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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 IT Industry.
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Under ISSB draft rules,
the amount of energy and
water consumption must be
disclosed.

In November 2021, the ISSB published prototype
disclosure requirements for the Software & IT
Services Industry.
They required that the total amount of energy and
water consumed are reported, as well as the total
service downtime, either planned or unplanned.
Software and IT Service companies are requested
to take into consideration the impact of
environmental factors and regulations in their
decision making and forward planning. As part of
this process, they need to set up precautionary
measures that will allow them to reduce losses
caused
by
technology
disruptions
and
performance issues.

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 draft rules adopt
TCFD methodology, and are looking to align
Climate Disclosure as part of the 10-K filing
process
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What does the ISSB require
the Software & IT Services
Industry to disclose?
Disclosure for the IT industry is subdivided into two
areas: the hardware infrastructure and the
management of technology disruptions. For each
of these, the ISSB requests for information on two
broad categories:

1. Accounting Metrics: These report key risks and
opportunities.
2. Activity Metrics: These "quantify the scale of an
entity's activities and are intended for use in
conjunction with accounting metrics to normalise
data and facilitate comparison".
As an example, for Software & IT Services
companies, the core Accounting Metric topics are:
• Energy Consumed
• Water Consumed
• Performance Issues and
Service Disruptions

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 Metric Disclosures
for the Software & IT Services Industry

Environmental
Footprint

Systemic Risk from
Technology
Disruptions

Energy

Service Disruptions

Report the total energy
consumed and the
percentage of it coming
from grid electricity and
from renewables

Water

Report the number of total
customer downtime
(planned or unplanned) in
licence-days

Business continuity
risks

Report total water
Discuss the business
withdrawn and consumed
continuity risks associated
and the percentage of
with disruptions of
each in regions of high or
operations and the actions
extremely high baseline
to be taken
water stress

Strategic planning
Discuss the integration of environmental
considerations into strategic planning for the future
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Are you ready to report
your energy usage?
The ISSB requires the quantification, in
gigajoules (GJ), of the total amount of energy
consumed. This includes both energy
purchased from external sources and selfgenerated energy. Some examples are:
purchased electricity and heating, cooling and
steam energy.
The percentage of energy consumed from grid
energy and from renewable energy must be
disclosed as percentages of the total.
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).

Water Matters
The total amount of water withdrawn and the
total amount of water consumed must be
reported in thousands of cubic meters.
Water can be withdrawn from multiple sources
(surface water such as rivers, lakes and
oceans, groundwater, collected rainwater,
wastewater, water utilities, etc.). In such cases,
the portions can be disclosed by source.
In regions the ISSB requests to report the
percentage of both amounts.
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Most of the world’s Internet
Protocol (IP) traffic goes through
data centres.
Global data centre electricity use in
2020 was 200-250 TWh1, or
around 1% of global final electricity
demand. This excludes energy
used for cryptocurrency mining,
which was ~100 TWh in 2020.

International Energy Agency
(IEA, 2021)
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Downtime Consideration
The ISSB requests the disclosure of the
number of performance issues and service
downtime in the provision of cloud-based
services. This includes planned and unplanned
downtime caused by technical failures,
programming errors, cyber attacks, weather
events, or natural disasters.
Total Customer Downtime (TCD) should be
reported in licence-days and it can be
calculated using the following formula:

TCD = ID x N
ID: Interruption duration
N: Number of licences affected

The European Commission
recognises the enabling role the ICT
sector can play by for example
rendering buildings more energy
efficient or improving the functioning
of the electricity grid and managing
water. Nevertheless the European
Commission is also aware that the
sector itself is responsible for carbon
emissions which are rapidly growing
and should be kept to a minimum.

European Commission
Information Society
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Looking to the future
The impact of environmental factors and
regulations, such as energy efficiency
standards and carbon legislation, must be
assessed and integrated into the business
planning process.
Energy and water usage are key
environmental aspects that should be
considered, evaluated, and developed for
decision making and forward planning.
As part of this process, precautionary
measures are to be considered to reduce
the potential loss caused by technology
disruptions and performance issues.
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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.

