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July 15, 2026

To:

Jo-Anne Matear

Director, Sustainability Standards
Canadian Sustainability Standards Board
145 King Street West, Suite 500
Toronto, ON M5H 1]8

From:
Dr Helen Tooze
Senior Policy Researcher, Canada Climate Law Initiative

tooze@allard.ubc.ca

Sonia li Trottier
Director, Canada Climate Law Initiative

trottier@allard.ubc.ca

Re: CSSB Exposure Draft: Proposed Amendments to CSDS 2: Amendments to Greenhouse Gas
(GHG) Emissions Disclosures

Dear Ms Matear,

The Canada Climate Law Initiative (CCLI) values the work of the Canadian Sustainable Standards
Board (CSSB) and its Canadian Sustainability Disclosure Standards (CSDS 1 & 2). The standards are
vital to advancing the identification, oversight, and management of climate-related financial risks
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and opportunities in Canadian companies. We appreciate the opportunity to submit our response to
the CSSB's proposed amendments to CSDS 2 on GHG emission disclosures.’

Investors are increasingly seeking comprehensive and accurate emissions data to assess climate-
related risks and opportunities across their portfolios. It is CCLI's view that emissions attributed to
investments in facilitated emissions, including derivatives and insurance-associated emissions, can
be significant and material to considerations of risk exposure. Accordingly, we do not support any
proposal to limit the disclosure of these emissions. We are, however, supportive of providing
time-limited relief instead of permanent relief for facilitated emissions and insurance-related
emissions. Our detailed rationale is set out in our submission to the IFRS consultation.?

CCLI acknowledges that not adopting the Amendments to Greenhouse Gas Emissions Disclosures
in IFRS S2, published by the International Sustainability Standards Board (ISSB) in December 2025,3
would mean a significant departure from the ISSB global standard, and that such a departure may
affect the global comparability of climate-related reporting. However, CCLI agrees that granting
permanent relief to exclude scope 3 emissions category 15 GHG emissions with facilitated and
insurance-associated activities is concerning.*

Not aligning with the ISSB amendments would continue to require Canadian preparers to assess,
manage and report on facilitated and insurance-associated emissions, putting them and their
investors at an advantage to their global counterparts. Canadian preparers will be more informed
about the risks and opportunities related to those emissions, allowing for better risk management,
whilst their investors will have the information they need to evaluate the materiality of emissions in
their Climate Value at Risk (CVaR) analysis, which is fundamental to overall organizational physical
and transition risk assessment. CCLI believes the disclosure of facilitated and insurance-associated
emissions contributes to greater financial stability.

In an effort to provide reporting entities with ample time to adjust, the suggested effective date
would be understandable for CSSB's full adoption of the ISSB's GHG amendments to IFRS S2.

T Canadian Sustainability Standards Board, “CSSB Exposure Draft, “Proposed Amendments to CSDS 2: Amendments to Greenhouse
Gas (GHG) Emissions Disclosures” (April 2026), online: FRAS
<https://www.frascanada.ca/en/sustainability/documents/amendments-csds2-ghg-emissions>.

2 International Financial Reporting Standards, “Exposure Draft and comment letters: Amendments to Greenhouse Gas Emissions
Disclosures”, online: IFRS <https://ifrs-springapps-comment-letter-api-1.azuremicroservices.io/v2/download-
file?path=655_68898_Canada-Climate-Law-Initiative_0_CCLI-Submission-IFRS-S-Amendments-Consultation-.pdf> [CCLI ISSB
Submission].

3 International Financial Reporting Standards, “Amendments to IFRS S2: Amendments to Greenhouse Gas Emissions Disclosures”
(December 2025), online: IFRS <https://www.ifrs.org/content/dam/ifrs/publications/amendments/english/2025/issb-2025-1-
amendments-ifrs-s2.pdf>.

4 CCLI ISSB Submission, supra note 2.
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In an effort to provide reporting entities with ample time to adjust, the suggested effective date of
January 1, 2028, for the full adoption of the ISSB's GHG amendments to IFRS S2 would be
understandable. However, should the CSSB decide not to fully adopt the IFRS S2 amendments and
instead opt for time-limited relief for category 15 emissions, then CCLI believes that an extended
implementation period is unnecessary. The proposed amendments are intended to provide
transitional relief, not introduce new reporting obligations. As a result, affected preparers would not
be required to take additional action to remain compliant.

CCLI is supportive of providing time-limited relief instead of permanent relief for facilitated
emissions and insurance-related emissions. We suggest that six months would be adequate for
the amendments being suggested.

Derivatives pose substantial climate-related risk to financial institutions. A report by Ceres found
that “[d]erivatives have the potential to dramatically change a bank's climate risk exposure,
increasing it by up to 3x in certain cases”, and that derivatives are “relevant to a bank's carbon
accounting and climate target setting”.® Investors' exposure to derivatives is increasing overall as
they have become an accepted hedging strategy.

The notional value of the global derivatives market is estimated to be over US$1 quadrillion (with a
gross value of US$28.15 billion in 2024),° and Over-The-Counter (OTC) derivatives account for
US$729.8 trillion of that notional amount (with a gross value of US$17.1 trillion).” The derivatives
market can thus both contribute to and mitigate global GHG emissions, given their underlying assets
are directly linked to real-world emissions exposure. According to the International Swaps and
Derivatives Association (ISDA), derivatives markets play a key role in enhancing transparency by
providing forward information on carbon and providing an effective tool to investors to hedge
physical and transition climate risks by reducing uncertainty over future prices.®

The Institutional Investors Group on Climate Change (lIGCC) stipulates that “[a]lthough indirect
exposure to assets through derivatives may not directly contribute to GHG emissions, it is tied to
underlying assets, such as stocks or bonds, which do have associated emissions.”® Moreover, a

5 Blair Bateson & Jim Scott, "Derivatives & Bank Climate Risk: Financing a Net Zero Economy"” (Ceres Accelerator for Sustainable
Capital Markets, September 2022) at 5, online: Ceres <https://www.ceres.org/resources/reports/derivatives-bank-climate-risk>.

8 Global Growth Insights, “Derivatives Market Size, Growth & Share 2025-2033" (2 June 2025), online: Global Growth Insights
<https://www.globalgrowthinsights.com/market-reports/derivatives-market-102850>.

7 International Swaps and Derivatives Association, “Key Trends in the Size and Composition of OTC Derivatives Markets in the First
Half of 2024" (December 2024) at 2-3, online: ISDA <https://www.isda.org/a/GpbgE/Key-Trends-in-the-Size-and-Composition-of-
OTC-Derivatives-Markets-in-the-First-Half-of-2024.pdf>.

8 International Swaps and Derivatives Association, “Role of Derivatives in Carbon Markets” (September 2021) at 1, online: ISDA
<https://www.isda.org/a/soigE/Role-of-Derivatives-in-Carbon-Markets.pdf>.

¢ Institutional Investors Group on Climate Change, “Net Zero Investment Framework updated: NZIF 2.0" (IGCC, March 2024) at 25,
online: IGCC <https://www.iigcc.org/hubfs/NZIF %202.0%20Report%20PDF.pdf>.
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Ceres report suggests that there are “many potential methodologies to quantify these risks" as most
"banks are able to translate derivatives risk exposure ... into a comparable loan risk exposure” and
because of this “existing bank climate risk tools that are used for loans can also be used for [all
kinds of] derivatives."™

Furthermore, PCAF highlights that total global capital market issuance in 2022 was US$22.9 trillion
and that capital markets “sit at the nexus of financial flows that must increasingly be directed
towards more sustainable practices if we are to avoid the worst effects of climate change"." For the
insurance sector, particularly property and casualty insurance providers, which experience physical
climate-related risks firsthand, a lack of facilitated emission data can have wide-reaching and long-
term effects on climate change. Allianz board member Glinther Thallinger argues that “we are fast
approaching temperature levels—1.5°C, 2°C, 3°C—where insurers will no longer be able to offer
coverage”, which is a “systemic risk that threatens the very foundation of the financial sector. If
insurance is no longer available, other financial services become unavailable too."'? PCAF
emphasizes that for re/insurers, “scope 3 category 15 emissions - financed emissions and
insurance-associated emissions — are the most significant part of its indirect GHG emissions
inventory."™

In paragraph BC10 of the “Basis for Conclusions”, the ISSB justifies the exclusion of facilitated and
insurance-associated emissions due to a “lack of established methodologies for these types of
emissions”." However, as stressed in the CSSB consultation document, PCAF provides Global GHG
Accounting and Reporting Standards for calculating both types of emissions, and Accounting for
Sustainability (A4S) has published guides based on the PCAF standards.™ In Canada, the Office of
the Superintendent of Financial Institutions (OSFI), which supervises federally-regulated financial

0 Bateson & Scott, supra note 5 at 11.

" Partnership for Carbon Accounting Financials, The Global GHG Accounting and Reporting Standard Part B: Facilitated Emissions
(December 2023) at 6, online: PCAF <https://carbonaccountingfinancials.com/files/PCAF-PartB-Facilitated-Emissions-Standard-
Dec2023.pdf> [PCAF, GHG Reporting Standard Part B].

2 Glinther Thallinger, “Climate, Risk, Insurance: The Future of Capitalism” (25 March 2025), online: LinkedIn
<https://www.linkedin.com/pulse/climate-risk-insurance-future-capitalism-g%C3 %BCnther-thallinger-
smw5f/?trackingld=RRUTutlwR4ma9GadqzYVzw%3D%3D>.

'3 Partnership for Carbon Accounting Financials, The Global GHG Accounting and Reporting Standard Part C: Insurance-Associated
Emissions (November 2022) at 13, online: PCAF <https://carbonaccountingfinancials.com/files/downloads/pcaf-standard-part-c-
insurance-associated-emissions-nov-2022.pdf> [PCAF, GHG Reporting Standard Part C].

4 International Sustainability Standards Board, Basis for Conclusions on Exposure Draft Amendments to Greenhouse Gas Emissions
Disclosures (April 2025) at para BC10, online: IFRS <https://www.ifrs.org/content/dam/ifrs/project/amendments-greenhouse-gas-
s2/issb-ed-2025-1-greenhouse-gas-s2-bc.pdf>.

'S Partnership for Carbon Accounting Financials, GHG Reporting Standard Part B, supra note 11; PCAF, GHG Reporting Standard
Part C, supra note 13; Accounting for Sustainability, “Facilitated Emissions: Top Tips for Finance Teams of Financial Institutions” (28
November 2024), online: A4S
<https://www.accountingforsustainability.org/content/dam/a4s/corporate/home/KnowledgeHub/Guide-
pdf/A4S%20Facilitated % 20Emissions%20Top %20Tips.pdf.downloadasset.pdf>; Accounting for Sustainability, “Insurance
Associated Emissions: Top Tips for Finance Teams of Insurers and Reinsurers”, online: A4S
<https://www.accountingforsustainability.org/content/dam/a4s/corporate/home/KnowledgeHub/Guide-

pdf/Insurance %20Associated % 20Emissions %20Top % 20Tips.pdf.downloadasset.pdf>.
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institutions and pension plans, requires that insurance-associated emissions be disclosed by
financial institutions, using the PCAF standard,™ and 266 financial institutions across the globe have
reported using the PCAF methodologies.”

Large international insurance companies are already reporting on insurance-associated emissions.™
CCLI acknowledges that the lack of access to data can present a challenge for the disclosure of
emissions. However, some argue that “the underwriter can draw upon the methods already in
operation in asset management, which are more advanced in assessing the carbon footprint of
business activities even in the absence of verified emissions data."’ Moreover, credit rating
agencies, sustainability specialists, and other stakeholders increasingly offer assessment services
and dedicated tools for assessing the carbon impact of underwriting portfolios, such as Gallagher
Re's Carbon Portfolio Benchmarking Tool.2°

CCLI believes that it would be practical for the CSSB to encourage these disclosures under CSDS 2,
given that there are methodologies available for certain types of facilitated, as well as insurance-
associated emissions.

CCLI suggests that time-limited relief for the disclosure of category 15 emissions should take
effect immediately and be offered until January 2028. This aligns with the other 1-year adoption
mandates of the ISSB and CSSB and the potential update to the GHG Protocol containing category
15 emissions in 2027. Given that the existing CSSB standards, published in December 2025, require
the reporting of these emissions and that methodologies already exist for Category 15 emissions,
preparers should be measuring and reporting on these emissions already, and so time-limited relief
should be just that: limited. We support a time-relief for category 15, starting immediately until
January 2028.

6 Office of the Superintendent of Financial Institutions, Climate Risk Management (OSFI, 7 March 2025), online: OSFI
<https://www.osfi-bsif.gc.ca/en/guidance/guidance-library/climate-risk-management>.

7 Partnership for Carbon Accounting Financials, “Financial institutions taking action”, online: PCAF
<https://carbonaccountingfinancials.com/financial-institutions-taking-action>.

'8 Allianz, “Non-financial Reporting at Allianz Group: Explanatory Notes for Reporting Year 2023" (7 March 2024), online: Allianz
<https://www.allianz.com/content/dam/onemarketing/azcom/Allianz_com/sustainability/documents/Allianz_Group_Explanatory_Not
es_2023-web.pdf>.

¥ Yingzhen Chuang & Marie Ekstrom, “Decarbonizing Underwriting Portfolios” (2023) at 5, online: GallagherRe
<https://www.ajg.com/gallagherre/-/media/files/gallagher/gallagherre/news-and-insights/2023/december/decarbonizing-
underwriting-portfolios.pdf>.

20 lain Willis & Becs Hill, “Gallagher Re develops new carbon portfolio benchmarking tool”, online: GallagherRe
<https://www.ajg.com/gallagherre/news-and-insights/new-carbon-portfolio-benchmarking-tool/>.

ccli.ubc.ca



Canada Climate
B Law Initiative

On behalf of the Canada Climate Law Initiative,
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Dr Helen Tooze

Senior Policy Researcher, Canada Climate Law Initiative
Peter A. Allard School of Law, University of British Columbia

About the Canada Climate Law Initiative

Canada Climate Law Initiative (CCLI) is a collaboration between the faculties of law at the University of British Columbia and
York University, providing businesses and regulators with climate governance guidance so that they can make informed
decisions in the transition to a net-zero economy. Powered by the nation’s top experts, we engage with boards of directors
and trustees to ensure businesses, pension funds, and asset managers understand their legal duties with respect to climate
change. Our legal research offers important insights into a rapidly transforming policy landscape.?' CCLI is also the Canadian
partner of the global Commonwealth Climate and Law Initiative, founded at Oxford University.

21 Margot Hurlbert, “Cultivating effective climate governance: A guide for small farm corporations in Canada” (23 July 2024) online
(blog): CCLI <https://ccli.ubc.ca/resource/cultivating-effective-climate-governance-a-guide-for-small-farm-corporations-in-
canada/>; Helen Tooze , "Unearthing a Greener Future: Digging Deeper into Effective Climate Governance in the Canadian Mining
Sector” (30 April 2024) online (blog): CCLI <https://ccli.ubc.ca/resource/unearthing-a-greener-future-digging-deeper-into-
effective-climate-governance-in-the-canadian-mining-sector/>; Helen Tooze, “Canadian Credit Unions and Effective Climate
Governance: Cooperating for a Sustainable Future” (14 June 2023) online (blog): CCLI <https://ccli.ubc.ca/resource/canadian-
credit-unions-and-effective-climate-governance-cooperating-for-a-sustainable-future/>; Janis Sarra, “Banking on a Net-Zero
Future: Effective Climate Governance for Canadian Banks" (20 October 2022) online (blog): CCL/
<https://ccli.ubc.ca/resource/banking-on-a-net-zero-future-effective-climate-governance-for-canadian-banks/>; Janis Sarra,
"Life, Health, Property, Casualty: Canadian Insurance Company Directors and Effective Climate Governance"” (8 March 2021) online
(blog): CCLI <https://ccli.ubc.ca/resource/life-health-property-casualty-canadian-insurance-company-directors-and-effective-
climate-governance/>; Janis Sarra, Meghan Harris-Ngae, & Roopa Davé, “Audit Committees and Effective Climate Governance, A
Guide for Boards of Directors” (1 December 2020) online (blog): CCLI <https://ccli.ubc.ca/resource/audit-committees-and-
effective-climate-governance-a-guide-for-boards-of-directors/>.
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