markets, driven by investors' needs for
data in order to differentiate companies.
Of note were efforts by the US Securities Exchange Commission
(SEC), European Financial Reporting Advisory Group (EFRAG)
and the IFRS International Sustainability Standards Board (ISSB).
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Regulators are making significant investments to
develop Sustainability Disclosure Regulations
(SDRs)

The ISSB and SEC are in the final commenting stages. With plans to publish final rules in
2023. EFRAG is also scheduled to release its rules in 2023. ERC Evolution has reviewed
the Climate Disclosures Prototype by IFRS ISSB for its impact on the Defense and
Aerospace industries.
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Is your company prepared
for disclosure under ISSB
rules? The UK has
signalled mandatory use as
early as 2023.
The UK has declared that it expects the ISSB will
become a part of mandatory regulated market
disclosure for corporations within the next 2 or 3
years. Alongside that, certain FCA regulated firms
will have to follow TCFD disclosure, beginning in
2022.
Forty other nations have voiced support of the
ISSB, with Germany, Canada, the UK, and the US
hosting ISSB offices. While it is unlikely that the
EU will adopt ISSB due to the EFRAG initiative,
they have committed to compatibility between the
two systems. The US SEC's work is at a more
preliminary stage, with details to follow. However,
much of the ISSB methodology comes from SASB,
which was formed to support SEC disclosure.

What does the ISSB require
the Aerospace and Defense
Services Industry to
disclose?
The Aerospace and Defense Industry includes
companies that manufacture commercial aircraft,
aircraft parts, aerospace and defense products
as well as defense prime contractors.
The ISSB requires the Aerospace and Defense
Industry to report on two broad areas: energy
consumed and fuel economy.
The consumption of energy and its source (grid
or renewable) are to be reported in the
Accounting metrics category together with the
total revenue from the sale of alternative energy
related products, such as vehicles that use
renewable fuels.
The ISSB also requires companies to discuss
their planning strategy, particularly regarding the
reduction of greenhouse gas (GHG) and the
increase in fuel economy.

The (UK) government expects that
ISSB standards will form a core
component of the SDR framework,
and the backbone of its corporate
reporting element. The ISSB will
provide comprehensive and granular
corporate reporting standards for
sustainability, focused on information
which is material to investors.

UK Government,
October 2021
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ISSB Accounting and Activity Metric Disclosures
for the Aerospace & Defense Industry
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Total energy
consumed in
gigajoules (GJ)
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alternative
energy-related
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Percentage (%) of grid
electricity

Percentage (%) of renewable
electricity

Discussion of the approach
taken to:

• Increase fuel economy
• Reduce greenhouse
gas emissions

ACTIVITY METRICS
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Are you ready to report
your energy usage?
The ISSB requires Aerospace and Defense
Industry companies to report the total amount
of energy consumed and the percentage from it
that originated from grid electricity or from
renewable energy.
The scope of energy
consumed
includes
energy
externally
purchased and self-generated.
% of energy from grid = Energy consumed from
grid / Total energy consumed
% of energy from renewables = Energy
consumed from renewables / Total energy
consumed
Energy consumption from fuels and biofuels is
calculated using higher heating values (HHV),
also known as gross calorific values (GCV),
which are directly measured from the
Intergovernmental Panel on Climate Change
(IPCC), the US department of energy (DOE) or
the US energy Information Administration (EIA).
All energy data reported must be converted to
gigajoules (GJ).

Revenue from alternative
energy-related products
The ISSB requires the disclosure of the total
revenue from the sale of alternative energyrelated products. For example, vehicles or
components that use renewable fuel and
energy as their primary energy source.
Alternative energy and fuels include: renewable
fuel and energy such as wind, solar,
hydroelectric and biomass, hydrogen fuel and
fuel cells.
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The aerospace and defence
industry is committed to the
digital and green transition and
is investing significantly in
relevant capabilities

Mr Alessandro Profumo
President and CEO
ASD, Aerospace and Defence
Industries Association of
Europe

| 6

What is your planning
strategy?

The ISSB requires companies to discuss the
approach taken to increase fuel economy and
reduce greenhouse gas (GHG) emissions of
their products.
The planning strategy must embrace existing
products and technologies and also factor in
the introduction of new technologies.
Research and development and partnerships
with other companies, institutions and/or
customers will also be incorporated into the
plan of action.
Measurements of fuel efficiency improvements
can also be disclosed.

In 2009, the International Air
Transport Association (IATA) put in
place strategic targets for aviation,
including carbon-neutral growth
from 2020 and a reduction in net
aviation CO2 emissions of 50% by
2050, relative to 2005 levels.
However, without decarbonization,
aviation emissions could grow 3.6
times the emissions generated in
2005 and be responsible for 22%
of the planet’s total emissions by
2050.
( De lo it t e , 2 0 2 0 )
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Further References
GRI: https://www.globalreporting.org
UN Global Compact: https://www.unglobalcompact.org
UN PRI: https://www.unpri.org
CDP: https://www.cdp.net/en
Value Reporting Foundation: https://www.valuereportingfoundation.org
TCFD: https://www.fsb-tcfd.org
US SEC: https://www.sec.gov/sec-response-climate-and-esg-risks-and-opportunities
EFRAG: https://www.efrag.org/Activities/2010051123028442/Sustainability-reporting-stand-ards-roadmap
ISSB: https://www.ifrs.org/groups/international-sustainability-standards-board

ERC Evolution Supports Companies Preparing for ISSB
Disclosure.
Please get in touch to find out how our team can help your
company prepare for the regulator and investor led demands of
climate change disclosure.

