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Dear Emmanuel,

ISSB Exposure Draft ED/2022/S1 General Requirements for Disclosure of Sustainability-
related Financial Information

On behalf of the Accounting Standards Committee of Germany (ASCG) we are writing to com-
ment on the Exposure Drafts ED/2022/S1 General Requirements for Disclosure of Sustaina-
bility-related Financial Information issued for consultation by the ISSB on 31 March 2022
(herein referred to as ‘ED’).

The ASCG’s Sustainability Reporting Technical Committee strongly supports the ISSB’s mis-
sion to develop Sustainability Disclosure Standards designed to provide a global baseline in
support of individual jurisdictions/regions who want to establish sustainability reporting require-
ments. We highly welcome the IFRS Foundation’s initiative to consolidate existing standard-
setting activities and initiatives and ISSB’s work to establish a common set of internationally
accepted high-quality Sustainability Disclosure Standards. From a German / European per-
spective the compatibility with the EU standard-setting work on corporate sustainability report-
ing is of utmost importance. In this respect, we strongly encourage the ISSB to work closely
together with National Standard Setters and the other relevant institutions. The ASCG does
not only promote the global baseline approach at a national level but also is a key supporter in
the European context.

We see clear benefits in building the IFRS Sustainability Disclosure Standards on the existing
and widely acknowledged structure of the Task force on Climate-related Financial Disclosures
(TCFD), i.e., to make explicit reference to the requirements on governance, strategy, risk man-
agement, and metrics and targets. In our view, this is an important component for the alignment
of IFRS Sustainability Disclosure Standards with other international developments, such as
the proposed SEC disclosure requirements.

The objective of the ED is to “disclose material information on all of the sustainability-related
risks and opportunities.” In general, we support this objective. However, the ED remains vague
as to what is meant by the term “sustainability”. In addition, the ED includes a general reference
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to various pronouncements by standard-setting bodies that an entity should consider in the
absence of a specific IFRS Sustainability Disclosure Standard. As a consequence of the con-
cept of the ED the entire ESG spectrum is up for discussion here. In this regard, we find the
sustainability disclosure requirements contained in the ED challenging. We encourage the
ISSB to describe in more detail which sustainability matters it considers to be obligatory. Fur-
thermore, we recommend a phased-in approach and a clarification that the list of authoritative
sources should be outlined as sources of guidance that can be used on a voluntary basis.

We also see potential for improvement by undertaking a deeper analysis of the so-called fi-
nancial and impact materiality as well as determining existing overlaps. This is an important
prerequisite for the intended global baseline and the building blocks approach. The definition
of interfaces to the information needs of other stakeholder groups beyond the global baseline
would enable national/reginal jurisdictions to use the IFRS Sustainability Disclosure Standards
as a "nucleus" and to build on them without redundancies. Also, we believe that the consider-
ation of impacts is an essential part of sustainability reporting. We therefore consider it im-
portant to address the relationship between sustainability-related risks and opportunities on
the one hand and impacts on the other. In this regard, we suggest explicitly addressing re-
bound effects. By addressing the interrelationship of impacts (inside out) and their financial
implications, the conceptual basis and understandability of the IFRS Sustainability Disclosure
Standards could be enhanced. A stronger emphasis on the importance of impacts for the re-
porting of sustainability-related risks and opportunities will most likely also significantly in-
crease the acceptance of the IFRS Sustainability Disclosure Standards by broader stakeholder
groups. At the same time, relevance for investors will increase significantly if at least rebound
effects from impacts are covered as well.

To enhance the future relevance of IFRS Sustainability Disclosure Standards without neglect-
ing the IFRS Foundation's focus on capital markets we also encourage the ISSB to consider
the information needs of impact investors in more detail. Their focus is not necessarily on the
enterprise value alone, but on an investor-specific investment strategy / investor-specific in-
vestment objective. Also, investment decisions made based on sustainability preferences can
have second-tier effects on enterprise value.

Further, we deem it necessary to include additional guidance and examples on the application
of the materiality definition to promote a consistent application of the materiality concept, which
is a challenging task especially for the first-time application by preparers and auditors. In this
regard, we suggest expanding the IFRS Practice Statement “Making Materiality Judgements”,
to include a holistic and integrated reporting approach. Alternatively, a comparable Practice
Statement could be developed for Sustainability information or — more generally — for infor-
mation in the Management Commentary. To foster the integrated reporting, we encourage a
close cooperation with the IASB. The work on the Project “Management Commentary” should
be continued jointly. After all, topics such as governance can only be dealt with in an integrated
manner. In this regard we appreciate the joint commitment by the IASB and ISSB to work
together to agree on how to build on and integrate the VRF’s Integrated Reporting Framework
into their standard setting projects and requirements.

We fully support that entities are encouraged to integrated reporting, especially where the rel-
evant sustainability issues are managed through the same approach and/or in an integrated
way. In this respect, we also consider the requirements on connected information to be of great
importance. However, an integrated approach may emerge as a fundamental conceptual dif-
ference from the European Sustainability Reporting Standards (ESRS). Therefore, we would
highly welcome if the ISSB work together with EFRAG to provide EU preparers with guidance
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on whether and how the two approaches (which differ significantly in terms of integration op-
tions) are interoperable.

Our other comments and detailed responses to the questions raised in the ED are laid out in
the appendix to this letter. If you would like to discuss our comments further, please do not
hesitate to contact us.

Yours sincerely,

Georg Lanfermann

President
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Appendix — Answers to the questions in the ED

Question 1 — Overall approach

The Exposure Draft sets out overall requirements with the objective of disclosing sustainability-
related financial information that is useful to the primary users of the entity’s general purpose
financial reporting when they assess the entity’s enterprise value and decide whether to pro-
vide resources to it.

Proposals in the Exposure Draft would require an entity to disclose material information about
all of the significant sustainability-related risks and opportunities to which it is exposed. The
assessment of materiality shall be made in the context of the information necessary for users
of general purpose financial reporting to assess enterprise value.

(@) Does the Exposure Draft state clearly that an entity would be required to identify and
disclose material information about all of the sustainability-related risks and opportunities
to which the entity is exposed, even if such risks and opportunities are not addressed by
a specific IFRS Sustainability Disclosure Standard? Why or why not? If not, how could
such a requirement be made clearer?

The ED clearly states that an entity would be required to identify and disclose material infor-
mation about all of the sustainability-related risks and opportunities to which the entity is ex-
posed. If such risks and opportunities are not (yet) addressed by a specific IFRS Sustainability
Disclosure Standard the list of sources in par. 51 provides an appropriate basis for identifying
further risks and opportunities that are subject to sustainability reporting and the following par.
53-54 provide helpful guidance to identify disclosures, including metrics, about these further
risks and opportunities.

However, the ED remains vague as to what is meant by the term “sustainability”. In so far, the
entire ESG spectrum is up for discussion, and it remains undefined which sustainability-related
matters are required to be reported according to the ED. As the spectrum of possible sustain-
ability-related matters is quite extensive we recommend providing a definition of “sustainability”
and a clarification as to which matters IFRS Sustainability Disclosure Standards (current and
future standards) intend to cover. Insofar it seems also very vague to merely include a list of
additional sources for companies to adhere to while the scope of “sustainability” reporting is
not yet defined by the ISSB.

In this regard, we also consider it necessary to revise the definition of “sustainability-related
financial information” contained in Appendix A. Appendix A contains a second definition of
“sustainability-related financial disclosures”. The purpose of this distinction as well as the
slightly different wording is not plausible and should be explained or revised.
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(b) Do you agree that the proposed requirements set out in the Exposure Draft meet its
proposed objective (paragraph 1)? Why or why not?

The ED states that the proposed objective is “[...] to require an entity to disclose information
about its significant sustainability-related risks and opportunities that is useful to the primary
users of general purpose financial reporting when they assess enterprise value and decide
whether to provide resources to the entity” (par. 1) and that “A reporting entity shall disclose
material information about all of the significant sustainability-related risks and opportunities to
which it is exposed [...]" (par. 2).

As already stated above, more clarity is desired on the term “sustainability-related”. Further-
more, additional clarity is needed on the definition of “significant” risks and opportunities. The
ISSB should lay out how significance is defined / understood in the context of IFRS Sustaina-
bility Disclosure Standards and how it should be assessed by the entities. How is significance
to be distinguished from material? A common understanding of these terms is necessary for a
consistent and comparable application of the proposed requirements and thus to meet the
proposed objective.

To further promote consistent and comparable application of the requirements and the deter-
mination of material information, we also recommend including more guidance on implemen-
tation issues. Also, the guidance should expand to the statements about qualitative character-
istics of useful sustainability-related financial information in Appendix C. This guidance should
also give more weight to the implementation of these qualitative characteristics.

(c) Is it clear how the proposed requirements in the Exposure Draft would be applied to-
gether with other IFRS Sustainability Disclosure Standards, including the [draft] IFRS S2
Climate-related Disclosures? Why or why not? If not, what aspects of the proposals are
unclear?

Since the overall context of IFRS Sustainability Disclosure Standards is still unclear and unde-
fined and the architecture of the IFRS Sustainability Disclosure Standards is still to be deter-
mined, it is at this stage quite difficult to evaluate how the proposed requirements in this ED
would be applied together with other IFRS Sustainability Disclosure Standards. However, ex-
perience in the development of the European Sustainability Reporting Standards has shown
that it could be useful to differentiate between so-called cross-cutting disclosures and topic
specific disclosures. This distinction is also already indicated in par. 78 of the ED. Therefore,
we propose to differentiate between

(@) a standard that addresses the conceptual foundations (including the current require-
ments on the general features as laid out in the ED),

(b) a standard that describes the core content (including the current requirements on the
core content as laid out in the ED) and

(c) other standards that supplement the core content standard with topic specific require-
ments (e.g., ED IFRS S2 in relation to climate-related disclosures).
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(d) Do you agree that the requirements proposed in the Exposure Draft would provide a
suitable basis for auditors and regulators to determine whether an entity has complied
with the proposals? If not, what approach do you suggest and why?

In general, verifiability of sustainability-related financial information is determined by its differ-
ent characteristics (e.g., quantitative vs. qualitative, historical vs. forward looking, outside, ob-
servable information vs. information based on the management’s view). Considerable differ-
ences compared to existing corporate reporting will arise, especially regarding the forward-
looking nature of the information. To ensure the understandability, accuracy, and verifiability
of the information, we consider supplementary guidelines for the preparation and disclosure of
forward-looking information to be beneficial. Therefore, the ISSB should include such guide-
lines — comparable to the IASB’s Practice Statement “Making Materiality Judgements” — as
one of its potential future activities in its upcoming agenda consultation.

Regarding the above-mentioned absence of a definition of “sustainability” and lack of a clarifi-
cation which matters IFRS Sustainability Disclosure Standards intend to cover we furthermore
consider an assessment by auditors or regulators regarding the completeness of the disclo-
sures to be a major challenge. For example, how are auditors or regulators supposed to eval-
uate whether companies have sufficiently considered the list of additional frameworks as pro-
vided in par. 51? What is the ISSB's expectation regarding the consideration of or compliance
with additional frameworks?

Question 2 — Objective (paragraphs 1-7)

The Exposure Draft sets out proposed requirements for entities to disclose sustainability-re-
lated financial information that provides a sufficient basis for the primary users of the infor-
mation to assess the implications of sustainability-related risks and opportunities on an entity’s
enterprise value.

Enterprise value reflects expectations of the amount, timing and uncertainty of future cash
flows over the short, medium and long term and the value of those cash flows in the light of
the entity’s risk profile, and its access to finance and cost of capital. InNformation that is essential
for assessing the enterprise value of an entity includes information in an entity’s financial state-
ments and sustainability-related financial information.

Sustainability-related financial information is broader than information reported in the financial
statements that influences the assessment of enterprise value by the primary users. An entity
is required to disclose material information about all of the significant sustainability-related risks
and opportunities to which it is exposed. Sustainability-related financial information should,
therefore, include information about the entity’s governance of and strategy for addressing
sustainability-related risks and opportunities and about decisions made by the entity that could
result in future inflows and outflows that have not yet met the criteria for recognition in the
related financial statements. Sustainability-related financial information also depicts the repu-
tation, performance and prospects of the entity as a consequence of actions it has undertaken,
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such as its relationships with, and impacts and dependencies on, people, the planet and the
economy, or about the entity’s development of knowledge-based assets.

The Exposure Draft focuses on information about significant sustainability-related risks and
opportunities that can reasonably be expected to have an effect on an entity’s enterprise value.

(@) Isthe proposed objective of disclosing sustainability-related financial information clear?
Why or why not?

In general, the proposed objective of the ED is clear. The ISSB focuses on the information
needs of primary users of general-purpose financial reporting and hence on sustainability-re-
lated risks and opportunities that affect the assessment of the enterprise value. In our view,
the proposed description of the objective in par. 1-7 could be improved by going into more
detail on the relation between sustainability-related risks and opportunities on the one hand
and sustainability-related financial information on the other hand. From a process perspective,
par. 51 initially requires an identification of the sustainability-related risks and opportunities and
then, in accordance with par. 53, the disclosures for these risks and opportunities are to be
determined. However, the description of sustainability-related information in par. 6 goes be-
yond risk and opportunities. Again, the incomprehensible differentiation between sustainability-
related information and sustainability-related disclosures in Appendix A limits clarity. The ISSB
should clarify the difference between information and disclosures. In our view, the Standard
should not establish an artificial differentiation between disclosures on the one side and infor-
mation on the other side. These terms seem interchangeable and therefore two definitions do
not add to clarity but create redundancy.

Furthermore, the sustainability-related information in par. 6 should be set in relation to the
sustainability-related risks and opportunities to be reported on in accordance with par. 1 and
2.

On a more detailed note, we suggest deleting the reference on “knowledge-based assets” in
par. 6 (d) or to set it in a particular relation to the objective (disclose of sustainability-related
risks and opportunities). In our view, this issue should be mainly addressed in the context of
better information on intangibles.

The ED largely leaves out the importance of impacts. They are only mentioned sporadically in
the proposals (see e.g., par. 6 (c)). However, impacts have a considerable connection to risk
and opportunities (rebound effects). Sustainability reporting regularly focuses on the disclosure
of these impacts. The Scope 1, 2 and 3 emissions are a prominent example. We encourage
the ISSB to further examine the role of impacts in sustainability-related financial disclosures
and its possible contribution to meet the ED’s objective. Otherwise, provided sustainability-
related financial information may not be sufficient to address investors’ information needs,
which would reduce the global baseline’s relevance for the targeted primary users.
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(b) Is the definition of ‘sustainability-related financial information’ clear (see Appendix A)?
Why or why not? If not, do you have any suggestions for improving the definition to make
it clearer?

As stated above, we believe that a definition of sustainability-related information is needed.
Firstly, the ISSB should clarify what is meant by “sustainability”. Otherwise, wide-ranging in-
terpretations are on the table, which limit consistent application and comparability.

Secondly, the ISSB should examine whether the differentiation between sustainability-related
financial information and sustainability-related financial disclosure is necessary and to what
extent the differences in the definitions are justified.

Thirdly, the definitions in Appendix A should be aligned with the standard text. Par. 6 indicates
a wider understanding of sustainability-related financial information.

Question 3 — Scope (paragraphs 8-10)

Proposals in the Exposure Draft would apply to the preparation and disclosure of sustainability-
related financial information in accordance with IFRS Sustainability Disclosure Standards. Sus-
tainability-related risks and opportunities that cannot reasonably be expected to affect users’
assessments of the entity’s enterprise value are outside the scope of sustainability-related fi-
nancial disclosures.

The Exposure Draft proposals were developed to be applied by entities preparing their general
purpose financial statements with any jurisdiction’s GAAP (so with IFRS Accounting Standards
or other GAAP).

Do you agree that the proposals in the Exposure Draft could be used by entities that prepare
their general purpose financial statements in accordance with any jurisdiction’s GAAP (rather
than only those prepared in accordance with IFRS Accounting Standards)? If not, why not?

In general, we agree. However, sustainability-related financial information must be integrated
in a comprehensive (narrative) corporate reporting. So far, narrative and governance reporting
is primarily determined by jurisdiction-specific requirements. In this respect, national specific
requirements may well play a role in the application and interpretation of IFRS Sustainability
Disclosure Standards.

In this context — and considering that the aim should be a single comprehensive, integrated
(narrative) corporate reporting — the further development of the Practice Statement 1 “Man-
agement Commentary” is of particular significance. The current revision should take up the
latest developments in sustainability reporting and the project should be continued as a joint
project of IASB and ISSB. The Management Commentary already refers to risks and opportu-
nities and requires extensive reporting on these, and should therefore be aligned with the re-
porting of risks and opportunities in accordance with the IFRS Sustainability Disclosure Stand-
ards.
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Question 4 — Core content (paragraphs 11-35)

The Exposure Draft includes proposals that entities disclose information that enables primary
users to assess enterprise value. The information required would represent core aspects of
the way in which an entity operates.

This approach reflects stakeholder feedback on key requirements for success in the Trustees’
2020 consultation on sustainability reporting, and builds upon the well-established work of the
TCFD.

Governance: The Exposure Draft proposes that the objective of sustainability-related financial
disclosures on governance would be: to enable the primary users of general purpose financial
reporting to understand the governance processes, controls and procedures used to monitor
and manage significant sustainability-related risks and opportunities.

Strategy: The Exposure Draft proposes that the objective of sustainability-related financial
disclosures on strategy would be: to enable users of general purpose financial reporting to
understand an entity’s strategy for addressing significant sustainability-related risks and op-
portunities.

Risk management: The Exposure Draft proposes that the objective of sustainability-related
financial disclosures on risk management would be: to enable the users of general purpose
financial reporting to understand the process, or processes, by which sustainability-related
risks and opportunities are identified, assessed and managed. These disclosures shall also
enable users to assess whether those processes are integrated into the entity’s overall risk
management processes and to evaluate the entity’s overall risk profile and risk management
processes.

Metrics and targets: The Exposure Draft proposes that the objective of sustainability-related
financial disclosures on metrics and targets would be: to enable users of general purpose fi-
nancial reporting to understand how an entity measures, monitors and manages its significant
sustainability-related risks and opportunities. These disclosures shall enable users to under-
stand how the entity assesses its performance, including progress towards the targets it has
set.

(@) Are the disclosure objectives for governance, strategy, risk management and metrics
and targets clear and appropriately defined? Why or why not?

(b) Are the disclosure requirements for governance, strategy, risk management and metrics
and targets appropriate to their stated disclosure objective? Why or why not?

Governance: According to the ED the objective of sustainability-related financial disclosures
on governance is to enable users to understand the governance processes, controls and pro-
cedures used to monitor and manage sustainability-related risks and opportunities (par. 12).
Hence, an entity shall disclose various governance related information with respect to sustain-
ability-related risks and opportunities. The ED also lays out that governance is the processes,
controls and procedures used to monitor and manage an entity. In the ED governance is de-
picted as the basis from which other aspects, like strategy, risk management, metrics, and
targets derive.
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We agree with this view of governance as the basis for a well-functioning business organiza-
tion. We therefore find governance-related information essential to understand the entity’s ap-
proach to sustainability matters and to understand the level of integration of these matters into
the overall structure and organization of the entity.

Strategy: Information on the strategy is closely related to the description of the business
model. However, the latter is not subject of the ED. It is therefore unclear how certain require-
ments, cf. e.g., par. 15 (b), can be meaningfully implemented without the necessary context.
This requires a closer coordination between the requirements in the Management Commentary
and the requirements in the ED. We suggest including a reference to the relevant section in
the Management Commentary Practice Statement or explicit requirements regarding disclo-
sures on the business model within the ED.

Risk Management: We agree with the proposed disclosure requirements for risk management
and welcome the alignment with the TCFD recommendations. Further, in our view it is appro-
priate to extend the reporting requirements to include opportunities because risks and oppor-
tunities should be treated in an equal manner. The German Commercial Code as well as the
German Accounting Standards No. 20 on Group Management Reporting contain similar re-
quirements. A biased focus on risks only will result in an incomplete depiction of the factors
that could affect the entity’s ability to create value an generate cash flow in the future.

However, we ask the ISSB to consider the consistency of the requirements. Does par. 26 (b)
repeat par. 26 (a) (i) and does par. 26 (c) repeat par. 26 (a) (ii) only with more detail? Are the
disclosures required in par. 26 (b) (iii) and (iv) for risks not transferable to opportunities? We
recognise that, in practice, risk reporting is often more developed than reporting on opportuni-
ties. Nevertheless, this does not justify why information about input parameters and information
about changed processes are not required for the reporting on opportunities. We suggest that
the differences between risk and opportunity management be examined in detail and, depend-
ing on the result, separate requirements be defined if necessary.

Metrics and Targets: Par. 28 states: Metrics shall include those (1) defined in any other ap-
plicable IFRS Sustainability Disclosure Standards, (2) metrics identified from other sources
listed in par. 54 and (3) metrics developed by an entity itself. We agree that an entity should
include metrics defined in any other applicable IFRS Sustainability Disclosure Standards. In
relation to metrics identified from other sources listed in par. 54 we take the view that these
metrics can be but do not necessarily have to be considered. They should not be mandatory.
We wonder how the ISSB would otherwise ensure that these metrics in the pronouncements
of other standard setters are relevant, meaningful and necessary in view of the ISSB’s ap-
proach to sustainability reporting. Also, the requirements that this reference in par. 54 is based
on will likely change over time. The ISSB would have to ensure that the revised requirements
are still in line with the ISSB’s approach. With respect to metrics developed by an entity itself
we suggest considering the intense debate on alternative performance measures in financial
reporting to evaluate if the results of the discussion are transferable to sustainability reporting.
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Question 5 — Reporting entity (paragraphs 37-41)

The Exposure Draft proposes that sustainability-related financial information would be required
to be provided for the same reporting entity as the related general purpose financial state-
ments.

The Exposure Draft proposals would require an entity to disclose material information about
all of the significant sustainability-related risks and opportunities to which it is exposed. Such
risks and opportunities relate to activities, interactions and relationships and use of resources
along its value chain such as:

° its employment practices and those of its suppliers, wastage related to the packaging of
the products it sells, or events that could disrupt its supply chain;

° the assets it controls (such as a production facility that relies on scarce water resources);

° investments it controls, including investments in associates and joint ventures (such as
financing a greenhouse gas-emitting activity through a joint venture); and

o sources of finance.

The Exposure Draft also proposes that an entity disclose the financial statements to which
sustainability-related financial disclosures relate.

(@) Do you agree that the sustainability-related financial information should be required to
be provided for the same reporting entity as the related financial statements? If not, why?

We support the reference to the same reporting entity as the related general purpose financial
statements. However, we encourage the ISSB to distinguish between the “reporting entity” and
“reporting boundaries” in more detail. In our view, the reporting boundaries for sustainability
reporting go well beyond the reporting entity. This is because the reporting entity is always
determined following the control principle (independent of the reporting topic), whereas the
sustainability reporting boundaries extend to activities, interactions and relationships of the
reporting entity. This includes reporting on activities along the value chain, as already appro-
priately addressed in ED par. 40. However, the reporting entity does not necessarily have con-
trol over all entities of the value chain. Therefore, providing information relating to value chains
is one of the major challenges in sustainability reporting. Since gathering information across
an entity’s (extensive) value chain can be difficult we propose a risk-based approach. The
entity thereby focuses on significant risks regarding governance, environmental and social as-
pects along the value chain.

(b) Isthe requirement to disclose information about sustainability-related risks and opportu-
nities related to activities, interactions and relationships, and to the use of resources
along its value chain, clear and capable of consistent application? Why or why not? If
not, what further requirements or guidance would be necessary and why?

As mentioned above, we believe that more clarity can be achieved by differentiating between
reporting entities and reporting boundaries.
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Further, we support that the ISSB intends to require companies to not only look at and report
on their own operations, but also the sustainability-related risks and opportunities alongside
the value chain. This approach seems to be aligned with what the EU Commission envisages
in terms of scope for the Corporate Sustainability Reporting Directive (CSRD). However, clarity
is needed on what the value chain encompasses across different sectors, depending on their
specificities, especially where parts of the value chain are particularly extensive. Look-through
requirements need to be limited to a subset of key KPIs and disclosures to ensure feasibility,
taking into data availability issues.

(c) Do you agree with the proposed requirement for identifying the related financial state-
ments? Why or why not?

We agree. Since a comprehensive and integrated reporting is desirable, this is a necessary
requirement. In this regard we suggest linking par. 38 to par. 72.

Question 6 — Connected information (paragraphs 42-44)

The Exposure Draft proposes that an entity be required to provide users of general purpose
financial reporting with information that enables them to assess the connections between

(a) various sustainability-related risks and opportunities;

(b) the governance, strategy and risk management related to those risks and opportunities,
along with metrics and targets; and

(c) sustainability-related risks and opportunities and other information in general purpose fi-
nancial reporting, including the financial statements.

(@) Is the requirement clear on the need for connectivity between various sustainability-re-
lated risks and opportunities? Why or why not?

(b) Do you agree with the proposed requirements to identify and explain the connections
between sustainability-related risks and opportunities and information in general purpose
financial reporting, including the financial statements? Why or why not? If not, what do
you propose and why?

We strongly support the reporting requirements on connected information as support inte-
grated reporting. It enables a connected, holistic and cohesive corporate reporting and com-
prehensive understanding of the entity’s business. However, we would like to highlight the
complexity of an integrated reporting concept. In this regard, we recommend additional illus-
trated guidance for prepares and on a more fundamental note: we expect in particular further
work on the development of the necessary foundations. An important step was the joint com-
mitment by the IASB and ISSB to work together to agree on how to build on and integrate the
VRF’s Integrated Reporting Framework into their standard setting projects and requirements.
This work should continue to be pursued as soon as possible. Also, we would highly welcome
if the ISSB collaborates with EFRAG to provide EU preparers with guidance on whether and
how the two approaches (which differ significantly in terms of integration options) are interop-
erable.
-12 -




Deutsches Rechnungslegungs Standards Committee e.V.

Accounting Standards Committee of Germany

s

The question emphasises three categories of connectivity: (a) connections between various
sustainability-related risks and opportunities, (b) connections between the governance, strat-
egy and risk management related to those risks and opportunities, along with metrics and
targets; and (c) sustainability-related risks and opportunities and other information in general
purpose financial reporting, including the financial statements. These three categories pro-
vide a clear understanding on the ISSB’s approach to connectivity. They should therefore
also be clearly stated in paragraph 42. Since category (c) also relates to connections to the
Management Commentary, the reference to “financial statements” contained in par. 42 is too
narrow. Here, in analogy to the text above, the reference should be made to “other infor-
mation in general purpose financial reporting”.

Question 7 — Fair presentation (paragraphs 45-55)

The Exposure Draft proposes that a complete set of sustainability-related financial disclosures
would be required to present fairly the sustainability-related risks and opportunities to which
an entity is exposed. Fair presentation would require the faithful representation of sustainabil-
ity-related risks and opportunities in accordance with the proposed principles set out in the
Exposure Draft. Applying IFRS Sustainability Disclosure Standards, with additional disclosure
when necessary, is presumed to result in sustainability-related financial disclosures that
achieve a fair presentation. To identify significant sustainability-related risks and opportunities,
an entity would apply IFRS Sustainability Disclosure Standards. In addition to IFRS Sustaina-
bility Disclosure Standards to identify sustainability-related risks and opportunities, the entity
shall consider the disclosure topics in the industry-based SASB Standards, the ISSB’s non-
mandatory guidance (such as the CDSB Framework application guidance for water- and bio-
diversity-related disclosures), the most recent pronouncements of other standard-setting bod-
ies whose requirements are designed to meet the needs of users of general purpose financial
reporting, and sustainability-related risks and opportunities identified by entities that operate in
the same industries or geographies. To identify disclosures, including metrics, that are likely
to be helpful in assessing how sustainability-related risks and opportunities to which it is ex-
posed could affect its enterprise value, an entity would apply the relevant IFRS Sustainability
Disclosure Standards. In the absence of an IFRS Sustainability Disclosure Standard that ap-
plies specifically to a sustainability-related risk and opportunity, an entity shall use its judge-
ment in identifying disclosures that

(a) are relevant to the decision-making needs of users of general purpose financial reporting;

(b) faithfully represent the entity’s risks and opportunities in relation to the specific sustainabil-
ity-related risk or opportunity; and

(c) are neutral.

In making that judgement, entities would consider the same sources identified in the preceding
paragraph, to the extent that they do not conflict with an IFRS Sustainability Disclosure Stand-
ard.

(@) Isthe proposal to present fairly the sustainability-related risks and opportunities to which
the entity is exposed, including the aggregation of information, clear? Why or why not?
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(b) Do you agree with the sources of guidance to identify sustainability-related risks and
opportunities and related disclosures? If not, what sources should the entity be required
to consider and why? Please explain how any alternative sources are consistent with the
proposed objective of disclosing sustainability-related financial information in the Expo-
sure Draft.

We generally agree. Fair presentation is a well-established general concept in the IFRS frame-
work and its inclusion in the ED as a general feature is coherent. However, the list of authori-
tative sources for the identification of significant risk and opportunities and the related disclo-
sure requirements (par. 51 - 54) is broad and open-ended. This broad and open-ended wording
and references create challenges for compliance and assurance as we have already noted in
our answer to question 1. Furthermore, we recommend that the list of authoritative sources
should be referenced to as sources of guidance that can be used. However, if the expectation
is that all listed resources are to be reviewed and considered, then it is necessary to create a
hierarchy of these resources, i.e. which ones are to be considered first and with priority. In our
view, additional guidance is needed to support entities in their stakeholder engagement pro-
cess to determine significant sustainability-related risks and opportunities and when making
their judgments in identifying disclosures.

Question 8 — Materiality (paragraphs 56-62)

The Exposure Draft defines material information in alignment with the definition in IASB’s Con-
ceptual Framework for General Purpose Financial Reporting and IAS 1. Information ‘is material
if omitting, misstating or obscuring that information could reasonably be expected to influence
decisions that the primary users of general purpose financial reporting make on the basis of
that reporting, which provides information about a specific reporting entity’. However, the ma-
teriality judgements will vary because the nature of sustainability-related financial information
is different to information included in financial statements. Whether information is material also
needs to be assessed in relation to enterprise value. Material sustainability-related financial
information disclosed by an entity may change from one reporting period to another as circum-
stances and assumptions change, and as expectations from the primary users of reporting
change. Therefore, an entity would be required to use judgement to identify what is material,
and materiality judgements are reassessed at each reporting date. The Exposure Draft pro-
poses that even if a specific IFRS Sustainability Disclosure Standard contained specific dis-
closure requirements, an entity would need not to provide that disclosure if the resulting infor-
mation was not material. Equally, when the specific requirements would be insufficient to meet
users’ information needs, an entity would be required to consider whether to disclose additional
information. This approach is consistent with the requirements of IAS 1. The Exposure Draft
also proposes that an entity need not disclose information otherwise required by the Exposure
Draft if local laws or regulations prohibit the entity from disclosing that information. In such a
case, an entity shall identify the type of information not disclosed and explain the source of the
restriction.
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(@) Is the definition and application of materiality clear in the context of sustainability-related
financial information? Why or why not?

In our view, the definition of materiality does not provide a sufficiently clear understanding of
the ISSB’s concept of materiality and the resulting implications for the application of this con-
cept by companies. The ISSB should clarify how companies are supposed to apply this mate-
riality concept. It would be desirable to have in place clarifications for sustainability information
comparable to the IFRS Practice Statement “Making Materiality Judgements” for financial in-
formation in the context of financial statements.

On a conceptual note, we believe that Appendix A “Defined Terms” should contain definitions
of risk and opportunities as well as of the terms material and significant. We realise that the
standard consistently uses the terms “significant sustainability-related risks and opportuni-
ties” and “material sustainability-related financial information.” This use of the particular terms
“significant” and “material” should be better explained.

In our opinion, insufficient consideration is given to impacts. We acknowledge the focus of the
IFRS Foundation and the ISSB on investors as the primary user group as well as the focus on
capital markets. Impacts, however, also constitute an essential element within the financial
materiality. They are also an essential element of sustainability matters. Discussions on the
interaction of risks and opportunities on the one hand and impacts on the other could make
the concept of materiality much more comprehensible. The extent of impacts is regularly a
crucial element of reporting on sustainability aspects and often impacts also form part of reg-
ulatory reporting requirements. We would like to refer to the prominent example of significant
CO. emissions where Scope 1, 2 and 3 data have to be reported.

In addition, a clear definition of the overlap between financial and impact materiality could en-
hance IFRS Sustainability Disclosure Standards to fulfil their function as a global baseline. The
ISSB’s key objective to consolidate and harmonise existing frameworks requires clarity about
how the ISSB standards interact and overlap with broader sustainability disclosure frame-
works, such as the Global Reporting Initiative (GRI). Please see our comments on question
14.

Furthermore, we would like to encourage the ISSB to consider the information needs of impact
investors in more detail. Their focus is not necessarily on the enterprise value alone, but on an
investor-specific investment strategy / investor-specific objective. We believe that a broader
scope of the IFRS Sustainability Disclosure Standards would significantly enhance its future
relevance without abandoning the IFRS Foundation's focus on capital markets. Finally, it would
significantly enhance the acceptance of these Standards across all stakeholder groups. At the
same time, relevance for investors will increase significantly if at least rebound effects from
impacts are covered as well.

(b) Do you consider that the proposed definition and application of materiality will capture
the breadth of sustainability-related risks and opportunities relevant to the enterprise
value of a specific entity, including over time? Why or why not?

Please see our comments under sub-question a).

(c) Isthe Exposure Draft and related lllustrative Guidance useful for identifying material sus-
tainability-related financial information? Why or why not? If not, what additional guidance
is needed and why?
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As mentioned above, we consider the concept of materiality to not be sufficiently clear and, in
addition to a conceptual improvement, we also see the need for additional guidance to ensure
consistent application. A revision and extension of the IFRS Practice Statement “Making Ma-
teriality Judgements” or an individual Practice Statement on materiality for sustainability infor-
mation would be possible options here. To achieve the widest possible conceptual interlinkage
between financial and sustainability reporting and with the aim of a holistic corporate reporting,
we prefer a revision and extension of the existing Practice Statement.

(d) Do you agree with the proposal to relieve an entity from disclosing information otherwise
required by the Exposure Draft if local laws or regulations prohibit the entity from disclos-
ing that information? Why or why not? If not, why?

Yes, we agree with the proposal to relieve an entity from disclosing information otherwise re-
quired by the Exposure Draft if local laws or regulations prohibit the entity from disclosing that
information.

Question 9 — Frequency of reporting (paragraphs 66-71)

The Exposure Draft proposes that an entity be required to report its sustainability-related fi-
nancial disclosures at the same time as its related financial statements, and the sustainability-
related financial disclosures shall be for the same reporting period as the financial statements.

Do you agree with the proposal that the sustainability-related financial disclosures would be
required to be provided at the same time as the financial statements to which they relate? Why
or why not?

In general, we agree that an entity be required to report its sustainability-related financial dis-
closures at the same time as its related financial statements. Especially against the back-
ground of integrated reporting, this is preferable and in the interest of the primary users of
general-purpose financial reporting.

Many companies are already subject to jurisdictional requirements regarding sustainability dis-
closures and publication deadlines. In this respect, the CSRD determines the disclosure re-
quirements for a large number of German companies and sustainability information must be
published in the management report at the same time as the financial reports.

The ISSB could, however, consider a phased-in approach for its constituents in view of the
considerable efforts needed for the preparation of sustainability information, especially in the
introductory phase. Allowing a later publication of sustainability information compared to the
financial statements gives companies the opportunity to better use their resources over time.
More time to respond to new data requirements also improves the quality of data.

When considering a phased-in approach, the ISSB should consider the target groups of its
standards and their specific characteristics. As noted in question 16, in our view the inclusion
of proportionality and scalability are important features for establishing a global baseline which
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is applied by many companies of different sizes. And a phased-in-approach regarding the de-
gree of detail per topic would be in line with the desire for proportionality and reliefs, particularly
for smaller companies.

Also, we agree that sustainability-related financial disclosures shall be for the same reporting
period as the financial statements. This is already the case for financial statements and existing
narrative reporting obligations. After all, sustainability-related metrics are often related to finan-
cial measures such as turnover or expenses. Different reporting periods would lead to non-
meaningful information, would impede achieving connected information and would result in
unnecessary administrative burdens for reporting entities. Therefore, the requirement that the
reporting period have to be the same is in our view indispensable.

Question 10 — Location of information (paragraphs 72—78)

The Exposure Draft proposes that an entity be required to disclose information required by the
IFRS Sustainability Disclosure Standards as part of its general purpose financial reporting — ie
as part of the same package of reporting that is targeted at investors and other providers of
financial capital.

However, the Exposure Draft deliberately avoids requiring the information to be provided in a
particular location within the general purpose financial reporting so as not to limit an entity’s
ability to communicate information in an effective and coherent manner, and to prevent con-
flicts with specific jurisdictional regulatory requirements on general purpose financial reporting.

The proposal permits an entity to disclose information required by an IFRS Sustainability Dis-
closure Standard in the same location as information disclosed to meet other requirements,
such as information required by regulators. However, the entity would be required to ensure
that the sustainability-related financial disclosures are clearly identifiable and not obscured by
that additional information.

Information required by an IFRS Sustainability Disclosure Standard could also be included by
cross-reference, provided that the information is available to users of general purpose financial
reporting on the same terms and at the same time as the information to which it is cross-
referenced. For example, information required by an IFRS Sustainability Disclosure Standard
could be disclosed in the related financial statements.

The Exposure Draft also proposes that when IFRS Sustainability Disclosure Standards require
a disclosure of common items of information, an entity shall avoid unnecessary duplication.

(@) Do you agree with the proposals about the location of sustainability-related financial dis-
closures? Why or why not?

We agree with the proposal that the entities being required to disclose information required by
IFRS Sustainability Disclosure Standards as part of its general purpose financial statements.
The incorporation of these reporting process into the existing infrastructure for the preparation
of general purpose financial statements will have a positive impact on the preparation of and

quality of ESG data.
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Further, we acknowledge that the ISSB considers the applicability of IFRS Sustainability Dis-
closure Standards in different jurisdictions and that the ED therefore permits an entity to dis-
close information required by an IFRS Sustainability Disclosure Standard in the same location
as information disclosed to meet other requirements, such as information required by regula-
tors. However, due to the considerable connection with the Management Commentary in terms
of content (e.g., reporting about risks and opportunities, forecast reporting / reporting on ex-
pected developments, etc.) we strongly support the view that the ED should highlight the Man-
agement Commentary as the preferred location for sustainability-related financial information
while other locations are not ruled out depending on the needs of particular jurisdictions.

(b) Are you aware of any jurisdiction-specific requirements that would make it difficult for an
entity to provide the information required by the Exposure Draft despite the proposals on
location?

At present we are not aware of any current jurisdiction-specific requirements that would make
it difficult for an entity to provide the information required by the ED despite the proposals on
location. We strongly support the idea of a global baseline in the European context where this
issue plays a role in the context of the development of ESRS. We want the IFRS Sustainability
Standard information to be clearly identifiable.

(c) Do you agree with the proposal that information required by IFRS Sustainability Disclo-
sure Standards can be included by cross-reference provided that the information is avail-
able to users of general purpose financial reporting on the same terms and at the same
time as the information to which it is cross-referenced? Why or why not?

We agree. Allowing cross-referencing avoids redundancies and information overload and thus,
in general, contributes to a better understandability of sustainability reports. However, cross-
references might also limit the understandability of sustainability reports. We made this expe-
rience when evaluating non-financial statements for a research study. Here, it proved to be
useful that reports at least contained a table showing where the information is placed within
the general purpose financial reporting or in other sources.

Regarding comprehensible sustainability reports we recommend references to sources outside
general purpose financial reporting only for contextual and supplementary information.

On an editorial note: Regarding the wording in par. 75, we suggest that the condition for cross-
references ("provided that the information is available [...] on the same terms") be concretised
as to which aspects this shall include. Examples of important aspects are the assurance level
of the sustainability-related information that is referred to, the accessibility of the information
and the digitisation / availability in a machine-readable format.

(d) Is it clear that entities are not required to make separate disclosures on each aspect of
governance, strategy and risk management for individual sustainability-related risks and
opportunities, but are encouraged to make integrated disclosures, especially where the
relevant sustainability issues are managed through the same approach and/or in an in-
tegrated way? Why or why not?

Yes, par. 78 make this sufficiently clear. We also agree that entities should not be required to
make separate disclosures on each aspect of governance, strategy and risk management for
individual sustainability-related risks and opportunities as this is not reasonable for a coherent
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report on sustainability matters. As stated in our answer to question 1 (c) the ED should de-
scribe the core content and cross-cutting issues; other IFRS Sustainability Disclosure Stand-
ards should supplement the core content with topic-specific requirements (e.g., ED IFRS S2
in relation to climate-related disclosures). Corporate (sustainability) reporting should follow this
structure and distinguish between cross-cutting information and topic-specific information.

Question 11 — Comparative information, sources of estimation and outcome uncer-
tainty, and errors (paragraphs 63—-65, 79-83 and 84-90)

The Exposure Draft sets out proposed requirements for comparative information, sources of
estimation and outcome uncertainty, and errors. These proposals are based on corresponding
concepts for financial statements contained in IAS 1 and IAS 8. However, rather than requiring
a change in estimate to be reported as part of the current period disclosures, the Exposure
Draft proposes that comparative information which reflects updated estimates be disclosed,
except when this would be impracticable —ie the comparatives would be restated to reflect the
better estimate. The Exposure Draft also includes a proposed requirement that financial data
and assumptions within sustainability-related financial disclosures be consistent with corre-
sponding financial data and assumptions used in the entity’s financial statements, to the extent
possible.

(@) Have these general features been adapted appropriately into the proposals? If not, what
should be changed?

We agree with these concepts as laid out in the ED. In detail, we suggest that the reference to
impracticable (ED IFRS S1.65, 84, 88) be more specific. Otherwise, the interpretation of the
term is up to the preparers and auditors, which makes a consistent application difficult.

(b) Do you agree that if an entity has a better measure of a metric reported in the prior year
that it should disclose the revised metric in its comparatives?

We also agree that an entity should provide revised metrics for the comparative period if that
is possible (e.qg., sufficient data were collected for the previous year etc.). We find it important
that changes to the comparative information will be clearly stated. As mentioned in para 64 (a)
entities should be required to provide the amount disclosed in the previous period as well as
the revised comparable amount.

(c) Do you agree with the proposal that financial data and assumptions within sustainability-
related financial disclosures be consistent with corresponding financial data and as-
sumptions used in the entity’s financial statements to the extent possible? Are you aware
of any circumstances for which this requirement will not be able to be applied?

Yes, we agree with these proposals.
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Question 12 — Statement of compliance (paragraphs 91-92)

The Exposure Draft proposes that for an entity to claim compliance with IFRS Sustainability
Disclosure Standards, it would be required to comply with the proposals in the Exposure Draft
and all of the requirements of applicable IFRS Sustainability Disclosure Standards. Further-
more, the entity would be required to include an explicit and unqualified statement that it has
complied with all of these requirements. The Exposure Draft proposes a relief for an entity. It
would not be required to disclose information otherwise required by an IFRS Sustainability
Disclosure Standard if local laws or regulations prohibit the entity from disclosing that infor-
mation. An entity using that relief is not prevented from asserting compliance with IFRS Sus-
tainability Disclosure Standards.

Do you agree with this proposal? Why or why not? If not, what would you suggest and why?

We agree. However, the requirements for the statement of compliance probably fits better
within the disclosure requirements regarding the core content than within the disclosure re-
guirements about the general features.

We further recommend that (at least in the initial phase) the statement of compliance will be
pronounced as a comply or explain statement as to report on all sustainability-related risks and
opportunities at once is challenging. In this respect, the German Corporate Governance Code
could be used as a blueprint. Especially in the first years of application flexibility should be
given.

Question 13 — Effective date (Appendix B)

The Exposure Draft proposes allowing entities to apply the Standard before the effective date
to be set by the ISSB. It also proposes relief from the requirement to present comparative
information in the first year the requirements would be applied to facilitate timely application of
the Standard.

(@) When the ISSB sets the effective date, how long does this need to be after a final Stand-
ard is issued? Please explain the reason for your answer, including specific information
about the preparation that will be required by entities applying the proposals, those using
the sustainability-related financial disclosures and others.

As many German companies fall under the European Corporate Sustainability Reporting Di-
rective (CSRD), the initial or extended application of sustainability reporting is primarily deter-
mined by the application of the ESRS. Therefore, the main question for German companies
will be to which extent their ESRS reporting is consistent with the requirements in the IFRS
Sustainability Disclosure Standards.
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In general, we would like to emphasise that the expected considerable implementation costs
(cf. our answer to question 16) must be weighed against the increasing demand for sustaina-
bility information. A period of at two or three years should be provided between the publication
of an IFRS Sustainability Disclosure Standard and its mandatory first-time application. More
complex issues and issues that require the implementation of entire new reporting systems to
collect data and control systems to ensure data quality require longer periods. Earlier voluntary
application should be possible.

Based on the experience of companies that already report on specific sustainable topics (e.g.,
TCFD), a phased-in approach to give entities time to set up new reporting and control systems
seems advisable. Reporting on all sustainability-related risks and opportunities at once, as in
the ED required, seems to us to be quite challenging, even for companies that already report
on sustainability issues.

(b) Do you agree with the ISSB providing the proposed relief from disclosing comparatives
in the first year of application? If not, why not?

Yes, we agree. The proposed relief from disclosing comparatives is reasonable.

Question 14 — Global baseline

IFRS Sustainability Disclosure Standards are intended to meet the needs of the users of gen-
eral purpose financial reporting to enable them to make assessments of enterprise value,
providing a comprehensive global baseline for the assessment of enterprise value. Other
stakeholders are also interested in the effects of sustainability-related risks and opportunities.
Those needs may be met by requirements set by others, including regulators and jurisdictions.
The ISSB intends that such requirements by others could build on the comprehensive global
baseline established by the IFRS Sustainability Disclosure Standards.

Are there any particular aspects of the proposals in the Exposure Draft that you believe would
limit the ability of IFRS Sustainability Disclosure Standards to be used in this manner? If so,
what aspects and why? What would you suggest instead and why?

We strongly support ISSB’s mission to create a global baseline and are committed to ISSB’s
building blocks approach. In this respect, improvements to the general features — as also dis-
cussed in our previous answers — are recommended. Common grounds and differences to
other frameworks and jurisdiction-specific requirements must be evident through a clear fram-
ing of the conceptual principles and reporting requirements. Overlapping areas — such as the
overlap of financial- and impact-related material information — must be well defined. This forms
the prerequisite for different jurisdictions to use the IFRS Sustainability Disclosure Standards
as a nucleus and to establish specific requirements based on it.

The ISSB’s key objective to consolidate and harmonise existing frameworks by creating a
comprehensive global baseline also requires clarity about how the ISSB standards interact and
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overlap with broader sustainability disclosure frameworks, such as the Global Reporting Initi-
ative (GRI). In this regard we welcome ISSB’s and GRI’s update on ongoing collaboration
which envisages “the development of a full articulation of the ways in which standards devel-
oped by GRI and ISSB respectively are complementary or diverge, together with explanations.”

The need for well identified interfaces between the IFRS Sustainability Disclosure Standards
on the one hand and other frameworks and jurisdiction-specific requirements on the other is
also obvious, for example, in par. 74. It requires: “An entity might disclose information required
by an IFRS Sustainability Disclosure Standard in the same location as information disclosed
to meet other requirements, such as information required by regulators. The entity shall ensure
that the sustainability-related financial disclosures are clearly identifiable and not obscured by
that additional information.”

As stated in our answer to question 8, we encourage the ISSB to consider the role of impacts
for the reporting of sustainability-related risks and opportunities in more detail and to explicitly
discuss rebound effects. In our view, a stronger emphasis on the role of impacts not only con-
tributes to more clarity for reporting requirements about sustainability-related risks and oppor-
tunities but would also improve the acceptance of IFRS Sustainability Disclosure Standards by
broader stakeholder groups as well as investors as common information needs would be em-
phasised and addressed.

Finally, we would like to repeat our request that the ISSB should also consider the information
needs for impact investing, which does not focus on the enterprise value only. We believe that
such a broadening of the scope of the IFRS Sustainability Disclosure Standards would signifi-
cantly enhance their future relevance without abandoning the IFRS Foundation's focus on cap-
ital markets.

Question 15 - Digital reporting

The ISSB plans to prioritise enabling digital consumption of sustainability-related financial in-
formation prepared in accordance with IFRS Sustainability Disclosure Standards from the out-
set of its work. The primary benefit of digital consumption as compared to paper-based con-
sumption is improved accessibility, enabling easier extraction and comparison of information.
To facilitate digital consumption of information provided in accordance with IFRS Sustainability
Disclosure Standards, an IFRS Sustainability Disclosures Taxonomy is being developed by
the IFRS Foundation. The Exposure Draft and [draft] IFRS S2 Climate-related Disclosures
Standards are the sources for the Taxonomy. It is intended that a staff draft of the Taxonomy
will be published shortly after the release of the Exposure Draft, accompanied by a staff paper
which will include an overview of the essential proposals for the Taxonomy. At a later date, an
Exposure Draft of Taxonomy proposals is planned to be published by the ISSB for public con-
sultation.

Do you have any comments or suggestions relating to the drafting of the Exposure Draft that
would facilitate the development of a Taxonomy and digital reporting (for example, any partic-
ular disclosure requirements that could be difficult to tag digitally)?
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Digitisation is of utmost importance for a cost-efficient use of information. Hence, we support
the activities of the ISSB for the digitisation of reporting and appreciate the consultation of the
staff draft of the IFRS Sustainability Disclosure Taxonomy published in May 2022.

To achieve the ISSB's global baseline, however, it is not enough to align with the content but
also with the digital taxonomy for reporting. That means that here, too, a harmonisation with
existing national and jurisdiction-specific initiatives, such as the legislative proposal for an Eu-
ropean Single Access Point (ESAP), is hecessary.

In this respect, the focus on a taxonomy for the IFRS Sustainability Disclosure Standards might
be too narrow and needs to be broadened to include further consideration of the digital envi-
ronment. We encourage the ISSB also in relation to this aspect to collaborate with national
standard setters and jurisdiction-specific institutions and to play an active role in creating a
high-quality digital data ecosystem.

For detailed comments on the challenges of digitising narrative information (e.qg., policies, tran-
sition plans, methods, assumptions) we refer to our answer to question 15 of the ED IFRS S2.

Question 16 — Costs, benefits and likely effects

The ISSB is committed to ensuring that implementing the Exposure Draft proposals appropri-
ately balances costs and benéefits.

(@) Do you have any comments on the likely benefits of implementing the proposals and the
likely costs of implementing them that the ISSB should consider in analysing the likely
effects of these proposals?

We have not undertaken a detailed analysis of the costs and benefits of the individual require-
ments contained in the ED. However, we anticipate high costs in certain areas, such as the
implementation of new reporting structures for data collection in addition to the establishment
of the necessary internal controls and governance mechanism. Also, assurance costs will in-
crease. As particularly complex and therefore costly we evaluate reporting along an entity’s
value chain.

As previously mentioned, we consider reporting on all sustainability-related risks and opportu-
nities at once to be extensive and thus also burdensome. Therefore, we recommend that the
ISSB discuss in more detail a phased in approach regarding the degree of detail per topic to
give entities sufficient time to set up new reporting and control systems. Also, the ISSB should
discuss more thoroughly proportionality and scalability of the reporting requirements contained
in the ED. Doing so limits the (implementation) costs.

In terms of benefits, it makes a difference whether one focuses exclusively on the benefits for

enhanced investment decisions and efficient capital markets or whether one also includes pos-

itive effects regarding the transformation towards a sustainable economic system. As stated in

our answer to question 8, financial- and impact-related material information overlap. Further,
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investors do not only use the information to optimise their portfolios from a financial perspec-
tive, but also to conduct impact investments. Therefore, the question arises as to the definition
of benefits.

(b) Do you have any comments on the costs of ongoing application of the proposals that the
ISSB should consider?

In this regard, we would like to emphasize again the need for the successful implementation
of a widely accepted global baseline to decrease these “costs of ongoing application” ad-
dressed in this question. Considerable ongoing costs arise if the global baseline approach
cannot be filled with life and, in addition to the application of IFRS Sustainability Disclosure
Standards, deviating jurisdiction-specific requirements must be applied. We refer to our answer
to question 14 and again encourage the ISSB to closely collaborate with national standard
setters and other relevant institutions to make the global baseline approach a success.

Furthermore, due to the dynamic developments in this area, ongoing costs are to be expected
because of probable adjustments (e.g., adjustments of assumptions and methodologies). Here
the requirements for the adjustment of previous year's data and information have a consider-
able influence on the ongoing costs.

Question 17 — Other comments

Do you have any other comments on the proposals set out in the Exposure Draft?

We suggest that the practical feasibility of the ED’s content be investigated through field
tests.
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