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Objective

1

The objective of this meeting is to discuss the revised VSME standard after the public
consultation and EFRAG SRB and SRT strategic and technical orientations, in preparation of
the approval.

To complete the discussion, the focus of this SR TEG meeting is on the non-cross-cutting
that were not discussed in the previous meeting: the Basic Module (B10-B11), the
Comprehensive Module (C1-C7), including those datapoints (AFI 3, part of AFl 4 and AFI 5)
that have been moved from the Additional Financial Institutions (AFlI) Module to the
Comprehensive Module following the workshop with Banks on 16 September.

In order to facilitate the discussion, the specific questions related to these
aforementioned disclosures are marked in Questions for SR TEG Secretariat section
below.

Background

4 This SR TEG meeting follows up on the SR TEG Meetings held on 12 September 2024

regarding cross-cutting disclosures, on 19 September 2024 regarding disclosures B3 — B7
and 26 September 2024 regarding disclosures B8, B9 and AFI 4 of the revised VSME after
public consultation.

During the SRB meeting of the 10 and 17 July 2024 and the SR TEG meetings of the 16 July
2024, the strategic and technical orientations were discussed. Moreover, EFRAG SR TEG
members were invited to send written feedback on the Business Partners Module only
during the summer. These have been incorporated in Agenda Paper 05-04 for this meeting
which provides an overview of all changes agreed upon from papers 05-02 and 05-08 of
the SRB and SR TEG meetings in July.

6 In addition, EFRAG Secretariat has organised a workshop on September 16 with European

and national banking associations with the aim of discussing the metrics needed along with
analysing the changes implemented in the Revised VSME after public consultation. A verbal
update of the outcome of this workshop was provided during the meeting on the 19
September 2024. The comments from the banks workshop have been integrated into
Agenda papers 05-02 and 05-03 below.
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EFRAG Secretariat has also organised a workshop with SMEunited on 23 September 2024.
The comments from the SMEunited workshop have been integrated into Agenda papers
05-02 and 05-03 below.

Lastly, the appendix below highlights the structural changes that have been suggested by
banking associations during the workshop and discussed with SR TEG on 19" and 26"
September.

Question[s] for EFRAG SR TEG

9 Does SR TEG agree with the changes made to B10 on adequate wages (paragraph 42(a))?

10 Does SR TEG agree with the changes made to B10 on the pay gap (paragraph 42(b))?

11  Does SR TEG agree with the changes made to B10 on trainings (paragraph 42(d))?

12  Does SR TEG agree with the changes made in par. 227, guidance to entity-specific
consideration when reporting GHG (Scope 3)?

13  Does SR TEG agree with the inclusion of paragraph 51 (AFl 5 — Exclusion from EU
reference benchmarks) after C1 (revenues from Certain Sectors)?

14  Does SR TEG agree with the merge, simplification and reformulation of former BP3 and
BP4 (now C3 — GHG Reduction and Climate Transition). (paragraph 53-56)

15 Does SR TEG agree with EFRAG Secretariat’s proposal to delete AFl 3 and move the
reference of radioactive waste under B7 guidance? (former paragraph 67)

16  Does SR TEG agree with the simplification of C4 — Physical risks from climate change?
(paragraph 57 — 59)

17  Does SR TEG agree with the merge, simplification and reformulation in seminarrative of
former BP7 and BP8 (now C5 — Human Rights Policies and Processes)? (paragraph 62)

18 Does SR TEG agree with the simplification of former BP9 now C6 — Severe Negative
Human Rights Incidents or Cases? (paragraph 63)

19 Does SR TEG agree with not including AFI 1 (energy production) and AFI 2 (vehicle fleet)
and AFl 4 — Workforce (General) Additional Characteristics, datapoint on disabilities/
protected categories) within the standard, given that the same banking associations
(national and/or European) that proposed the addition of these datapoints during public
consultations indicated that these datapoints are not needed at the banks workshop?
(former paragraphs 65-66 and former paragraph 42)

20  Does SR TEG agree with deleting AFI 3’s part on hazardous waste (former paragraph 67)
and moving the reference to radioactive waste in the guidance of disclosure B7?

21  Does SR TEG agree with keeping AFl 6 (placeholder for EU taxonomy) as part of the
Additional Taxonomy module? (paragraph 71-72)

Next steps
22 Approval at SR TEG is planned for 10 October 2024.
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23 Approval at SRB is planned for 13 November 2024.
24  Deadline to deliver to the EC is 20 December 2024. Basis for conclusions will be completed

in January.

Agenda Papers

25 In addition to this cover note, agenda papers for this session are:

(a) Agenda paper 03-02 Revised VSME after public consultation — metrics only (clean
version);

(b)  Agenda paper 03—03 Revised VSME after public consultation - metrics only (mark-up
version); and

(c)  Agenda paper 03—04 Changes to VSME implemented during the summer (metrics
only)

Appendix
26  Updated VSME Modular Structure after public consultation (agreed in July):

BASIC MODULE COMPREHENSIVE MODULE

SMEs

‘micro-undertakings.
- Samplified languiage (No matesiality)
- 11 Disclosures including ESG Metrics
- Simpliication: al recired BUT whenever t i approgriate IF
APPLICABLE'

- B1-(B1+N1) - (B1) Basis for preparation + (N1)
Strategy: business model and sustainability — related
initiatives

- B2 (B2 + N3+ NS + N27) - (B2) Practices for

towards a more v+ (N3)
of material sustainability matters + (NS)
ies in relation to sustainabili
matters + (N2?) Moterial sustainability matters
- B3 - Energy and greenhouse gas emissions
- B4~ Pollution of air, water and soil

- B6-Water

- B7—Resource Use, circular economy and waste
management

- B8~ Workforce — General characteristics

- B9—Workforce - Health and safety

- B10 - Workforce — Remuneration, collective bargaining
and training.

- B11- Convictions and fines for corruption and bribery

27
September 2024:

- Sustainable Finance datapoints (Table 1 SFOR PAL EBA Pllar 3,
Benchmark!

* Agplying the Basic module . prerecquisiteox apgiying he
Comprehensive module

COMPREHENSIVE MODULE (New proposed
approach)

- C1-(BP1) Revenues from certain sectors

- €2 - (BP2) Gender diversity ratio in governance

- C3-(BP3 + BP4) - (BP3) GHG emissions
reduction target + (BP4) Transition plan for
climate change mitigation

- C4—(BPS) Physical risks from climate change

- €5 —(BP7 + BP8) — (BP7) Alignment with
i ised i + (Bl

P8)
Processes to monitor compliance and
mechanisms to address violations

- €6 — (BP9) -Violations of OECD Guidelines for
Multinational Enterprises or the UN Guiding
Principles
7 {BR10}— Work-life balance

GBI R Nt b e s
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AND

ADDITIONAL FINANCIAL INSTITUTIONS

(AF1) MODULE
- Tobe used when SMEs seek specific £SG finance from banic/ investors
o linked to sectors.
- Additional

disclosures requested by financial imstRutions in the public

consuttation + SRB dectsion to move BPS - Hazardous waste and/ or
waste to AFl dus to s sectorial nature.

Appiyng the Basic and Corogreensive module s a pesrequisite for

sppipng the AR module.

AFI MODULE (New proposed approach)

- AFI1 - Energy production - top up to B3

- AFI2 - Vehicle fleet —top up to B3

- AFI3 - waste and/ or
waste ratio — top up to B7

- AFI4 — Workforce general additional
characteristics (female/ male ratio & undertakings
with number of people of disabilities) — top up to
B8

- AFI5 — from EU ref =
topto C1

- AFI6 — Placeholder on future streamlined
alignment — EU Taxonomy eligible activities

tty-(moved s part of B3 because of

automatization of calculations with the future online tool
= nominator in B3 paragroph 38 and denominator in 1
paragraph 29.d.vi)

—AFH-8—Water-intensity (moved as part of B6 because
of of with the fu i
tool = nominator in B6 paragraph 48 and denominator in 1
paragraph 29.d.vi)

Updated VSME Modular Structure after bank workshop and SR TEG Meetings on 19 and 26
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BASIC MODULE
- Entry level for non-isted SMEs
- Target o micra-undertakings.

- Simplifed anguiage (No materislity)

- 11 Diselnsures including ESG Topical Matrics.
‘Simpiiication: l reqired BT whenever s appropriats ‘IF
APPLIGABLE'

- B1-(B1
business model and sustainability — related initiatives
- B2—(B2+ N3 +NS5) - (B2} Practices for transitioning
towards a more (N3)
of material sustainability matters + (N5) Governance:
i ies in relation to ility matter.

- B3 — Energy and greenhouse gas emissions

- B4 - Pollution of air, water and soil

- BS - Biodiversity

- B6-Water

- B7 - Resource Use, circular economy and waste
management

- BE - Workforce — General characteristics

- B - Workforce — Health and safety

- Kfor ion, collective bargaining and
training.
B11 Work St

- B11—Convictions and fines for corruption and bribery

COMPREHENSIVE MODULE
“To provide mare comprehensive information when SMEs face data
requests from business
Sustainable Finance datapoints (Table 1 SFDR PAI, EBA Fillar 3,
ESG managament.

Benchmark Regulation 2z i
Minimumanguage simplficationachieved
Tdisclosures.

- Applying the Basic modle s a prerequisite for applying the
‘Gomprehensive motule

‘COMPREHENSIVE MODULE

- €1 Revenues from certain sectors

- AFI5 — Exclusion from EU reference benchmarks —
proposal to move it to the comprehensive module
after C1

- €2—Gender diversity ratio in governance body

- €3 —-GHG reduction and climate transition

- €A—Physical risks from climate change

- AFI3— Hazardous waste and/ or radioactive
waste ratio- (proposal to move it from AFI3)

- €5 —Human rights impacts and complaints

- €6 - Incidents related to severe human rights
cases

- AFI4 - Workforce general additional
characteristics {female/ male ratio) (discussed at
SR TEG 26/09/2024 agreement to move it from
AFI4)

€3 {BP11} Numberof
¢ + P
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AND

ADDITICNAL FINANCIAL INSTITUTIONS (AFI)
MODULE

e W
P PP
AFIZVahicle flect —top-up to B2 {deleted after bank
pup
= dous waste.and e
o \ | edditional Tl
Jerat th number of !

s ple
disabilitios} {femalol atio to b dinth
Fmodule)

FIE_ Exclusion from El-refere to
Yoot P T
- AFI6 — on future i i —-EU

Taxonomy eligible and aligned activities
oved as part of B3 bece
with the
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