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This paper has been prepared by the EFRAG Secretariat for discussion at a public meeting of the EFRAG
SRB. The paper does not represent the official views of EFRAG or any individual member of the EFRAG
SRB or EFRAG SR TEG. The paper is made available to enable the public to follow the discussions in the
meeting. Tentative decisions are made in public and reported in the EFRAG Update. EFRAG positions, as
approved by the EFRAG SRB, are published as comment letters, discussion or position papers, or in any
other form considered appropriate in the circumstances.

Revised LSME - Due Process considerations
Issues Paper

Objective

1.

To confirm that revised LSME can be issued as final draft without a re-exposure. This is
justified by the fact that a re-exposure would not bring new elements at this stage, compared
to what the SRB has already learned in the:

(a) feedback and comments received during the public consultation and field test (for
a summary see Agenda Papers 06-01 — 06-03 of SRB meeting 17 July 2024; and
feedback and comments received from SR TEG on the proposed changes (see
Agenda Papers 05-02 of the SR TEG meeting of 18 July 2024).

(b) feedback received in the workshops with users and other stakeholders (see
Appendix A of this document).

Information for EFRAG SRB (Background documents)

2.

3.

Refer to:

(a) Agenda Papers 04-02 and 04-03 of the SRB meeting of 5 July 2024, particularly on
the latter one which focuses on the Due Process considerations; and

(b) Agenda paper 06-01 of the SRB meeting of 02 October 2024. This paper includes
an update on the status of the project and a summary of the changes made so far
to ESRS LSME ED (from now on Revised LSME) to respond to the comments
received in the public consultation (including field test) and the feedback received
from SR TEG members.

(c) Agenda papers discussed with TEG at the following meetings (19 September, 7
October, 10 October, 17 October, 22 October, 24 October, 7 November)

The following is the relevant paragraph in the EFRAG due process procedures document?:

FINALISATION OF TECHNICAL ADVICE

5.28 After the publication of an exposure draft, EFRAG proceeds to consider stakeholders’
feedback from the consultative process. In some cases, it may be decided to re-expose
proposals before proceeding to a finalised pronouncement.

5.29 The feedback received from the public consultation and other outreach activities
determines the priorities of focus (if any), or may result in the project being discontinued.

thttps://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/EFRAG%2520Due%2

520Process%2520Procedures%2520-%2520Approved%2520by%2520GA%252015-03-2022.pdf
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5.30 Decisions to re-expose are taken by the EFRAG SRB, in consultation with the EFRAG SR
TEG. In doing so, the EFRAG SRB considers whether the revised proposals include any
fundamental changes on which respondents have not had the opportunity to comment
because they were neither contemplated nor discussed in the basis for conclusions
accompanying the exposure draft. The EFRAG SRB also considers whether it will learn anything
new by re-exposing the proposals.

5.31 If EFRAG SRB is satisfied that the revised proposals respond to the feedback received
and that it is unlikely that re-exposure will reveal any new concerns, it proceeds to finalise
the proposed requirements. Once discussions have been finalised, the final draft standard
(or draft amendment) will be submitted for approval by the EFRAG SRB.

EFRAG Secretariat considerations

4.

10.

There was a clear request from the consultation (including the field test with preparers and
proxy preparers) and from the intermediate cost benefit analysis (CBA) to significantly
simplify ESRS LSME ED to achieve a standard more proportionate to the size and the resources
of the entities in scope.

There was also proposal from several respondents (i.e. common principles, common
disclosure requirements) to revise LSME adopting the content of VSME ED. This has been
analysed per each disclosure and considered in the final draft to the maximum extent
possible, considering the objectives of LSME (fair presentation, entity specific elements,
qualitative characteristics, coverage of SFDR and other EU datapoints, value chain cap).

EFRAG Secretariat worked on a Revised LSME following the feedback received during the
public consultation for a more simplified standard and according to the tentative decision
taken by EFRAG SRB on 4 July 2024.

In doing that, EFRAG Secretariat considered several technical constraints when looking at the
trade-off between meeting the objectives of LSME defined in CSRD (public
accountability/needs of investors) and proportionality.

Furthermore, EFRAG organised four workshops with relevant stakeholders (targeted
outreach as substitute of another public consultation) to share and discuss changes made in
the Revised LSME. These workshops followed an open call for participants. In particular:

(a) on the 26 of September and 4 October for users/investors of LSME sustainability
statement (incl. members of BAP, IAP, CMAP and other banking/investor
representatives) to discuss if the Revised LSME, in spite of the new simplifications,
still meets the needs of investors, which is an overarching objective of this standard
in the provision of the CSRD. This workshop follows an open call for participants.

(b) On the 27 of September dedicated workshop for all other stakeholders interested
in the Revised LSME (i.e., NGOs, civil society, national standard setters, associations
and organisations, academics, consultants/auditors, etc.)

(c) On the 27 of September dedicated workshop for preparers (listed
SMESs/SNCls/proxy preparers)

An overview of the main results is reported in Appendix A of this document.

EFRAG Secretariat participated in a workshop with ESMA on 14 October to present and
discuss the Revised LSME to NCAs.

Considering the above, the EFRAG Secretariat believes that the Revised LSME discussed with
TEG and the relevant stakeholders during the above-mentioned workshops would respond to
the feedback received during the public consultation, therefore It would be unlikely that re-
exposure of the Revised LSME will reveal any new concerns. As such, the EFRAG Secretariat
does not consider that a re-exposure is necessary.
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Question for EFRAG SRB

11. Considering that the Revised LSME has been discussed with TEG and with relevant
stakeholders during the three “targeted” workshops, do EFRAG SRB members agree that it
is unlikely that re-exposure will reveal any new concerns? Please explain

12. Do EFRAG SRB members agree that re-exposure is not necessary?

EFRAG SRB meeting, 13 November 2024 Paper 05-14, Page 3 of 7



EFRAG SRB meeting
13 November 2024
Paper 05-14

Main feedback received from investor workshop on the changes to the draft Revised LSME

SFDR datapoints

E1-2— GHG emissions

E1-3 — GHG removals

E5-1 Resource inflows

E5-2 Resource outflows
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Some respondents indicated major loss of
information due to the changes while some
others some loss

Most respondents indicated major loss of
information due to the changes

Some respondents indicated major loss of
information due to the changes while some
others no loss

Some respondents indicated some loss of
information due to the changes

Some respondents indicated some loss of
information due to the changes
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To be discussed at SR TEG: Secretariat to bring
back GHG reduction targets and Biodiversity as a
shall, as these two were mostly of high concern
for investors.

After SR TEG 7 October, Secretariat readjusted the
DR: Scope 3 now is asked to all sectors, not only
to High Climate Impact Sectors

(also considering that it is SFDR Table 1 indicator)

After SR TEG 7 October, Secretariat readjusted by
removing carbon credits and keeping removals

After SR TEG 7 October, Secretariat readjusted the
DR: annual mass-flow to be asked in all sectors,
not only the ones operating in manufacturing,
construction and/or packaging processes

After SR TEG 7 October, Secretariat readjusted the
DR by including a qualitative datapoint on
products and materials (circular economy
principle)
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DR / Topic Main concerns EFRAG Secretariat action

E6 — Anticipated financial effects from material Majority indicated some or considerable loss of After SR TEG 7 October, Secretariat will better

environmental-related matters other than information align with Set 1 but explore as many

climate simplifications as possible

S1-5 — Social protection Some respondents indicated some loss of Secretariat considers that this DR can be removed
information due to the changes because the datapoints are highly depended on

national regulations in which the undertaking has
no control of. Additionally, as this DR does not
affect the cap and it is not a major loss of
information for investors, Secretariat kept this as
deleted.
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Main feedback received from preparer workshop on the changes to the draft Revised LSME

SFDR datapoints

Section 2 General disclosures

Section 3 Policies, Actions and Targets

Section 4 Environment

Section 5 Social

Section 6 Business conduct

EFRAG SRB meeting, 13 November 2024

Majority indicated that the change moderately
reduces reporting costs.

Majority indicated that the change moderately
reduces reporting costs. Some indicated significant
reduction in reporting costs.

Majority indicated that the change moderately
reduces reporting costs. Some indicated significant
reduction in reporting costs while the rest either
limited or no change in reporting costs.

Majority indicated that the change moderately
reduces reporting costs while some indicated
significant reduction in reporting costs.

Majority indicated that the change moderately
reduces reporting costs while some indicated

limited reduction in reporting costs.

Majority indicated that the change limitedly
reduces reporting costs.
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Main feedback received from other stakeholder groups workshop on the changes to the draft Revised LSME

SFDR datapoints Majority indicated some possible loss of
information due to the changes while some others
major loss.

Section 2 General disclosures Majority indicated no loss of information due to the

changes while some others either some or
considerable loss.

Section 3 Policies, Actions and Targets Majority indicated some possible loss of
information due to the changes.

Section 4 Environment Majority indicated some possible loss of
information due to the changes.

Section 5 Social Majority indicated some possible loss of
information due to the changes.

Section 6 Business conduct Majority indicated no loss of information due to the
changes.
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