1. IFRS S1: General Requirements for Sustainability-Related Financial Disclosures

Objective: IFRS S1 provides a framework for reporting sustainability-related risks and
opportunities that could affect a company’s cash flows, financial position, or
performance. It aims to ensure transparency and comparability of sustainability-related
information.

Key Reporting Requirements for a Logistics and Freight Forwarding Company

01. Material Sustainability-Related Risks and Opportunities

Identify risks and opportunities from environmental, social, and governance (ESG)
factors affecting operations and financials.

For logistics, these might include:

Climate change (e.g., fuel emissions regulations).
Energy costs and efficiency.

Supply chain disruptions.

Labor and safety issues.

Regulatory changes affecting shipping and transportation.

02. Governance

Disclose how the company’s governance structure oversees sustainability risks and
opportunities.

Key areas:
Role of the board and senior management in sustainability.
Accountability measures for ESG performance.

Policies related to emissions, fuel efficiency, and labor practices.



03.Strategy

Explain the company’s sustainability strategy in relation to long-term risks and
opportunities.

Specific to logistics:
Strategies to mitigate fuel price volatility (e.g., renewable fuels or electric fleets).
Investments in green technology, such as energy-efficient warehouses.

Partnerships with sustainable suppliers or carbon offset programs.

04.Risk Management

Describe processes to identify, assess, and manage sustainability-related risks.
For logistics:

Systems for managing emissions data and energy consumption.

Risk assessments of climate-related impacts on shipping routes or ports.

Processes for ensuring labor safety and compliance.

05.Metrics and Targets

Report key performance indicators (KPIs) and targets used to assess sustainability
performance.

Examples for logistics:

Carbon emissions (Scope 1, 2, and potentially Scope 3 emissions).
Energy efficiency metrics (e.g., fuel consumption per kilometer).
Waste management performance.

Target reductions in emissions or energy intensity.



2. IFRS S2: Climate-Related Disclosures

Objective: IFRS S2 focuses specifically on climate-related risks and opportunities. It aligns
with the TCFD (Task Force on Climate-Related Financial Disclosures) framework.

Key Reporting Requirements for a Logistics and Freight Forwarding Company

01.Governance

Report on how climate-related risks and opportunities are integrated into governance
processes.

Examples:

Responsibility for managing emissions targets at the board or management level.
Governance of climate adaptation projects, like improving fleet efficiency.
02.Strategy

Disclose how climate-related risks and opportunities affect the business model, strategy,
and financial performance.

Specific to logistics:
Physical Risks: Impact of extreme weather on shipping routes (e.g., floods, storms).
Transition Risks: Costs from stricter emissions regulations or carbon taxes.

Opportunities: Cost savings from fuel-efficient fleets, electric vehicles, or digital route
optimization.

03.Risk Management

Explain how climate-related risks are identified, assessed, and managed.
Examples for logistics:

Climate risk models for assessing disruptions to shipping ports.

Processes for measuring and managing fuel consumption and emissions.



04.Metrics and Targets

Disclose climate-related metrics and targets.

Key Metrics for Logistics:

Total greenhouse gas (GHG) emissions (Scope 1, 2, and 3).

Scope 1: Direct emissions from company-operated vehicles.

Scope 2: Indirect emissions from purchased energy for warehouses.
Scope 3: Emissions from suppliers, third-party logistics providers, etc.
Fuel efficiency (e.g., liters of fuel per ton-kilometer).

Energy use by facilities and warehouses.

Carbon intensity targets (e.g., net-zero by 2050).

05.Scenario Analysis

Perform and disclose the results of climate scenario analysis to assess financial impacts
under various climate scenarios (e.g., 1.5°C and 2°C warming scenarios).

For logistics:
Impact on costs and revenues if stricter carbon pricing is introduced.

Financial risks of rising fuel prices and lower demand for high-carbon services.

Practical Application for Logistics Companies

To align with IFRS S1 and S2, a logistics and freight forwarding company should:
01.Assess and Disclose Emissions:

Measure emissions across all scopes and disclose them transparently.

Example: Report annual CO: emissions and fuel consumption.

02.Set Climate Targets:

Implement net-zero carbon goals with clear interim targets (e.g., reducing emissions by
25% by 2030).



03.Enhance Energy Efficiency:

Transition to cleaner technologies, such as electric or hybrid trucks, green shipping
practices, and energy-efficient warehouses.

Climate Risk Analysis:

Model the impact of climate scenarios on delivery routes, shipping delays, and financial
costs.

04.Supply Chain Transparency:

Collaborate with suppliers and partners to ensure sustainability standards throughout
the value chain.

05.Report Performance Metrics:

Provide consistent, verifiable metrics on emissions, energy use, and ESG goals.

Implementation Strategies

1. Short-term Focus Areas: Start with high-impact, easily actionable initiatives like
optimizing transportation routes, switching to LED lights, or improving driver safety.

2. Mid-term Goals: Focus on electrifying fleet vehicles, renewable energy integration, and
supplier audits.

3. Long-term Vision: Transition fully to clean energy, achieve net-zero emissions, and
integrate ESG deeply into business operations.

4. Collaboration: Partner with tech providers for energy-efficient tools and telematics
solutions for performance monitoring.



Impacts on the Logistics and Transportation Sector

A. Enhanced Reporting Obligations

o Disclosure of Climate-Related Risks:
Logistics and transportation companies must report risks associated with their carbon-
intensive activities (e.g., fuel consumption, emissions).
o Transition risks: Costs from regulatory changes, such as carbon pricing and fuel
efficiency mandates.
o Physical risks: Damage to infrastructure and supply chains due to extreme
weather events (e.g., flooding, hurricanes).
e Scope 1, 2, and 3 Emissions:
Companies must measure and disclose emissions:
o Scope 1: Direct emissions from owned vehicles and facilities.
o Scope 2: Indirect emissions from purchased energy.
o Scope 3: Indirect emissions across the supply chain, such as third-party transport
providers, suppliers, and end customers.

Example: A trucking company will need to disclose emissions from its fleet (Scope 1) and
emissions from subcontractors (Scope 3).

B. Financial Implications

e Increased Costs:
Costs will arise from implementing systems to monitor emissions, improve sustainability
reporting, and comply with new regulatory requirements.

o Operational Adjustments:
Companies may need to transition to cleaner technologies (e.g., electric vehicles,
biofuels) and improve fuel efficiency to mitigate regulatory and reputational risks.

e Access to Capital:
Investors will increasingly use sustainability disclosures to assess risk and make
investment decisions. Poor sustainability performance could limit access to capital or
increase financing costs.

C. Strategic and Competitive Impacts

« Improved Risk Management:
Companies will gain a clearer understanding of how climate risks (e.g., supply chain
disruptions, higher fuel costs) impact financial performance.

e Transition to Green Technologies:
Disclosures under IFRS S2 may incentivize companies to invest in:



o Electric vehicles (EVs) or hydrogen-powered trucks.

o Energy-efficient logistics infrastructure (e.g., warehouses with renewable energy).
Competitive Advantage:
Companies that proactively address sustainability risks can attract investors, customers,
and regulators, gaining a competitive edge.

Example: A shipping company investing in low-emission vessels will gain an advantage in
markets with strict emission regulations.

D. Legal and Regulatory Compliance

Companies operating in regions where IFRS S1 and S2 are adopted will face mandatory
reporting requirements. Non-compliance could result in penalties or reputational damage.
Reporting may overlap with other climate frameworks (e.g., EU Corporate
Sustainability Reporting Directive or CSRD).

Steps for Logistics and Transportation Companies

To align with IFRS S1 and S2, companies can:

1.

2.

Assess Material Risks and Opportunities: Identify significant sustainability and
climate risks affecting operations.

Improve Data Collection: Implement systems to track emissions, fuel usage, and
sustainability metrics across the supply chain.

Enhance Transparency: Disclose risks, strategies, and financial impacts in annual
reports.

Invest in Low-Carbon Technologies: Adopt cleaner transportation options and optimize
logistics routes.

Train Staff: Ensure teams are equipped to implement sustainability strategies and meet
reporting requirements



