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Question 1.1: consultation approach to ESRS SEC 1 " EFRAG

‘Do you agree to consult on ED SEC T starting from April -
2023 and to review the sector definition progressively, Agree

when each sector ESRS is issued?s

Diagree 4

e More guidance needed, as NACE codes are not part of how a business operates and is managed

e Not clear what can be covered by, and a residual category ‘others’ for immaterial activities

e SEC1is contrary to the current general development of the society at large where we see an integration
of goods and services (delivering a room temperature and light in stead of electricity and hot water)

e Need also a reconciliation to the taxonomy regulation/table mapping the relevant DRs to the NACE
codes (i.e. to clarify that not all DRs in a sector-specific ESRS need to be reported under by all NACE
codes in this sector)

e Need to close the sector definitions early as it will otherwise be a reporting (and restating) nightmare
when first building reporting systems under the SEC1 and then having to change one-two years later due
to new definitions in SEC 1

e Financial industry is concerned about different criteria of aggregating NACE codes; misalignment of
criteria contained in EU Taxonomy, Pillar 3 reporting, FINREP reporting and ESRS might lead to confusion
and inconsistencies



Question 1.1: consultation approach to ESRS SEC 1 M EFRAG

Do you agree to consult on ED SEC 1 starting from April -
2023 and to review the sector definition progressively, Agree

when each sector ESRS is issued? Diagree 4

e Suggested questions for the consultation:
= challenges in terms of data management and aggregation in
combination with the current reporting systems
= whether the narrow definitions outlined are most appropriate or
whether another approach would be more relevant
* the current alignment priorities (First SASB, then Pillar Il and the

Taxonomy) versus another priority
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Issuing an ED about classification and modify it later is confusing. Issue a DP instead
Undertakings need to know which sector they belong to before issuing the first report to avoid changes
as/when sector definitions changes. Alternatively, ESRS 2 SBM 1 should be postponed for sectors not yet
covered (disaggregation) until relevant standards applicable
Alignment with Taxonomy: DRs assigned to the sector via the sector-specific ESRS may differ from/not be
consistent with the DNSH criteria (or Taxonomy content/focus areas) to be applied by the sector (which
may be appropriate, but should be individually considered).
o Users might be interested in which DNSH criteria are not met, but this is available only if sector-specific
ESRS matches the Taxonomy (and assuming that the DRs are designed in a way to inform on DNSH).
o Preparers (e.g. FIs) : reporting which sector you invest in — using Taxonomy or ESRS? and possibly from
a DD perspective (risky sector, yes or no?)
Consultation should include all elements, so it should not be launched until the sector definition is not
finalised
| would do ED SEC 1 "on the go". The sector classification has to be totally clear avoid confusion



Question 1.1: consultation approach to ESRS SEC 1 M EFRAG
If you disagree

e |f SEC 1 becomes a Delegated Act, we will need to make sure that we find ways on how to adjust the sector
classification flexibly in case of changes in the industry, economic activity, etc.. Sectors in ten years from
now will be different than sectors today...
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Question 2.1: Interaction with sector agnostic standards

e Do you agree with the proposed approach?

Increment | Consistent with Based upon a list of
al to sector | always material sustainability

agnostic mandatory items | matters identified
in sector agnostic | in the sector standard

Agree 16 14 12 (10 if corrected for
comments)
Disagree 1 3 5 (7 if corrected for

the comments)

Total 17 17 17



Question 2.2: Interaction with sector agnostic standards
If you disagree which approach would you suggest to adopt?

(M EFRAG

e | would agree only as an exception

e A sector standard should not force mandatory disclosures (except for disclosures arising
directly from EU-legislation also made mandatory on sector agnostic level (sustainable
finance, Pillar Ill). The SEC 1 clearly indicate in paragraph 16, that "The undertaking may
operate in several sector groups and sectors. Depending on the scope of its business
activities, the undertaking shall consider the disclosure requirements of several sector
specific standards". This clearly indicate that a materiality approach is the only consistent
way forward.

e NOT making additional disclosures mandatory based on connection to ESRS E1, ESRS 2 or
ESRS S1-9

e Sector specific ESRS should not pre-define "material topics". Eg. in O&G, for companies
providing services, the more detailed climate DR/AR may not be relevant

e Let's not burden companies with too much information for which we are not certain they
will be widely used. Suggest to reassess a couple of years after implementation if there is a
need to make some sector DR/AR mandatory, but not immediately

e All requiremnts shall be subject to materiality
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Essential that the sector ESRS are streamlined to the maximum extent possible and do not
contain any unnecessary redundancies to the agnostic ESRS

Sector ESRS should also provide guidance on interpretation and application of the sector-
agnostic standards for a sector

1st — Report under the sector agnostic ESRS (mandatory requirements in paragraph 5 +
materiality assessment of matters listed in ESRS 1 Appendix B). 2nd — Incremental
reporting of sector ESRS (materiality assessment of list of sustainability matters that are
deemed material for the sector)

Re materiality: agree with basing this on a list of material sustainability matters, but would
propose to make this list still subject to a further materiality assessment, e.g. to allow for
not reporting on matters that are not material for the individual company due to its
location, business model etcetera. To be discussed whether/how to disclose on this 'non-
materiality’



Question 2.3: Interaction with sector agnostic standards
Please provide your comments, if any

(M EFRAG

e |t is not clear what the implications are, therefore, just to be sure: Sector-specific standards might
include 1. Additional always mandatory items peculiar to the sector (e.g. in the Textiles sector the key
standard will be S2 - workers in the value chain!) 2. Items that the undertakings should report on under
specific circumstances (e.g. if they have specific operations, technologies, or geo-locations) . For example,
mining companies should report on DRs linked to tailings if they have them. This is neither 'always
mandatory', nor 'based on materiality assessment', because the DR includes a very specific trigger As
regards the list of material matters - yes, it is a good idea to include a sector-specific list - no need to
repeat in sec-specific list the matters already listed in ESRS 1 - in any case, the undertakings need to
consider matters listed in either ESRS 1 or sec-specific standards - the list in sec-specific should not be
exclusive; i.e. there should be a clear instruction that in addition to these matters, the undertakings need
to consider any other matter which may be material due to their circumstances.

e We should strive for utmost consistency between sector-agnostic and sector-specific approaches, e.g.
related to mandatory disclosures, materiality approach, etc., because everything else would be complex
to manage and confusing.



") EFRAG
Question 3.1 — Materiality approach

e Do you agree with Approach 3 (no DRs outside the materiality
assessment)?

Disagree 2
Support approach

3+4
Total 17

10
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Only exceptionally additional mandatory DR

Support approach 3, but companies should be at the centre of their materiality
assessment, no mandatory layers. No justifications on immaterial information. In case of
some DRs mandatory, suggest to do this at the DR-level (not a datapoint level) only and
strictly limit the to DRs for which it is unquestionable material. Number of mandatory
DRs might amount to e.g. 5 for a high-impact sector, but to O or 1 for a services sector
Approach 3 + 4 would be more suitable in this regard. Approach 3 still allows companies
to omit DRs/datapoints (maybe resulting in an entire topic to be omitted). While
providing a high-level explanation of why it is not-material, there should be a minimum
mandatory list of DRs/datapoints in specific cases for which there is evidence that the
market practice considers DRs/ datapoints material for a specific NACE code

In Approach 3 not only metrics but also policies, targets and actions should be subject
to materiality (and potentially omitted)
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* Yes, please consider the examples below (my previous comment with some additional illustrative

details) 1. There will be additional always mandatory items peculiar to the sector. Consider e.g. the
Textiles sector where the key standard will be S2 - workers in the value chain. Responding to the
guestion whether the company has a policy for the value chain workers should not to be subject
materiality assessment by the company. At the very least, companies would need to provide
justification why such an objectively material mater in this sector, is not really relevant for them. 2.
There are items that the undertakings should report on under specific circumstances. E.g. if they have
specific operations, technologies, or geo-locations. For example, mining companies should report on
DRs linked to tailings if they have them. This is neither 'always mandatory', nor 'based on materiality
assessment', because the DR includes a very specific trigger

We cannot make such decisions in a purely theoretical manner. We need to consider concrete
examples of sector-specific provisions. | suggest (as | have done several times already) that we should
pause this decisions and keep the options open. Finally, | don't think that making everything subject
to materiality assessment does a good services to companies. First, it makes life more complicated to
less-mature preparers who need clarity on common basis of what is deemed material and must be
always disclosed. Second, it is unfair to more-mature preparers in terms of level playing field and
comparability. .. not to elaborate on interests of users, which are, | assume, clear in this case
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Question 4.1:Question 4 — Level of disaggregation

Proportiona | Material aspects | Alternative Plus overall
te scope affecting a information based | mapping when
specific site on internal control |appropriate
Agree 14 12 11 12
Disagree 2 4 5 4

Total 16 16 16 16
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Question 4.2: Question 4 — Level of disaggregation

If you disagree which approach would you suggest to
adopt?

e No need to map activities as the other disclosure requirements are enough

e | only agree to the "proportionate scope", the rest impractical. | do not
understand what asset level and project level mean. Asset may contain
several projects, which may contain several sites; but not the reverse. "local
area" is also unclear to me

e Reporting at a site level may happen, where there is a significant IRO matter
to be reported for that site

e Not quite sure how would a "proportionate scope" would be implemented
and enforceable

(M EFRAG
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Question 4.2: Question 4 — Level of disaggregation

If you disagree which approach would you suggest to M EFRAG

adopt?

e Alternative information based on internal control - the following implication explained
in the backgrounder is problematic: " For example, requiring whether an EMAS or
ISO 14001 certification exists at site level, would replace more detailed info on
governance, policies and actions on environmental IRO at site level." There may be
environmental IROs which may not be captured by the EMAS or ISO. Furthermore,
this may be misunderstood as saying "if you have EMAS, you don't need to do
anything else". Whilst this may be true in many situations, it will not be true always,
and certainly it doesn't relieve the undertaking from including the concerned sites in
the materiality assessment, etc. Instead, the ESRS should include a guidance on how
EMAS and ISO processes/certifications can help companies to discharge both
'assessment' and reporting obligations at site level, including explanation when it is
sufficient to simply refer to such certification and when it is not.
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Question 4.3: Question 4 — Level of disaggregation

Please provide your comments, if any T EFRAG

Need to narrow the expectation on what triggers a site-specific disclosure. Also in accordance with
value chains — it is only when material for a site (or group of sites/locations) and only the material
topics (and not all topics) that should be disclosed. Grouping of sites/locations with similar
risks/impacts etc. should be possible

Disaggregation should only occur as an exception, and not the rule, when strictly needed and in case
of 'significant differences'.

Disaggregation at site levels should not be mandatory but depends on a materiality taking the
administrative burdens into consideration (proportionality).

Re the "Alternative information based on internal control" item, we agree with using certifications
such as EMAS or ISO as per the examples given. However, any truly "internal" controls must by
definition remain internal and not be published (there is perhaps a problem of definition of "internal
control" here?)
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Question 4.3: Question 4 — Level of disaggregation

Please provide your comments, if any T EFRAG

e An overall mapping, which would give an overview of site locations, may be more relevant and
concise information

e There may be some disclosures on policies & processes, as well as impacts, that need to be provided
for all operations. It absolutely must be combined with "Overall mapping"”. One cannot go without the
other.

e Site specific information should be limited to material topics and material sites, possibly subject to
clearly defined thresholds. Financially sensitive information, e.g. the "economic value" by site, should
not be disclosed.
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Question 5.1: — Structure D EFRAG
e Two chapters in main body and two in AR, new datapoints

in main body, application material and voluntary

datapoints in AR

e The more the requirements are integrated (agnostic and sector),

Agree 13 T : :
the easier it will be for the users. What is proposed sounds quite
complex. With digitalisation, an entity should be able to build a

Disagree 3 consolidated version of the ESRS applicable to it
e The sector standards should follow the structure of the agnostic
Total 16 standards (the 4 pillars - Governance, strategy, IRO management,

Metrics and targets), otherwise readers will be confused.

e | also suggest a mapping table somewhere in the sector standard
that would show where, for the sub-sectors, additional DR/AR
have been introduced, compared to the synthetic
presentation/architecture of the DR in ESRS 2.

e All 'shall disclose' data points must be included in the "DR
section"/main body. s
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Extra datapoints to existing agnostic DR's should be listed in the disclosure
section without any extra text, as it is an amendment to an agnostic DR

We note a difference of opinion between companies active in the basic raw
materials, including energy versus companies further down in the
transformation activities and services. The first group claims the same
structure for all DRs and therefore disagrees with the proposed structure

In the development of additional specifications for matters already covered in
the sector-agnostic standards, it should be ensured to only require further
specifications where the sector-agnostic requirements would lead to an
obscurement of impacts for the sector.

Exemptions of commercially-sensitive information
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