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Message from Chairman 

 

It is with great pride and a deep sense of responsibility that I present the Exposure Drafts 

of Nepal Financial Reporting Standards (NFRS) S1: General Requirements for Disclosure 

of Sustainability-related Financial Information and Nepal Financial Reporting Standards 

(NFRS) S2: Climate-related Disclosures-our nation’s first comprehensive framework for 

sustainability-related financial disclosures. These exposure draft of the standards mark a 

historic step in Nepal’s journey toward transparent, comparable, and decision-useful 

sustainability reporting. 

The global financial ecosystem is evolving rapidly. From the IFRS Sustainability Disclosure 

Standards (ISSB Standards) to the European CSRD, from the US SEC’s climate rules to the 

BRSR mandate in India, sustainability reporting has moved from the margins to the 

mainstream. Investors, regulators, and citizens now demand transparency, not only on 

financial returns but also on climate risks, environmental impact, and long-term resilience. 

To ensure Nepal is not a follower but a thoughtful adopter, the ASB Nepal entered into a Joint 

Collaboration Agreement with the International Finance Corporation (IFC), seeking their 

technical support to develop NFRS S1 and NFRS S2 Standards, that are both globally informed 

and locally grounded. 

A dedicated NSRS Committee, comprising of regulators from diverse fields and experts, 

held ten rigorous meetings to deliberate on every aspect of the draft standards. Following 

the Board’s prescribed due process for standard formation, the initial draft was placed 

before the Board, and members were given thirty days to share their insights and concerns. 

Every comment was received with gratitude, discussed with care, and brought back to the 

Committee for thoughtful reconsideration. It was only then that the Committee formally 

recommended the release of this Exposure Draft for public consultation. 

The Board has since reviewed and approved the release of these Exposure Drafts. For the 

next two (2) months, the Exposure Drafts will be available on our website, during which we 

warmly invite all the stakeholders from every government entities, regulators, 

implementors, practitioners, preparers, auditors, investors, students and the public to share 

their thoughtful comments and inputs. Your voice will not merely be recorded; it will be 

woven into the final Standards that guide Nepal toward a more transparent, accountable, 

and sustainable future. 

It is in that spirit of shared endeavor that I offer these exposure drafts with humility, with 

hope, and with the belief that the best frameworks are not handed down, but built together. 

Together, let us build a reporting framework that serves both the economy and the planet. 

 

Sunir Kumar Dhungel, FCA 

Chairman 

Accounting Standards Board, Nepal 

 

 



 

 

Message  

Some journeys begin with a single meeting, this one began with a clear conviction: that Nepal’s 

businesses must build the capacity to communicate sustainability-related information in a way that 

is decision-useful, consistent, and credible. 

On behalf of the Nepal Sustainability Reporting Standards Development Committee, I am honored to 

present the Exposure Drafts of Nepal Financial Reporting Standards (NFRS) S1: General 

Requirements for Disclosure of Sustainability-related Financial Information and NFRS S2: 

Climate-related Disclosures. These exposure drafts are not merely technical documents, they 

represent months of meaningful dialogue, thoughtful deliberation and collective judgement by a 

dedicated multi-stakeholder committee. 

At the outset, we recognized the magnitude of the task ahead. As Chair of Accounting Standards 

Board, Nepal (Seventh Term), a critical first step was to bring together key ministries and regulators 

onto a shared platform. This required sustained engagement, mutual understanding and a 

commitment to align diverse institutional perspectives toward a unified national objective of 

sustainability. The Committee brought together representatives from the Ministry of Finance, Ministry 

of Forests and Environment, Institute of Chartered Accountants of Nepal, Nepal Rastra Bank, Nepal 

Insurance Authority, Electricity Regulatory Commission, Securities Board of Nepal and Office of the 

Company Registrar.  

A Comprehensive Gap Analysis was undertaken to assess Nepal’s existing sustainability-related 

regulatory and reporting landscape and to benchmark it against global practices. This exercise laid a 

strong foundation for informed alignment and contextual adaptation. Building on this, consultation 

paper was issued to gather feedback from a broad spectrum of stakeholders. 

Drawing on the gap analysis and public consultation feedback, the initial drafts of the standards were 

developed, aligning Nepal Sustainability Disclosure Standards with IFRS S1 and S2. This alignment 

reflects our commitment to a globally recognized baseline, enhancing comparability, credibility, and 

investor confidence. We gratefully acknowledge the support of the International Finance Corporation 

(IFC), whose local and international experts provided valuable technical guidance throughout this 

process.  

The Board’s due process ensured rigor and transparency in the development of these standards. 

Following the presentation of the initial draft, Board members were given 30 days to submit their 

observations. The feedback received was carefully reviewed and incorporated, resulting in the 

unanimous recommendation to issue these Exposure Drafts for public consultation. 

The Exposure Drafts are now released for public comment. We respectfully invite government 

entities, regulators, implementors, practitioners, preparers, auditors, investors, students, and wider 

public to review the drafts, reflect on their implications, and provide feedback within two (2) months. 

In this spirit of shared responsibility, we present these drafts with humility and sincere hope for 

constructive engagement. 

I extend my sincere thanks to all committee members representing the Board, ministries, regulators 

and profession for their invaluable contributions and continued support. I also thank all stakeholders 

for their engagement throughout this process.  

 
Prakash Jung Thapa, FCA  
Immediate Past Chair & 
Chair, NSRS Development Committee 
Accounting Standards Board, Nepal 
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NFRS S2 Climate-related Disclosures is set out in paragraphs 1–37 and Appendices A–

C. All paragraphs have equal authority. Paragraphs in bold type state the main principles. 

Terms defined in Appendix A are in italics the first time they appear in the Standard. 

Definitions of other terms are given in other Nepal Sustainability Disclosure Standards. 

The Standard should be read in the context of its objective and NFRS S1 General 

Requirements for Disclosure of Sustainability-related Financial Information. 
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NFRS S2 Climate-related Disclosures 

 
Objective 

 

1 The objective of NFRS S2 Climate-related Disclosures is to require an entity to 

disclose information about its climate-related risks and opportunities that is 

useful to primary users of general purpose financial reports in making 

decisions relating to providing resources to the entity.1 

2 This Standard requires an entity to disclose information about climate-related 

risks and opportunities that could reasonably be expected to affect the entity’s 

cash flows, its access to finance or cost of capital over the short, medium or 

long term. For the purposes of this Standard, these risks and opportunities are 

collectively referred to as ‘climate-related risks and opportunities that could 

reasonably be expected to affect the entity’s prospects’. 
 

Scope 
 

3 This Standard applies to: 

(a) climate-related risks to which the entity is exposed, which are: 

(i) climate-related physical risks; and 

(ii) climate-related transition risks; and 

(b) climate-related opportunities available to the entity. 

4 Climate-related risks and opportunities that could not reasonably be 

expected to affect an entity’s prospects are outside the scope of this 

Standard. 
 

Core content 
 

 

Governance 

5 The objective of climate-related financial disclosures on governance is to 

enable users of general purpose financial reports to understand the 

governance processes, controls and procedures an entity uses to monitor, 

manage and oversee climate-related risks and opportunities. 

6 To achieve this objective, an entity shall disclose information about: 

(a) the governance body(s) (which can include a board, committee or 

equivalent body charged with governance) or individual(s) responsible 

for oversight of climate-related risks and opportunities. Specifically, 

the entity shall identify that body(s) or individual(s) and disclose 

information about: 

 
 

 

1 Throughout this Standard, the terms ‘primary users’ and ‘users’ are used interchangeably, with 

the same meaning. 
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(i) how responsibilities for climate-related risks and opportunities 

are reflected in the terms of reference, mandates, role 

descriptions and other related policies applicable to that body(s) 

or individual(s); 

(ii) how the body(s) or individual(s) determines whether 

appropriate skills and competencies are available or will be 

developed to oversee strategies designed to respond to climate- 

related risks and opportunities; 

(iii) how and how often the body(s) or individual(s) is informed 

about climate-related risks and opportunities; 

(iv) how the body(s) or individual(s) takes into account climate- 

related risks and opportunities when overseeing the entity’s 

strategy, its decisions on major transactions and its risk 

management processes and related policies, including whether 

the body(s) or individual(s) has considered trade-offs associated 

with those risks and opportunities; and 

(v) how the body(s) or individual(s) oversees the setting of targets 

related to climate-related risks and opportunities, and monitors 

progress towards those targets (see paragraphs 33–36), 

including whether and how related performance metrics are 

included in remuneration policies (see paragraph 29(g)). 

(b) management’s role in the governance processes, controls and 

procedures used to monitor, manage and oversee climate-related risks 

and opportunities, including information about: 

(i) whether the role is delegated to a specific management-level 

position or management-level committee and how oversight is 

exercised over that position or committee; and 

(ii) whether management uses controls and procedures to support 

the oversight of climate-related risks and opportunities and, if 

so, how these controls and procedures are integrated with 

other internal functions. 

7 In preparing disclosures to fulfil the requirements in paragraph 6, an entity 

shall avoid unnecessary duplication in accordance with NFRS S1 

General Requirements for Disclosure of Sustainability-related Financial Information 

(NFRS S1) (see paragraph B42(b) of NFRS S1). For example, although an 

entity shall provide the information required by paragraph 6, if oversight of 

sustainability- related risks and opportunities is managed on an integrated 

basis, the entity would avoid duplication by providing integrated 

governance disclosures instead of separate disclosures for each 

sustainability-related risk and opportunity. 
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Strategy 

8 The objective of climate-related financial disclosures on strategy is to 

enable users of general purpose financial reports to understand an entity’s 

strategy for managing climate-related risks and opportunities. 

9 Specifically, an entity shall disclose information to enable users of general 

purpose financial reports to understand: 

(a) the climate-related risks and opportunities that could reasonably be 

expected to affect the entity’s prospects (see paragraphs 10–12); 

(b) the current and anticipated effects of those climate-related risks and 

opportunities on the entity’s business model and value chain (see 

paragraph 13); 

(c) the effects of those climate-related risks and opportunities on the 

entity’s strategy and decision-making, including information about its 

climate-related transition plan (see paragraph 14); 

(d) the effects of those climate-related risks and opportunities on the 

entity’s financial position, financial performance and cash flows for 

the reporting period, and their anticipated effects on the entity’s 

financial position, financial performance and cash flows over the 

short, medium and long term, taking into consideration how those 

climate-related risks and opportunities have been factored into the 

entity’s financial planning (see paragraphs 15–21); and 

(e) the climate resilience of the entity’s strategy and its business model to 

climate-related changes, developments and uncertainties, taking into 

consideration the entity’s identified climate-related risks and 

opportunities (see paragraph 22). 

 

Climate-related risks and opportunities 

10 An entity shall disclose information that enables users of general purpose 

financial reports to understand the climate-related risks and opportunities 

that could reasonably be expected to affect the entity’s prospects. Specifically, 

the entity shall: 

(a) describe climate-related risks and opportunities that could reasonably 

be expected to affect the entity’s prospects; 

(b) explain, for each climate-related risk the entity has identified, whether 

the entity considers the risk to be a climate-related physical risk or 

climate-related transition risk; 

(c) specify, for each climate-related risk and opportunity the entity has 

identified, over which time horizons—short, medium or long term— 

the effects of each climate-related risk and opportunity could 

reasonably be expected to occur; and 

(d) explain how the entity defines ‘short term’, ‘medium term’ and ‘long 

term’ and how these definitions are linked to the planning horizons 

used by the entity for strategic decision-making. 
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11 In identifying the climate-related risks and opportunities that could 

reasonably be expected to affect an entity’s prospects, the entity shall use all 

reasonable and supportable information that is available to the entity at the 

reporting date without undue cost or effort, including information about past 

events, current conditions and forecasts of future conditions. 

12 In identifying the climate-related risks and opportunities that could 

reasonably be expected to affect an entity’s prospects, the entity shall refer to 

and consider the applicability of the industry-based disclosure topics defined in 

the Industry-based Guidance on Implementing NFRS S2. 

 

Business model and value chain 

13 An entity shall disclose information that enables users of general purpose 

financial reports to understand the current and anticipated effects of climate- 

related risks and opportunities on the entity’s business model and value chain. 

Specifically, the entity shall disclose: 

(a) a description of the current and anticipated effects of climate-related 

risks and opportunities on the entity’s business model and value chain; 

and 

(b) a description of where in the entity’s business model and value chain 

climate-related risks and opportunities are concentrated (for example, 

geographical areas, facilities and types of assets). 

 

Strategy and decision-making 

14 An entity shall disclose information that enables users of general purpose 

financial reports to understand the effects of climate-related risks and 

opportunities on its strategy and decision-making. Specifically, the entity shall 

disclose: 

(a) information about how the entity has responded to, and plans to 

respond to, climate-related risks and opportunities in its strategy and 

decision-making, including how the entity plans to achieve any 

climate-related targets it has set and any targets it is required to meet 

by law or regulation. Specifically, the entity shall disclose information 

about: 

(i) current and anticipated changes to the entity’s business model, 

including its resource allocation, to address climate-related 

risks and opportunities (for example, these changes could 

include plans to manage or decommission carbon-, energy- or 

water-intensive operations; resource allocations resulting from 

demand or supply-chain changes; resource allocations arising 

from business development through capital expenditure or 

additional expenditure on research and development; and 

acquisitions or divestments); 
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(ii) current and anticipated direct mitigation and adaptation efforts 

(for example, through changes in production processes or 

equipment, relocation of facilities, workforce adjustments, and 

changes in product specifications); 

(iii) current and anticipated indirect mitigation and adaptation 

efforts (for example, through working with customers and 

supply chains); 

(iv) any climate-related transition plan the entity has, including 

information about key assumptions used in developing its 

transition plan, and dependencies on which the entity’s 

transition plan relies; and 

(v) how the entity plans to achieve any climate-related targets, 

including any greenhouse gas emissions targets, described in 

accordance with paragraphs 33–36. 

(b) information about how the entity is resourcing, and plans to resource, 

the activities disclosed in accordance with paragraph 14(a). 

(c) quantitative and qualitative information about the progress of plans 

disclosed in previous reporting periods in accordance with 

paragraph 14(a). 
 

Financial position, financial performance and cash flows 

15 An entity shall disclose information that enables users of general purpose 

financial reports to understand: 

(a) the effects of climate-related risks and opportunities on the entity’s 

financial position, financial performance and cash flows for the 

reporting period (current financial effects); and 

(b) the anticipated effects of climate-related risks and opportunities on the 

entity’s financial position, financial performance and cash flows over 

the short, medium and long term, taking into consideration how 

climate-related risks and opportunities are included in the entity’s 

financial planning (anticipated financial effects). 

16 Specifically, an entity shall disclose quantitative and qualitative information 

about: 

(a) how climate-related risks and opportunities have affected its financial 

position, financial performance and cash flows for the reporting 

period; 

(b) the climate-related risks and opportunities identified in 

paragraph 16(a) for which there is a significant risk of a material 

adjustment within the next annual reporting period to the carrying 

amounts of assets and liabilities reported in the related financial 

statements; 
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(c) how the entity expects its financial position to change over the short, 

medium and long term, given its strategy to manage climate-related 

risks and opportunities, taking into consideration: 

(i) its investment and disposal plans (for example, plans for capital 

expenditure, major acquisitions and divestments, joint 

ventures, business transformation, innovation, new business 

areas, and asset retirements), including plans the entity is not 

contractually committed to; and 

(ii) its planned sources of funding to implement its strategy; and 

(d) how the entity expects its financial performance and cash flows to 

change over the short, medium and long term, given its strategy to 

manage climate-related risks and opportunities (for example, increased 

revenue from products and services aligned with a lower-carbon 

economy; costs arising from physical damage to assets from climate 

events; and expenses associated with climate adaptation or mitigation). 

17 In providing quantitative information, an entity may disclose a single amount 

or a range. 

18 In preparing disclosures about the anticipated financial effects of a climate- 

related risk or opportunity, an entity shall: 

(a) use all reasonable and supportable information that is available to the 

entity at the reporting date without undue cost or effort; and 

(b) use an approach that is commensurate with the skills, capabilities and 

resources that are available to the entity for preparing those 

disclosures. 

19 An entity need not provide quantitative information about the current or 

anticipated financial effects of a climate-related risk or opportunity if the 

entity determines that: 

(a) those effects are not separately identifiable; or 

(b) the level of measurement uncertainty involved in estimating those 

effects is so high that the resulting quantitative information would not 

be useful. 

20 In addition, an entity need not provide quantitative information about the 

anticipated financial effects of a climate-related risk or opportunity if the 

entity does not have the skills, capabilities or resources to provide that 

quantitative information. 

21 If an entity determines that it need not provide quantitative information 

about the current or anticipated financial effects of a climate-related risk or 

opportunity applying the criteria set out in paragraphs 19–20, the entity shall: 

(a) explain why it has not provided quantitative information; 
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(b) provide qualitative information about those financial effects, including 

identifying line items, totals and subtotals within the related financial 

statements that are likely to be affected, or have been affected, by that 

climate-related risk or opportunity; and 

(c) provide quantitative information about the combined financial effects 

of that climate-related risk or opportunity with other climate-related 

risks or opportunities and other factors unless the entity determines 

that quantitative information about the combined financial effects 

would not be useful. 
 

Climate resilience 

22 An entity shall disclose information that enables users of general purpose 

financial reports to understand the resilience of the entity’s strategy and 

business model to climate-related changes, developments and uncertainties, 

taking into consideration the entity’s identified climate-related risks and 

opportunities. The entity shall use climate-related scenario analysis to assess 

its climate resilience using an approach that is commensurate with the 

entity’s circumstances (see paragraphs B1–B18). In providing quantitative 

information, the entity may disclose a single amount or a range. Specifically, 

the entity shall disclose: 

(a) the entity’s assessment of its climate resilience as at the reporting date, 

which shall enable users of general purpose financial reports to 

understand: 

(i) the implications, if any, of the entity’s assessment for its 

strategy and business model, including how the entity would 

need to respond to the effects identified in the climate-related 

scenario analysis; 

(ii) the significant areas of uncertainty considered in the entity’s 

assessment of its climate resilience; 

(iii) the entity’s capacity to adjust or adapt its strategy and business 

model to climate change over the short, medium and long 

term, including; 

(1) the availability of, and flexibility in, the entity’s existing 

financial resources to respond to the effects identified in 

the climate-related scenario analysis, including to 

address climate-related risks and to take advantage of 

climate-related opportunities; 

(2) the entity’s ability to redeploy, repurpose, upgrade or 

decommission existing assets; and 

(3) the effect of the entity’s current and planned 

investments in climate-related mitigation, adaptation 

and opportunities for climate resilience; and 

(b) how and when the climate-related scenario analysis was carried out, 

including: 
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(i) information about the inputs the entity used, including: 

(1) which climate-related scenarios the entity used for the 

analysis and the sources of those scenarios; 

(2) whether the analysis included a diverse range of 

climate-related scenarios; 

(3) whether the climate-related scenarios used for the 

analysis are associated with climate-related transition 

risks or climate-related physical risks; 

(4) whether the entity used, among its scenarios, a climate- 

related scenario aligned with the latest international 

agreement on climate change; 

(5) why the entity decided that its chosen climate-related 

scenarios are relevant to assessing its resilience to 

climate-related changes, developments or uncertainties; 

(6) the time horizons the entity used in the analysis; and 

(7) what scope of operations the entity used in the analysis 

(for example, the operating locations and business units 

used in the analysis); 

(ii) the key assumptions the entity made in the analysis, including 

assumptions about: 

(1) climate-related policies in the jurisdictions in which the 

entity operates; 

(2) macroeconomic trends; 

(3) national- or regional-level variables (for example, local 

weather patterns, demographics, land use, 

infrastructure and availability of natural resources); 

(4) energy usage and mix; and 

(5) developments in technology; and 

(iii) the reporting period in which the climate-related scenario 

analysis was carried out (see paragraph B18). 

23 In preparing disclosures to meet the requirements in paragraphs 13–22, an 

entity shall refer to and consider the applicability of cross-industry metric 

categories, as described in paragraph 29, and industry-based metrics 

associated with disclosure topics defined in the Industry-based Guidance on 

Implementing NFRS S2 as described in paragraph 32. 
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Risk management 

24 The objective of climate-related financial disclosures on risk management 

is to enable users of general purpose financial reports to understand an 

entity’s processes to identify, assess, prioritise and monitor climate-related 

risks and opportunities, including whether and how those processes are 

integrated into and inform the entity’s overall risk management process. 

25 To achieve this objective, an entity shall disclose information about: 

(a) the processes and related policies the entity uses to identify, assess, 

prioritise and monitor climate-related risks, including information 

about: 

(i) the inputs and parameters the entity uses (for example, 

information about data sources and the scope of operations 

covered in the processes); 

(ii) whether and how the entity uses climate-related scenario 

analysis to inform its identification of climate-related risks; 

(iii) how the entity assesses the nature, likelihood and magnitude of 

the effects of those risks (for example, whether the entity 

considers qualitative factors, quantitative thresholds or other 

criteria); 

(iv) whether and how the entity prioritises climate-related risks 

relative to other types of risk; 

(v) how the entity monitors climate-related risks; and 

(vi) whether and how the entity has changed the processes it uses 

compared with the previous reporting period; 

(b) the processes the entity uses to identify, assess, prioritise and monitor 

climate-related opportunities, including information about whether 

and how the entity uses climate-related scenario analysis to inform its 

identification of climate-related opportunities; and 

(c) the extent to which, and how, the processes for identifying, assessing, 

prioritising and monitoring climate-related risks and opportunities are 

integrated into and inform the entity’s overall risk management 

process. 

26 In preparing disclosures to fulfil the requirements in paragraph 25, an entity 

shall avoid unnecessary duplication in accordance with NFRS S1 (see 

paragraph B42(b) of NFRS S1). For example, although an entity shall 

provide the information required by paragraph 25, if oversight of 

sustainability- related risks and opportunities is managed on an integrated 

basis, the entity would avoid duplication by providing integrated risk 

management disclosures instead of separate disclosures for each 

sustainability-related risk and opportunity. 
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Metrics and targets 

27 The objective of climate-related financial disclosures on metrics and targets 

is to enable users of general purpose financial reports to understand an 

entity’s performance in relation to its climate-related risks and 

opportunities, including progress towards any climate-related targets it has 

set, and any targets it is required to meet by law or regulation. 

28 To achieve this objective, an entity shall disclose: 

(a) information relevant to the cross-industry metric categories (see 

paragraphs 29–31); 

(b) industry-based metrics that are associated with particular business 

models, activities or other common features that characterise 

participation in an industry (see paragraph 32); and 

(c) targets set by the entity, and any targets it is required to meet by law 

or regulation, to mitigate or adapt to climate-related risks or take 

advantage of climate-related opportunities, including metrics used by 

the governance body or management to measure progress towards 

these targets (see paragraphs 33–37). 

Climate-related metrics 

29 An entity shall disclose information relevant to the cross-industry metric 

categories of: 

(a) greenhouse gases—the entity shall: 

(i) disclose its absolute gross greenhouse gas emissions generated 

during the reporting period, expressed as metric tonnes of CO2 

equivalent (see paragraphs B19–B22), classified as: 

(1) Scope 1 greenhouse gas emissions; 

(2) Scope 2 greenhouse gas emissions; and 

(3) Scope 3 greenhouse gas emissions; 

(ii) measure its greenhouse gas emissions in accordance with the 

Greenhouse Gas Protocol: A Corporate Accounting and 

Reporting Standard (2004) unless required by a jurisdictional 

authority or an exchange on which the entity is listed to use a 

different method for measuring its greenhouse gas emissions 

(see paragraphs B23–B25); 

(iii) disclose the approach it uses to measure its greenhouse gas 

emissions (see paragraphs B26–B29) including: 

(1) the measurement approach, inputs and assumptions the 

entity uses to measure its greenhouse gas emissions; 

(2) the reason why the entity has chosen the measurement 

approach, inputs and assumptions it uses to measure its 

greenhouse gas emissions; and 
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(3) any changes the entity made to the measurement 

approach, inputs and assumptions during the reporting 

period and the reasons for those changes; 

(iv) for Scope 1 and Scope 2 greenhouse gas emissions disclosed in 

accordance with paragraph 29(a)(i)(1)–(2), disaggregate 

emissions between: 

(1) the consolidated accounting group (for example, for an 

entity applying NFRS Accounting Standards, this 

group would comprise the parent and its 

consolidated subsidiaries); and 

(2) other investees excluded from paragraph 29(a)(iv)(1) (for 

example, for an entity applying NFRS Accounting 

Standards, these investees would include associates, 

joint ventures and unconsolidated subsidiaries); 

(v) for Scope 2 greenhouse gas emissions disclosed in accordance 

with paragraph 29(a)(i)(2), disclose its location-based Scope 2 

greenhouse gas emissions, and provide information about any 

contractual instruments that is necessary to inform users’ 

understanding of the entity’s Scope 2 greenhouse gas emissions 

(see paragraphs B30–B31); and 

(vi) for Scope 3 greenhouse gas emissions disclosed in accordance 

with paragraph 29(a)(i)(3), and with reference to paragraphs 

B32–B57, disclose: 

(1) the categories included within the entity’s measure of 

Scope 3 greenhouse gas emissions, in accordance with 

the Scope 3 categories described in the Greenhouse Gas 

Protocol Corporate Value Chain (Scope 3) Accounting 

and Reporting Standard (2011); and 

(2) additional information about the entity’s Category 15 

greenhouse gas emissions or those associated with its 

investments (financed emissions), if the entity’s activities 

include asset management, commercial banking or 

insurance (see paragraphs B58–B63); 

(b) climate-related transition risks—the amount and percentage of assets 

or business activities vulnerable to climate-related transition risks; 

(c) climate-related physical risks—the amount and percentage of assets or 

business activities vulnerable to climate-related physical risks; 

(d) climate-related opportunities—the amount and percentage of assets or 

business activities aligned with climate-related opportunities; 

(e) capital deployment—the amount of capital expenditure, financing or 

investment deployed towards climate-related risks and opportunities; 

(f) internal carbon prices—the entity shall disclose: 
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(i) an explanation of whether and how the entity is applying a 

carbon price in decision-making (for example, investment 

decisions, transfer pricing and scenario analysis); and 

(ii) the price for each metric tonne of greenhouse gas emissions the 

entity uses to assess the costs of its greenhouse gas emissions; 

(g) remuneration—the entity shall disclose: 

(i) a description of whether and how climate-related 

considerations are factored into executive remuneration (see 

also paragraph 6(a)(v)); and 

(ii) the percentage of executive management remuneration 

recognised in the current period that is linked to climate- 

related considerations. 

30 In preparing disclosures to meet the requirements in paragraph 29(b)–(d), an 

entity shall use all reasonable and supportable information that is available to 

the entity at the reporting date without undue cost or effort. 

31 In preparing disclosures to meet the requirements in paragraph 29(b)–(g), an 

entity shall refer to paragraphs B64–B65. 

32 An entity shall disclose industry-based metrics that are associated with one or 

more particular business models, activities or other common features that 

characterise participation in an industry. In determining the industry-based 

metrics that the entity discloses, the entity shall refer to and consider the 

applicability of the industry-based metrics associated with disclosure topics 

described in the Industry-based Guidance on Implementing NFRS S2. 

 

Climate-related targets 

33 An entity shall disclose the quantitative and qualitative climate-related targets 

it has set to monitor progress towards achieving its strategic goals, and any 

targets it is required to meet by law or regulation, including any greenhouse 

gas emissions targets. For each target, the entity shall disclose: 

(a) the metric used to set the target (see paragraphs B66–B67); 

(b) the objective of the target (for example, mitigation, adaptation or 

conformance with science-based initiatives); 

(c) the part of the entity to which the target applies (for example, whether 

the target applies to the entity in its entirety or only a part of the 

entity, such as a specific business unit or specific geographical region); 

(d) the period over which the target applies; 

(e) the base period from which progress is measured; 

(f) any milestones and interim targets; 

(g) if the target is quantitative, whether it is an absolute target or an 

intensity target; and 
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(h) how the latest international agreement on climate change, including 

jurisdictional commitments that arise from that agreement, has 

informed the target. 

34 An entity shall disclose information about its approach to setting and 

reviewing each target, and how it monitors progress against each target, 

including: 

(a) whether the target and the methodology for setting the target has 

been validated by a third party; 

(b) the entity’s processes for reviewing the target; 

(c) the metrics used to monitor progress towards reaching the target; and 

(d) any revisions to the target and an explanation for those revisions. 

35 An entity shall disclose information about its performance against each 

climate-related target and an analysis of trends or changes in the entity’s 

performance. 

36 For each greenhouse gas emissions target disclosed in accordance with 

paragraphs 33–35, an entity shall disclose: 

(a) which greenhouse gases are covered by the target. 

(b) whether Scope 1, Scope 2 or Scope 3 greenhouse gas emissions are 

covered by the target. 

(c) whether the target is a gross greenhouse gas emissions target or net 

greenhouse gas emissions target. If the entity discloses a net 

greenhouse gas emissions target, the entity is also required to 

separately disclose its associated gross greenhouse gas emissions target 

(see paragraphs B68–B69). 

(d) whether the target was derived using a sectoral decarbonisation 

approach. 

(e) the entity’s planned use of carbon credits to offset greenhouse gas 

emissions to achieve any net greenhouse gas emissions target. In 

explaining its planned use of carbon credits the entity shall disclose 

information including, and with reference to paragraphs B70–B71: 

(i) the extent to which, and how, achieving any net greenhouse 

gas emissions target relies on the use of carbon credits; 

(ii) which third-party scheme(s) will verify or certify the carbon 

credits; 

(iii) the type of carbon credit, including whether the underlying 

offset will be nature-based or based on technological carbon 

removals, and whether the underlying offset is achieved 

through carbon reduction or removal; and 
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(iv) any other factors necessary for users of general purpose 

financial reports to understand the credibility and integrity of 

the carbon credits the entity plans to use (for example, 

assumptions regarding the permanence of the carbon offset). 

37 In identifying and disclosing the metrics used to set and monitor progress 

towards reaching a target described in paragraphs 33–34, an entity shall refer 

to and consider the applicability of cross-industry metrics (see paragraph 29) 

and industry-based metrics (see paragraph 32), including those described in an 

applicable Nepal Sustainability Disclosure Standard, or metrics that 

otherwise satisfy the requirements in NFRS S1. 
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Appendix A 
Defined terms 

This appendix is an integral part of NFRS S2 and has the same authority as the other parts of the 

Standard. 

 

carbon credit An emissions unit that is issued by a carbon crediting 

programme and represents an emission reduction or removal of 

greenhouse gases. Carbon credits are uniquely serialised, 

issued, tracked and cancelled by means of an electronic 

registry. 

climate resilience The capacity of an entity to adjust to climate-related changes, 

developments or uncertainties. Climate resilience involves the 

capacity to manage climate-related risks and benefit from 

climate-related opportunities, including the ability to respond 

and adapt to climate-related transition risks and climate- 

related physical risks. An entity’s climate resilience includes 

both its strategic resilience and its operational resilience to 

climate-related changes, developments and uncertainties. 

climate-related 
physical risks 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

climate-related risks 
and opportunities 

 
 
 
 
 
 
 
 

climate-related 
transition plan 

Risks resulting from climate change that can be event-driven 

(acute physical risk) or from longer-term shifts in climatic 

patterns (chronic physical risk). Acute physical risks arise from 

weather-related events such as storms, floods, drought or 

heatwaves, which are increasing in severity and frequency. 

Chronic physical risks arise from longer-term shifts in climatic 

patterns including changes in precipitation and temperature 

which could lead to sea level rise, reduced water availability, 

biodiversity loss and changes in soil productivity. 

These risks could carry financial implications for an entity, 

such as costs resulting from direct damage to assets or indirect 

effects of supply-chain disruption. The entity's financial 

performance could also be affected by changes in water 

availability, sourcing and quality; and extreme temperature 

changes affecting the entity's premises, operations, supply 

chains, transportation needs and employee health and safety. 

Climate-related risks refers to the potential negative effects of 

climate change on an entity. These risks are categorised as 

climate-related physical risks and climate-related transition 

risks. 

Climate-related opportunities refers to the potential positive 

effects arising from climate change for an entity. Efforts to 

mitigate and adapt to climate change can produce climate- 

related opportunities for an entity. 

An aspect of an entity’s overall strategy that lays out the 

entity’s targets, actions or resources for its transition towards a 

lower-carbon economy, including actions such as reducing its 

greenhouse gas emissions. 
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climate-related 
transition risks 

Risks that arise from efforts to transition to a lower-carbon 

economy. Transition risks include policy, legal, technological, 

market and reputational risks. These risks could carry financial 

implications for an entity, such as increased operating costs or 

asset impairment due to new or amended climate-related 

regulations. The entity's financial performance could also be 

affected by shifting consumer demands and the development 

and deployment of new technology. 

CO2 equivalent The universal unit of measurement to indicate the global 

warming potential of each greenhouse gas, expressed in terms 

of the global warming potential of one unit of carbon dioxide. 

This unit is used to evaluate releasing (or avoiding releasing) 

different greenhouse gases against a common basis. 

financed emissions The portion of gross greenhouse gas emissions of an investee or 

counterparty attributed to the loans and investments made by 

an entity to the investee or counterparty. These emissions are 

part of Scope 3 Category 15 (investments) as defined in the 

Greenhouse Gas Protocol Corporate Value Chain (Scope 3) 

Accounting and Reporting Standard (2011). 

global warming 
potential 

A factor describing the radiative forcing impact (degree of harm 

to the atmosphere) of one unit of a given greenhouse gas 

relative to one unit of CO2. 

greenhouse gases The seven greenhouse gases listed in the Kyoto Protocol— 

carbon dioxide (CO2); methane (CH4); nitrous oxide (N2O); 

hydrofluorocarbons (HFCs); nitrogen trifluoride (NF3); 

perfluorocarbons (PFCs) and sulphur hexafluoride (SF6). 

indirect greenhouse 
gas emissions 

Emissions that are a consequence of the activities of an entity, 

but occur at sources owned or controlled by another entity. 

internal carbon price  Price used by an entity to assess the financial implications 

of changes to investment, production and consumption 

patterns, and of potential technological progress and future 

emissions- abatement costs. An entity can use internal carbon 

prices for a range of business applications. Two types of 

internal carbon prices that an entity commonly uses are: 

(a) a shadow price, which is a theoretical cost or notional 

amount that the entity does not charge but that can be 

used to understand the economic implications or trade- 

offs for such things as risk impacts, new investments, 

the net present value of projects, and the cost and 

benefit of various initiatives; and 
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(b) an internal tax or fee, which is a carbon price charged to 

a business activity, product line, or other business unit 

based on its greenhouse gas emissions (these internal 

taxes or fees are similar to intracompany transfer 

pricing). 

 

latest international 
agreement on climate 
change 

 
 

Scope 1 greenhouse 
gas emissions 

Scope 2 greenhouse 
gas emissions 

 
 
 
 
 
 

Scope 3 greenhouse 
gas emissions 

 

An agreement by states, as members of the United Nations 

Framework Convention on Climate Change, to combat climate 

change. The agreements set norms and targets for a reduction 

in greenhouse gases. 

Direct greenhouse gas emissions that occur from sources that 

are owned or controlled by an entity. 

Indirect greenhouse gas emissions from the generation of 

purchased or acquired electricity, steam, heating or cooling 

consumed by an entity. 

Purchased and acquired electricity is electricity that is 

purchased or otherwise brought into an entity’s boundary. 

Scope 2 greenhouse gas emissions physically occur at the 

facility where electricity is generated. 

Indirect greenhouse gas emissions (not included in Scope 2 

greenhouse gas emissions) that occur in the value chain of an 

entity, including both upstream and downstream emissions. 

Scope 3 greenhouse gas emissions include the Scope 3 

categories in the Greenhouse Gas Protocol Corporate Value 

Chain (Scope 3) Accounting and Reporting Standard (2011). 

Scope 3 categories Scope 3 greenhouse gas emissions are categorised into these 

15 categories—as described in the Greenhouse Gas Protocol 

Corporate Value Chain (Scope 3) Accounting and Reporting 

Standard (2011): 

(1) purchased goods and services; 

(2) capital goods; 

(3) fuel- and energy-related activities not included in Scope 

1 greenhouse gas emissions or Scope 2 greenhouse gas 

emissions; 

(4) upstream transportation and distribution; 

(5) waste generated in operations; 

(6) business travel; 

(7) employee commuting; 

(8) upstream leased assets; 

(9) downstream transportation and distribution; 

(10) processing of sold products; 
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(11) use of sold products; 

(12) end-of-life treatment of sold products; 

(13) downstream leased assets; 

(14) franchises; and 

(15) investments. 

 
 

Terms defined in other Standards and used in this Standard with 
the same meaning 

 
business model An entity’s system of transforming inputs through its activities 

into outputs and outcomes that aims to fulfil the entity’s 

strategic purposes and create value for the entity and hence 

generate cash flows over the short, medium and long term. 

disclosure topic A specific sustainability-related risk or opportunity based on 

the activities conducted by entities within a particular industry 

as set out in a Nepal Sustainability Disclosure Standard or a 

SASB Standard. 

general purpose 
financial reports 

Reports that provide financial information about a reporting 

entity that is useful to primary users in making decisions 

relating to providing resources to the entity. Those decisions 

involve decisions about: 

(a) buying, selling or holding equity and debt instruments; 

(b) providing or selling loans and other forms of credit; or 

(c) exercising rights to vote on, or otherwise influence, the 

entity’s management’s actions that affect the use of the 

entity’s economic resources. 

General purpose financial reports include—but are not 

restricted to—an entity’s general purpose financial statements 

and sustainability-related financial disclosures. 

impracticable Applying a requirement is impracticable when an entity cannot 

apply it after making every reasonable effort to do so. 

primary users of 
general purpose 
financial reports 
(primary users) 

Existing and potential investors, lenders and other creditors. 

value chain The full range of interactions, resources and relationships 

related to a reporting entity’s business model and the external 

environment in which it operates. 

A value chain encompasses the interactions, resources and 

relationships an entity uses and depends on to create its 

products or services from conception to delivery, consumption 

and end-of-life, including interactions, resources and 

https://sasb.org/standards/download/
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relationships in the entity’s operations, such as human 

resources; those along its supply, marketing and distribution 

channels, such as materials and service sourcing, and product 

and service sale and delivery; and the financing, geographical, 

geopolitical and regulatory environments in which the entity 

operates. 
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Appendix B 
Application guidance 

This appendix is an integral part of NFRS S2 and has the same authority as the other parts of the 

Standard. 

 

Climate resilience (paragraph 22) 
 

B1 Paragraph 22 requires an entity to use climate-related scenario analysis to 

assess its climate resilience, using an approach that is commensurate with its 

circumstances.2 The entity is required to use an approach to climate-related 

scenario analysis that enables it to consider all reasonable and supportable 

information that is available to the entity at the reporting date without undue 

cost or effort. Paragraphs B2–B18 provide guidance on how an entity uses 

scenario analysis to assess the entity’s climate resilience. Specifically: 

(a) paragraphs B2–B7 set out the factors the entity shall consider when 

assessing its circumstances; 

(b) paragraphs B8–B15 set out the factors the entity shall consider when 

determining an appropriate approach to climate-related scenario 

analysis; and 

(c) paragraphs B16–B18 set out additional factors for the entity to 

consider when determining its approach to climate-related scenario 

analysis over time. 

 

Assessing the circumstances 

B2 An entity shall use an approach to climate-related scenario analysis that is 

commensurate with its circumstances as at the time the entity carries out its 

climate-related scenario analysis (see paragraph B3). To assess its 

circumstances the entity shall consider: 

(a) the entity’s exposure to climate-related risks and opportunities (see 

paragraphs B4–B5); and 

(b) the skills, capabilities and resources available to the entity for the 

climate-related scenario analysis (see paragraphs B6–B7). 

B3 An entity shall assess its circumstances each time it carries out its climate- 

related scenario analysis. For example, an entity that carries out its climate- 

related scenario analysis every three years to align with its strategic planning 

cycle (see paragraph B18) would be required to reconsider for this purpose its 

exposure to climate-related risks and opportunities and the skills, capabilities 

and resources available at that time. 

 
 
 
 

2 This application guidance (paragraphs B1–B18) draws on the range of practice outlined in 

documents published by the Task Force on Climate-related Financial Disclosures (TCFD), 

including Technical Supplement: The Use of Scenario Analysis in Disclosure of Climate-related Risks and 

Opportunities (2017) and Guidance on Scenario Analysis for Non-Financial Companies (2020). 
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Exposure to climate-related risks and opportunities 

B4 An entity shall consider its exposure to climate-related risks and opportunities 

in its assessment of its circumstances and when determining the approach to 

use for its climate-related scenario analysis. This consideration provides 

essential context for understanding the potential benefits of using a particular 

approach to climate-related scenario analysis. For example, if an entity has a 

high degree of exposure to climate-related risk then a more quantitative or 

technically sophisticated approach to climate-related scenario analysis would 

be of greater benefit to the entity and users of general purpose financial 

reports. Users of general purpose financial reports would be less likely to 

benefit from quantitative or technically sophisticated climate-related scenario 

analysis if the entity is exposed to few or relatively less severe climate-related 

risks and opportunities. This means that—with all else being equal—the 

greater the entity’s exposure to climate-related risks or opportunities, the 

more likely it is the entity would determine that a more technically 

sophisticated form of climate-related scenario analysis is required. 

B5 This Standard requires an entity to identify the climate-related risks and 

opportunities to which it is exposed (see paragraph 10) and to disclose 

information about the process the entity uses to identify, assess, prioritise and 

monitor those risks and opportunities (see paragraph 25). The information the 

entity discloses in accordance with paragraphs 10 and 25 can inform the 

entity’s consideration of its exposure to climate-related risks and 

opportunities. 

 

Skills, capabilities and resources available 

B6 An entity shall consider the available skills, capabilities and resources when 

determining an appropriate approach to use for its climate-related scenario 

analysis. These skills, capabilities and resources might include both internal 

and external skills, capabilities and resources. The entity’s available skills, 

capabilities and resources provide context to inform its consideration of the 

potential cost and level of effort required by a particular approach to climate- 

related scenario analysis. For example, if an entity has only just begun to 

explore the use of climate-related scenario analysis to assess its climate 

resilience, it might be unable to use a quantitative or technically sophisticated 

approach to climate-related scenario analysis without undue cost or effort. For 

the avoidance of doubt, if resources are available to the entity then it will be 

able to invest in obtaining or developing the necessary skills and capabilities. 

B7 Climate-related scenario analysis can be resource intensive and might— 

through an iterative learning process—be developed and refined over multiple 

planning cycles. As an entity repeats the climate-related scenario analysis, it is 

likely to develop skills and capabilities that will enable the entity to 

strengthen its approach to climate-related scenario analysis over time. For 

example, if an entity has not yet used climate-related scenario analysis or 

participates in an industry where climate-related scenario analysis is not 

commonly used, the entity might need more time to develop its skills and 

capabilities. In contrast, an entity in an industry where climate-related 

scenario analysis is established practice—such as extractives and mineral 
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processing—would be expected to have strengthened its skills and capabilities 

through its experience. 
 

 

 
B8 

 
 
 
 
 
 
 
 
 
 
 
 

 
B9 

 
 
 

 
B10 

 
 
 
 

 
 
 
 

 
B11 

 

 
 
 
 
 
 
 
 
 

B12 

Determining the appropriate approach 

An entity shall determine an approach to climate-related scenario analysis 

that enables it to consider all reasonable and supportable information that is 

available to the entity at the reporting date without undue cost or effort. The 

determination of the approach shall be informed by the assessments of the 

entity’s exposure to climate-related risks and opportunities (see paragraphs 

B4–B5) and its available skills, capabilities and resources (see paragraphs 

B6–B7). Making such a determination involves: 

(a) selecting inputs to the climate-related scenario analysis (see 

paragraphs B11–B13); and 

(b) making analytical choices about how to carry out the climate-related 

scenario analysis (see paragraphs B14–B15). 

Reasonable and supportable information includes information about past 

events, current conditions and forecasts of future conditions. It also includes 

quantitative or qualitative information, and information that is obtained from 

an external source or owned or developed internally. 

An entity will need to use judgement to determine the mix of inputs and 

analytical choices that will enable the entity to consider all reasonable and 

supportable information that is available to the entity at the reporting date 

without undue cost or effort. The degree of judgement that is required 

depends on the availability of detailed information. As the time horizon 

increases and the availability of detailed information decreases, the degree of 

judgement required increases. 

 

Selecting inputs 

When an entity selects the inputs to use in its climate-related scenario 

analysis, the entity shall consider all reasonable and supportable information 

—including scenarios, variables and other inputs—available to the entity at 

the reporting date without undue cost or effort. The inputs used in scenario 

analysis might include information that is qualitative or quantitative, and is 

obtained from an external source or developed internally. For example, 

publicly available climate-related scenarios—from authoritative sources—that 

describe future trends and a range of pathways to plausible outcomes are 

considered to be available to the entity without undue cost or effort. 

When selecting scenarios, variables and other inputs to use in climate-related 

scenario analysis, an entity might, for example, use one or more climate- 

related scenarios—including international and regional scenarios—that are 

publicly and freely available from authoritative sources. The entity shall have 

a reasonable and supportable basis for using a particular scenario or set of 

scenarios. For example, an entity with operations concentrated in a 

jurisdiction where emissions are regulated—or are likely to be regulated in 

the future—might determine that it is appropriate to carry out its analysis 

using a scenario consistent with an orderly transition to a lower-carbon 



NEPAL SUSTAINABILITY DISCLOSURE STANDARDS 

ASB NEPAL 27 

 

 

 
 

 
 
 
 
 

B13 

 
 

 
 
 
 
 
 
 
 
 
 
 

B14 

 
 
 
 
 
 
 
 
 
 
 

 
B15 

 
 
 
 
 
 
 

B16 

economy or consistent with relevant jurisdictional commitments to the latest 

international agreement on climate change. Elsewhere, for example, an entity 

with heightened exposure to physical climate-related risks might determine 

that it is appropriate to carry out its analysis using a localised climate-related 

scenario that takes into account current policies. 

In considering whether the selected inputs are reasonable and supportable, an 

entity shall consider the objective of paragraph 22, which requires the entity 

to disclose information that enables users of general purpose financial reports 

to understand the resilience of the entity’s strategy and business model to 

climate-related changes, developments and uncertainties, taking into 

consideration the entity’s identified climate-related risks and opportunities. 

This means that the inputs to the entity’s climate-related scenario analysis 

shall be relevant to the entity’s circumstances, for example, to the particular 

activities the entity undertakes and the geographical location of those 

activities. 

 

Making analytical choices 

An entity’s resilience assessment will be informed not only by the individual 

inputs to its climate-related scenario analysis, but also by the information it 

develops in combining those inputs to carry out the analysis. The entity shall 

prioritise the analytical choices (for example, whether to use qualitative 

analysis or quantitative modelling) that will enable it to consider all 

reasonable and supportable information that is available to the entity at the 

reporting date without undue cost or effort. For example, if an entity is able— 

without undue cost or effort—to incorporate multiple carbon price pathways 

associated with a given outcome (for example, a 1.5 degree Celsius outcome), 

this analysis is likely to strengthen the entity’s resilience assessment, 

assuming such an approach is warranted by the entity’s risk exposure. 

Quantitative information will often enable an entity to carry out a more 

robust assessment of its climate resilience. However, qualitative information 

(including scenario narratives), either alone or combined with quantitative 

data, can also provide a reasonable and supportable basis for the entity’s 

resilience assessment. 

 

Additional considerations 

Climate-related scenario analysis is an evolving practice and, therefore, the 

approach that an entity uses is likely to change over time. As described in 

paragraphs B2–B7, the entity shall determine its approach to climate-related 

scenario analysis based on its particular circumstances, including the entity’s 

exposure to climate-related risks and opportunities and the skills, capabilities 

and resources available for the scenario analysis. Those circumstances are also 

likely to change over time. Therefore, the entity’s approach to climate-related 

scenario analysis need not be the same from one reporting period or strategic 

planning cycle to the next (see paragraph B18). 
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B17 

 
 
 

 
 
 
 
 
 
 
 
 

 
B18 

An entity might use a simpler approach to climate-related scenario analysis, 

such as qualitative scenario narratives, if such an approach is appropriate to 

the entity’s circumstances. For example, if an entity does not currently have 

the skills, capabilities or resources to carry out quantitative climate-related 

scenario analysis but has a high degree of exposure to climate-related risk, the 

entity might initially use a simpler approach to climate-related scenario 

analysis, but would build its capabilities through experience and, therefore, 

would apply a more advanced quantitative approach to climate-related 

scenario analysis over time. An entity with a high degree of exposure to 

climate-related risks and opportunities, and with access to the necessary skills, 

capabilities or resources, is required to apply a more advanced quantitative 

approach to climate-related scenario analysis. 

Although paragraph 22 requires an entity to disclose information about its 

climate resilience at each reporting date, the entity might carry out its 

climate-related scenario analysis in line with its strategic planning cycle, 

including a multi-year strategic planning cycle (for example, every three to 

five years). Therefore, in some reporting periods the entity’s disclosures in 

accordance with paragraph 22(b) could remain unchanged from the previous 

reporting period if the entity does not conduct a scenario analysis annually. 

The entity shall—at a minimum—update its climate-related scenario analysis 

in line with its strategic planning cycle. However, an assessment of the entity’s 

resilience is required to be carried out annually to reflect updated insight into 

the implications of climate uncertainty for the entity’s business model and 

strategy. As such, an entity’s disclosure in accordance with paragraph 22(a)— 

that is, the results of the entity’s resilience assessment—shall be updated at 

each reporting period. 
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Greenhouse gases (paragraph 29(a)) 
 

 

Greenhouse gas emissions 
 

 
 
 

 
B19 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

B20 

 
 
 
 
 

B21 

 
 
 
 
 

B22 

Permission to use information from a reporting period that is 
different from the entity’s reporting period, in specific 
circumstances 

An entity might have a different reporting period from some or all of the 

entities in its value chain. Such a difference would mean that greenhouse gas 

emissions information from these entities in its value chain for the entity’s 

reporting period might not be readily available for the entity to use for its own 

disclosure. In such circumstances, the entity is permitted to measure its 

greenhouse gas emissions in accordance with paragraph 29(a)(i) using 

information for reporting periods that are different from its own reporting 

period if that information is obtained from entities in its value chain with 

reporting periods that are different from the entity’s reporting period, on the 

condition that: 

(a) the entity uses the most recent data available from those entities in its 

value chain without undue cost or effort to measure and disclose its 

greenhouse gas emissions; 

(b) the length of the reporting periods is the same; and 

(c) the entity discloses the effects of significant events and changes in 

circumstances (relevant to its greenhouse gas emissions) that occur 

between the reporting dates of the entities in its value chain and the 

date of the entity’s general purpose financial reports. 

Aggregation of greenhouse gases into CO2 equivalent using global 

warming potential values 

Paragraph 29(a) requires an entity to disclose its absolute gross greenhouse gas 

emissions generated during the reporting period, expressed as metric tonnes 

of CO2 equivalent. To meet this requirement, the entity shall aggregate the 

seven constituent greenhouse gases into CO2 equivalent values. 

 
If an entity uses direct measurement to measure its greenhouse gas emissions, 

the entity is required to convert the seven constituent greenhouse gases into a 

CO2 equivalent value using global warming potential values based on a 100- 

year time horizon, from the latest Intergovernmental Panel on Climate 

Change assessment available at the reporting date. 

If an entity uses emission factors to estimate its greenhouse gas emissions, the 

entity shall use—as its basis for measuring its greenhouse gas emissions—the 

emission factors that best represent the entity’s activity (see paragraph B29). If 

these emission factors have already converted the constituent gases into CO2 

equivalent values, the entity is not required to recalculate the emission factors 

using global warming potential values based on a 100-year time horizon from 

the latest Intergovernmental Panel on Climate Change assessment available at 

the reporting date. However, if an entity uses emission factors that are not 
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converted into CO2 equivalent values, then the entity shall use the global 

warming potential values based on a 100-year time horizon from the latest 

Intergovernmental Panel on Climate Change assessment available at the 

reporting date. 
 

 
 

B23 

 
 
 
 
 
 
 
 
 
 
 

B24 

 
 
 
 
 
 
 
 
 

B25 

 
 
 
 
 
 
 
 
 
 

B26 

Greenhouse Gas Protocol 

Paragraph 29(a)(ii) requires an entity to disclose its greenhouse gas emissions 

measured in accordance with the Greenhouse Gas Protocol: A Corporate 

Accounting and Reporting Standard (2004). For the avoidance of doubt, an 

entity shall apply the requirements in the Greenhouse Gas Protocol: A 

Corporate Accounting and Reporting Standard (2004) only to the extent that 

they do not conflict with the requirements in this Standard. For example, the 

Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard 

(2004) does not require an entity to disclose its Scope 3 greenhouse gas 

emissions, however, the entity is required to disclose Scope 3 greenhouse gas 

emissions in accordance with paragraph 29(a). 

An entity is required to use the Greenhouse Gas Protocol: A Corporate 

Accounting and Reporting Standard (2004) unless the entity is required by a 

jurisdictional authority or an exchange on which it is listed to use a different 

method for measuring its greenhouse gas emissions. If the entity is required 

by a jurisdictional authority or an exchange on which it is listed to use a 

different method for measuring its greenhouse gas emissions, the entity is 

permitted to use this method rather than using the Greenhouse Gas Protocol: 

A Corporate Accounting and Reporting Standard (2004) for as long as the 

jurisdictional or exchange requirement applies to the entity. 

In some circumstances, an entity might be subject to a requirement in the 

jurisdiction in which it operates to disclose its greenhouse gas emissions for a 

specific part of the entity or for some of its greenhouse gas emissions (for 

example, only for Scope 1 and Scope 2 greenhouse gas emissions). In such 

circumstances, the jurisdictional requirement does not exempt the entity 

from applying the requirements in this Standard to disclose the entity’s Scope 

1, Scope 2 and Scope 3 greenhouse gas emissions for the entity as a whole. 

 

Measurement approach, inputs and assumptions 

Paragraph 29(a)(iii) requires an entity to disclose the measurement approach, 

inputs and assumptions it uses to measure its greenhouse gas emissions. As 

part of this requirement, the entity shall include information about: 

(a) the measurement approach the entity uses in accordance with the 

Greenhouse Gas Protocol: A Corporate Accounting and Reporting 

Standard (2004) (see paragraph B27); 

(b) the applicable method if the entity is not using the Greenhouse Gas 

Protocol: A Corporate Accounting and Reporting Standard (2004) and 

the measurement approach the entity uses (see paragraph B28); and 

(c) the emission factors the entity uses (see paragraph B29). 
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The measurement approach set out in the Greenhouse Gas 
Protocol 

The Greenhouse Gas Protocol: A Corporate Accounting and Reporting 

Standard (2004) includes different measurement approaches that an entity 

might use when measuring its greenhouse gas emissions. In disclosing 

information in accordance with paragraph 29(a)(iii), the entity is required to 

disclose information about the measurement approach it uses. For example, 

when the entity discloses its greenhouse gas emissions measured in 

accordance with the Greenhouse Gas Protocol: A Corporate Accounting and 

Reporting Standard (2004), the entity is required to use the equity share or 

control approach. Specifically, the entity shall disclose: 

(a) the approach it uses to determine its greenhouse gas emissions (for 

example, the equity share or control approach in the Greenhouse Gas 

Protocol: A Corporate Accounting and Reporting Standard (2004)); and 

(b) the reason, or reasons, for the entity’s choice of measurement 

approach and how that approach relates to the disclosure objective in 

paragraph 27. 

 

Other methods and measurement approaches 

When an entity discloses its greenhouse gas emissions measured in 

accordance with another method, applying paragraphs 29(a)(ii), B24–B25 or 

C4(a), the entity shall disclose: 

(a) the applicable method and measurement approach the entity uses to 

determine its greenhouse gas emissions; and 

(b) the reason, or reasons, for the entity’s choice of method and 

measurement approach and how that approach relates to the 

disclosure objective in paragraph 27. 

 

Emission factors 

As part of an entity’s disclosure of the measurement approach, inputs and 

assumptions, the entity shall disclose information to enable users of general 

purpose financial reports to understand which emission factors the entity uses 

in its measurement of its greenhouse gas emissions. This Standard does not 

specify emission factors an entity is required to use in its measurement of its 

greenhouse gas emissions. Instead, this Standard requires an entity to use 

emission factors that best represent the entity’s activity as its basis for 

measuring its greenhouse gas emissions. 

 

Scope 2 greenhouse gas emissions 

Paragraph 29(a)(v) requires an entity to disclose its location-based Scope 2 

greenhouse gas emissions and provide information about any contractual 

instruments the entity has entered into that could inform users’ 

understanding of the entity’s Scope 2 greenhouse gas emissions. For the 

avoidance of doubt, an entity is required to disclose its Scope 2 greenhouse gas 

emissions using a location-based approach and is required to provide 

information about contractual instruments only if such instruments exist and 
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information about them informs users’ understanding of an entity’s Scope 2 

greenhouse gas emissions. 

Contractual instruments are any type of contract between an entity and 

another party for the sale and purchase of energy bundled with attributes 

about the energy generation or for unbundled energy attribute claims 

(unbundled energy attribute claims relate to the sale and purchase of energy 

that is separate and distinct from the greenhouse gas attribute contractual 

instruments). Various types of contractual instruments are available in 

different markets and the entity might disclose information about its market- 

based Scope 2 greenhouse gas emissions as part of its disclosure. 

 

Scope 3 greenhouse gas emissions 

In accordance with paragraph 29(a)(vi), an entity shall disclose information 

about its Scope 3 greenhouse gas emissions to enable users of general purpose 

financial reports to understand the source of these emissions. The entity shall 

consider its entire value chain (upstream and downstream) and shall consider 

all 15 categories of Scope 3 greenhouse gas emissions, as described in the 

Greenhouse Gas Protocol Corporate Value Chain (Scope 3) Accounting and 

Reporting Standard (2011). In accordance with paragraph 29(a)(vi), the entity 

shall disclose which of these categories are included in its Scope 3 greenhouse 

gas emissions disclosures. 

For the avoidance of doubt, regardless of the method an entity uses to 

measure its greenhouse gas emissions, the entity is required to disclose the 

categories included within its measure of Scope 3 greenhouse gas emissions as 

described in paragraph 29(a)(vi)(1). 

In accordance with paragraph B11 in NFRS S1, on the occurrence of a 

significant event or a significant change in circumstances, an entity shall 

reassess the scope of all affected climate-related risks and opportunities 

throughout its value chain, including reassessing which Scope 3 categories 

and entities throughout its value chain to include in the measurement of its 

Scope 3 greenhouse gas emissions. A significant event or significant change in 

circumstances can occur without the entity being involved in that event or 

change in circumstances or as a result of a change in what the entity assesses 

to be important to users of general purpose financial reports. For example, 

such significant events or significant changes in circumstances might include: 

(a) a significant change in the entity's value chain (for example, a supplier 

in the entity's value chain makes a change that significantly alters the 

supplier’s greenhouse gas emissions); 

(b) a significant change in the entity’s business model, activities or 

corporate structure (for example, a merger or acquisition that expands 

the entity's value chain); and 

(c) a significant change in the entity’s exposure to climate-related risks 

and opportunities (for example, a supplier in the entity’s value chain is 

affected by the introduction of an emissions regulation that the entity 

had not anticipated). 
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An entity is permitted, but not required, to reassess the scope of any climate- 

related risk or opportunity throughout its value chain more frequently than 

required by paragraph B11 in NFRS S1. 

In accordance with paragraph B6(b) in NFRS S1, to determine the scope of 

the value chain, which includes its breadth and composition, an entity shall 

use all reasonable and supportable information that is available to the entity 

at the reporting date without undue cost or effort. 

An entity that participates in one or more financial activities associated with 

asset management, commercial banking and insurance shall disclose 

additional information about the financed emissions associated with those 

activities as part of the entity’s disclosure of its Scope 3 greenhouse gas 

emissions (see paragraphs B58–B63). 

Scope 3 measurement framework 

An entity’s measurement of Scope 3 greenhouse gas emissions is likely to 

include the use of estimation rather than solely comprising direct 

measurement. In measuring Scope 3 greenhouse gas emissions an entity shall 

use a measurement approach, inputs and assumptions that result in a faithful 

representation of this measurement. The measurement framework described 

in paragraphs B40–B54 provides guidance for an entity to use in preparing its 

Scope 3 greenhouse gas emissions disclosures. 

An entity is required to use all reasonable and supportable information that is 

available to the entity at the reporting date without undue cost or effort when 

the entity selects the measurement approach, inputs and assumptions it uses 

in measuring Scope 3 greenhouse gas emissions. 

An entity’s measurement of Scope 3 greenhouse gas emissions relies upon a 

range of inputs. This Standard does not specify the inputs the entity is 

required to use to measure its Scope 3 greenhouse gas emissions, but does 

require the entity to prioritise inputs and assumptions using these identifying 

characteristics (which are listed in no particular order): 

(a) data based on direct measurement (paragraphs B43–B45); 

(b) data from specific activities within the entity’s value chain (paragraphs 

B46–B49); 

(c) timely data that faithfully represents the jurisdiction of, and the 

technology used for, the value chain activity and its greenhouse gas 

emissions (paragraphs B50–B52); and 

(d) data that has been verified (paragraphs B53–B54). 

An entity is required to apply the Scope 3 measurement framework to 

prioritise inputs and assumptions even when the entity is required by a 

jurisdictional authority or an exchange on which the entity is listed to use a 

method other than the Greenhouse Gas Protocol: A Corporate Accounting and 

Reporting Standard (2004) for measuring its greenhouse gas emissions (see 

paragraphs B24–B25), or whether the entity uses the transition relief described 

in paragraph C4(a). 
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An entity’s prioritisation of the measurement approach, inputs and 

assumptions and the entity’s considerations of associated trade-offs—based on 

the characteristics in paragraph B40—requires management to apply 

judgement. For example, an entity might need to consider the trade-offs 

between timely data and data that is more representative of the jurisdiction 

and technology used for the value chain activity and its emissions. More 

recent data might provide less detail about the specific activity, including the 

technology that was used in the value chain and the location of that activity. 

On the other hand, older data that is published infrequently might be 

considered more representative of the specific activity and its greenhouse gas 

emissions. 

 

Data based on direct measurement 

Two methods are used to quantify Scope 3 greenhouse gas emissions: direct 

measurement and estimation. Of these two methods—and with all else being 

equal—an entity shall prioritise direct measurement. 

‘Direct measurement’ refers to the direct monitoring of greenhouse gas 

emissions and, in theory, provides the most accurate evidence. However, it is 

expected that Scope 3 greenhouse gas emissions data will include estimation 

due to the challenges associated with direct measurement of Scope 3 

greenhouse gas emissions. 

Estimation of Scope 3 greenhouse gas emissions involves approximate 

calculations of data based on assumptions and appropriate inputs. An entity 

that measures its Scope 3 greenhouse gas emissions using estimation is likely 

to use two types of input: 

(a) data that represents the entity’s activity that results in greenhouse gas 

emissions (activity data). For example, the entity might use distance 

travelled as activity data to represent the transport of goods within its 

value chain. 

(b) emission factors that convert activity data into greenhouse gas 

emissions. For example, the entity will convert the distance travelled 

(activity data) into greenhouse gas emissions data using emission 

factors. 

 

Data from specific activities within the entity’s value chain 

An entity’s measurement of its Scope 3 greenhouse gas emissions will be based 

on data obtained directly from specific activities within the entity’s value 

chain (primary data), data not obtained directly from activities within the 

entity’s value chain (secondary data), or a combination of both. 

In measuring an entity’s Scope 3 greenhouse gas emissions, primary data is 

more likely to be representative of the entity’s value chain activity and its 

greenhouse gas emissions than secondary data. Therefore, the entity shall 

prioritise—with all else being equal—the use of primary data. 
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Primary data for Scope 3 greenhouse gas emissions includes data provided by 

suppliers or other entities in the value chain related to specific activities in an 

entity’s value chain. For example, primary data could be sourced from meter 

readings, utility bills or other methods that represent specific activities in the 

entity’s value chain. Primary data could be collected internally (for example, 

through the entity’s own records), or externally from suppliers and other 

value chain partners (for example, supplier-specific emission factors for 

purchased goods or services). Data from specific activities within an entity’s 

value chain provides a more accurate representation of the entity’s specific 

value chain activities and, therefore, will provide a better basis for measuring 

the entity’s Scope 3 greenhouse gas emissions. 

Secondary data for Scope 3 greenhouse gas emissions is data that is not 

obtained directly from specific activities within an entity’s value chain. 

Secondary data is often supplied by third-party data providers and includes 

industry-average data (for example, from published databases, government 

statistics, literature studies and industry associations). Secondary data 

includes data used to approximate the activity or emission factors. 

Additionally, secondary data includes primary data from a specific activity 

(proxy data) used to estimate greenhouse gas emissions for another activity. If 

an entity uses secondary data to measure its Scope 3 greenhouse gas 

emissions, it shall consider the extent to which the data faithfully represents 

the entity’s activities. 

Timely data that faithfully represents the jurisdiction of, and the 
technology used for, the value chain activity and its greenhouse gas 
emissions 

If an entity uses secondary data, it shall prioritise the use of activity or 

emissions data that is based on, or represents, the technology used in the 

value chain activity the data is intended to represent. For example, an entity 

might obtain primary data from its activities (for example, the specific aircraft 

model, distance travelled and travel-class used by employees when travelling) 

and would then use secondary data that represents the greenhouse gas 

emissions arising from those activities to convert the primary data into an 

estimate of its greenhouse gas emissions from air travel. 

If an entity uses secondary data, it shall prioritise activity or emissions data 

that is based on, or represents, the jurisdiction in which the activity 

happened. For example, an entity shall prioritise emission factors that relate 

to the jurisdiction in which the entity operates or in which the activity has 

taken place. 

If an entity uses secondary data, it shall prioritise activity or emissions data 

that is timely and representative of the entity’s value chain activity during the 

reporting period. In some jurisdictions, and for some technologies, secondary 

data is collected annually and, therefore, the data is likely to be representative 

of the entity’s current practice. However, some secondary data sources rely on 

information collected in a reporting period that is different from the entity’s 

own reporting period. 
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Verified data 

An entity shall prioritise Scope 3 greenhouse gas emissions data that is 

verified. Verification can provide users of general purpose financial reports 

with confidence that the information is complete, neutral and accurate. 

Verified data might include data that has been internally or externally 

verified. Verification can take place in several ways, including on-site 

checking, reviewing calculations, or cross-checking of data against other 

sources. However, in some cases an entity might be unable to verify its Scope 3 

greenhouse gas emissions without undue cost or effort. For example, the 

entity might be prevented from obtaining a complete set of verified data due 

to the volume of data or because the data is obtained from entities in the 

value chain that are separated by many tiers from the reporting entity, that is, 

entities that the reporting entity does not interact with directly. In such cases, 

an entity might need to use unverified data. 

 

Disclosure of inputs to Scope 3 greenhouse gas emissions 

An entity shall disclose information about the measurement approach, inputs 

and assumptions it uses to measure its Scope 3 greenhouse gas emissions in 

accordance with paragraph 29(a)(iii). This disclosure shall include information 

about the characteristics of the data inputs as described in paragraph B40. The 

purpose of this disclosure is to provide users of general purpose financial 

reports with information about how the entity has prioritised the highest 

quality data available, which faithfully represents the value chain activity and 

its Scope 3 greenhouse gas emissions. This disclosure also helps users of 

general purpose financial reports to understand why the measurement 

approach, inputs and assumptions the entity uses to estimate its Scope 3 

greenhouse gas emissions are relevant. 

As part of the requirement in paragraph 29(a)(iii), and to reflect how an entity 

prioritises Scope 3 data in accordance with the measurement framework set 

out in paragraphs B40–B54, the entity shall disclose information that enables 

users of general purpose financial reports to understand: 

(a) the extent to which the entity’s Scope 3 greenhouse gas emissions are 

measured using inputs from specific activities within the entity’s value 

chain; and 

(b) the extent to which the entity’s Scope 3 greenhouse gas emissions are 

measured using inputs that are verified. 

This Standard includes the presumption that Scope 3 greenhouse gas 

emissions can be estimated reliably using secondary data and industry 

averages. In those rare cases when an entity determines it is impracticable to 

estimate its Scope 3 greenhouse gas emissions, the entity shall disclose how it 

is managing its Scope 3 greenhouse gas emissions. Applying a requirement is 

impracticable when the entity cannot apply it after making every reasonable 

effort to do so. 
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Financed emissions 

Entities participating in financial activities face risks and opportunities related 

to the greenhouse gas emissions associated with those activities. 

Counterparties, borrowers or investees with higher greenhouse gas emissions 

might be susceptible to risks associated with technological changes, shifts in 

supply and demand and policy change, which in turn can affect the financial 

institution that is providing financial services to these entities. These risks and 

opportunities can arise in the form of credit risk, market risk, reputational 

risk and other financial and operational risks. For example, credit risk might 

arise in relation to financing clients affected by increasingly stringent carbon 

taxes, fuel efficiency regulations or other policies; credit risk might also arise 

through technological shifts. Reputational risk might arise from financing 

fossil-fuel projects. Entities participating in financial activities, including 

commercial and investment banks, asset managers and insurance entities, are 

increasingly monitoring and managing such risks by measuring their financed 

emissions. This measurement serves as an indicator of an entity’s exposure to 

climate-related risks and opportunities and how the entity might need to 

adapt its financial activities over time. 

Paragraph 29 (a)(i)(3) requires an entity to disclose its absolute gross Scope 3 

greenhouse gas emissions generated during the reporting period, including 

upstream and downstream emissions. An entity that participates in one or 

more of the following financial activities is required to disclose additional and 

specific information about its Category 15 emissions or those emissions 

associated with its investments which is also known as ‘financed emissions’: 

(a) asset management (see paragraph B61); 

(b) commercial banking (see paragraph B62); and 

(c) insurance (see paragraph B63). 

An entity shall apply the requirements for disclosing greenhouse gas 

emissions in accordance with paragraph 29(a) when disclosing information 

about its financed emissions. 

 

Asset management 

An entity that participates in asset management activities shall disclose: 

(a) its absolute gross financed emissions, disaggregated by Scope 1, Scope 

2 and Scope 3 greenhouse gas emissions. 

(b) for each of the disaggregated items in paragraph B61(a), the total 

amount of assets under management (AUM) that is included in the 

financed emissions disclosure, expressed in the presentation currency 

of the entity’s financial statements. 

(c) the percentage of the entity’s total AUM included in the financed 

emissions calculation. If the percentage is less than 100%, the entity 

shall disclose information that explains the exclusions, including types 

of assets and associated amount of AUM. 
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the method of allocation the entity used to attribute its share of 

emissions in relation to the size of investments. 
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Commercial banking 

An entity that participates in commercial banking activities shall disclose: 

(a) its absolute gross financed emissions, disaggregated by Scope 1, Scope 

2 and Scope 3 greenhouse gas emissions for each industry by asset 

class. When disaggregating by: 

(i) industry—the entity shall use the Global Industry Classification 

Standard (GICS) 6-digit industry-level code for classifying 

counterparties, reflecting the latest version of the classification 

system available at the reporting date. 

(ii) asset class—the disclosure shall include loans, project finance, 

bonds, equity investments and undrawn loan commitments. If 

the entity calculates and discloses financed emissions for other 

asset classes, it shall include an explanation of why the 

inclusion of those additional asset classes provides relevant 

information to users of general purpose financial reports. 

(b) its gross exposure to each industry by asset class, expressed in the 

presentation currency of the entity’s financial statements. For: 

(i) funded amounts—gross exposure shall be calculated as the 

funded carrying amounts (before subtracting the loss 

allowance, when applicable), whether prepared in accordance 

with NFRS Accounting Standards or other GAAP. 

(ii) undrawn loan commitments—the entity shall disclose the full 

amount of the commitment separately from the drawn portion 

of loan commitments. 

(c) the percentage of the entity’s gross exposure included in the financed 

emissions calculation. The entity shall: 

(i) if the percentage of the entity’s gross exposure included in the 

financed emissions calculation is less than 100%, disclose 

information that explains the exclusions, including the type of 

assets excluded. 

(ii) for funded amounts, exclude from gross exposure all impacts of 

risk mitigants, if applicable. 

(iii) disclose separately the percentage of its undrawn loan 

commitments included in the financed emissions calculation. 

(d) the methodology the entity used to calculate its financed emissions, 

including the method of allocation the entity used to attribute its 

share of emissions in relation to the size of its gross exposure. 
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Insurance 

An entity that participates in financial activities associated with the insurance 

industry shall disclose: 

(a) its absolute gross financed emissions, disaggregated by Scope 1, Scope 

2 and Scope 3 greenhouse gas emissions for each industry by asset 

class. When disaggregating by: 

(i) industry—the entity shall use the Global Industry Classification 

Standard (GICS) 6-digit industry-level code for classifying 

counterparties, reflecting the latest version of the classification 

system available at the reporting date. 

(ii) asset class—the disclosure shall include loans, bonds and equity 

investments, as well as undrawn loan commitments. If the 

entity calculates and discloses financed emissions for other 

asset classes, it shall include an explanation of why the 

inclusion of those additional asset classes provides relevant 

information to users of general purpose financial reports. 

(b) the gross exposure for each industry by asset class, expressed in the 

presentation currency of the entity’s financial statements. For: 

(i) funded amounts—gross exposure shall be calculated as the 

funded carrying amounts (before subtracting the loss 

allowance, when applicable), whether prepared in accordance 

with NFRS Accounting Standards or other GAAP. 

(ii) undrawn loan commitments—the entity shall disclose the full 

amount of the commitment separately from the drawn portion 

of loan commitments. 

(c) the percentage of the entity’s gross exposure included in the financed 

emissions calculation. The entity shall: 

(i) if the percentage of the entity’s gross exposure included in the 

financed emissions calculation is less than 100%, disclose 

information that explains the exclusions, including type of 

assets excluded. 

(ii) disclose separately the percentage of its undrawn loan 

commitments included in the financed emissions calculation. 

(d) the methodology the entity used to calculate its financed emissions, 

including the method of allocation the entity used to attribute its 

share of emissions in relation to the size of its gross exposure. 
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In addition to information about an entity’s greenhouse gas emissions, the 

entity is required to disclose information relevant to the cross-industry metric 

categories set out in paragraph 29(b)–(g). 

In preparing disclosures to fulfil the requirements in paragraph 29(b)–(g), an 

entity shall: 

(a) consider the time horizons over which the effects of climate-related 

risks and opportunities could reasonably be expected to occur, 

described in accordance with paragraph 10. 

(b) consider where in the entity’s business model and value chain climate- 

related risks and opportunities are concentrated (for example, 

geographical areas, facilities or types of assets) (see paragraph 13). 

(c) consider the information disclosed in accordance with 

paragraph 16(a)–(b) in relation to the effects of climate-related risks 

and opportunities on the entity’s financial position, financial 

performance and cash flows for the reporting period. 

(d) consider whether industry-based metrics, as described in paragraph 32 

—including those defined in an applicable Nepal Sustainability 

Disclosure Standard or those that otherwise satisfy the 

requirements in NFRS S1—could be used to satisfy the requirements 

in whole or in part. 

(e) consider the connections between the information disclosed to fulfil 

the requirements in paragraph 29(b)–(g) with the information 

disclosed in the related financial statements, in accordance with 

paragraph 21(b)(ii) of NFRS S1. These connections include consistency in 

the data and assumptions used—to the extent possible—and linkages 

between the amounts disclosed in accordance with paragraph 29(b)–(g) 

and the amounts recognised and disclosed in the financial statements. 

For example, an entity would consider whether the carrying amount of 

assets used is consistent with amounts included in the financial 

statements and would explain the connections between information in 

these disclosures and amounts in the financial statements. 
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Characteristics of a climate-related target 

Paragraph 33 requires an entity to disclose the quantitative or qualitative 

climate-related targets it has set, and any it is required to meet by law or 

regulation, including any greenhouse gas emissions targets. In disclosing these 

climate-related targets, the entity is required to disclose information about the 

characteristics of these targets as described in paragraph 33(a)–(h). If the 

climate-related target is quantitative, an entity is required to describe whether 

the target is an absolute target or an intensity target. An absolute target is 

defined as a total amount of a measure or a change in the total amount of a 

measure, whereas an intensity target is defined as a ratio of a measure, or a 

change in the ratio of a measure, to a business metric. 

In identifying and disclosing the metric used to set a climate-related target 

and measure progress, an entity shall consider the cross-industry metrics and 

industry-based metrics. If the metric has been developed by the entity to 

measure progress towards a target, the entity shall disclose information about 

that metric in accordance with paragraph 50 of NFRS S1. 

 

Greenhouse gas emissions targets 

Gross and net greenhouse gas emissions targets 

If an entity has a greenhouse gas emissions target, the entity is required to 

specify whether the target is a gross greenhouse gas emissions target or a net 

greenhouse gas emissions target. Gross greenhouse gas emissions targets 

reflect the total changes in greenhouse gas emissions planned within the 

entity’s value chain. Net greenhouse gas emissions targets are the entity’s 

targeted gross greenhouse gas emissions minus any planned offsetting efforts 

(for example, the entity’s planned use of carbon credits to offset its 

greenhouse gas emissions). 

Paragraph 36(c) specifies that if an entity has a net greenhouse gas emissions 

target it is required to also disclose a gross greenhouse gas emissions target. 

For the avoidance of doubt, if the entity discloses a net greenhouse gas 

emissions target, this target cannot obscure information about its gross 

greenhouse gas emissions targets. 

 

Carbon credits 

Paragraph 36(e) requires an entity to describe its planned use of carbon credits 

—which are transferable or tradeable instruments—to offset emissions to 

achieve any net greenhouse gas emissions targets the entity has set, or any it 

is required to meet by law or regulation. Any information about the planned 

use of carbon credits shall clearly demonstrate the extent to which these 

carbon credits are relied on to achieve the net greenhouse gas emissions 

targets. 
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B71 In accordance with paragraph 36(e), an entity is required to disclose only its 

planned use of carbon credits. However, as part of this disclosure, the entity 

might also include information about carbon credits it has already purchased 

that the entity is planning to use to meet its net greenhouse gas emissions 

target, if the information enables users of general purpose financial reports to 

understand the entity’s greenhouse gas emissions target. 
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Appendix C 
Effective date and transition 

This appendix is an integral part of NFRS S2 and has the same authority as the other parts of the 

Standard. 

 

Effective date 
 

C1 An entity shall apply this Standard for annual reporting periods beginning on 

or after XX XX 202X. Earlier application is permitted. If an entity applies 

this Standard earlier, it shall disclose that fact and apply NFRS S1 

General Requirements for Disclosure of Sustainability-related Financial Information at 

the same time. 

C2 For the purposes of applying paragraphs C3–C5, the date of initial application 

is the beginning of the annual reporting period in which an entity first applies 

this Standard. 
 

Transition 
 

C3 An entity is not required to provide the disclosures specified in this Standard 

for any period before the date of initial application. Accordingly, an entity is 

not required to disclose comparative information in the first annual reporting 

period in which it applies this Standard. 

C4 In the first annual reporting period in which an entity applies this Standard, 

the entity is permitted to use one or both of these reliefs: 

(a) if, in the annual reporting period immediately preceding the date of 

initial application of this Standard, the entity used a method for 

measuring its greenhouse gas emissions other than the Greenhouse 

Gas Protocol: A Corporate Accounting and Reporting Standard (2004), 

the entity is permitted to continue using that other method; and 

(b) an entity is not required to disclose its Scope 3 greenhouse gas 

emissions (see paragraph 29(a)) which includes, if the entity 

participates in asset management, commercial banking or insurance 

activities, the additional information about its financed emissions (see 

paragraph 29(a)(vi)(2) and paragraphs B58–B63). 

C5 If an entity uses the relief in paragraph C4(a) or paragraph C4(b), the entity is 

permitted to continue to use that relief for the purposes of presenting that 

information as comparative information in subsequent reporting periods. 
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