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LSEG response to the IFRS Foundation consultation on 
Sustainability Reporting 

 

Executive summary 

The lack of globally comparable and reliable disclosure is the key barrier to effective 
integration of climate and sustainability risks and opportunities by institutional investors and 
the transition towards a more sustainable and net zero economy. 

As a global financial markets infrastructure business, London Stock Exchange Group 
(LSEG) works across the marketplace with investors, issuer companies, policy makers, 
regulators, academics and other stakeholders to support global financial stability and 
sustainable economic growth. 

LSEG supports issuer companies with ESG reporting tools and access to sustainable 
capital. We also work with investors to integrate sustainability into the investment process.  

We welcome the IFRS Foundation’s consultation and support the development of a 
Sustainability Standards Board (SSB) which builds on IFRS’s global governance and 
interconnection with financial reporting and securities regulators. 

IFRS will need to build on regional developments and international standards, and consider 
the diverse needs and priorities of jurisdictions around the world.  Securing global support 
and country level implementation is critical in order to prevent fragmentation.  

The SSB standard will need to be user-friendly and balance the needs of investors and 
companies to drive material improvements in disclosure. IFRS should also engage with 
global investor initiatives such as Climate Action 100+ and the Transition Pathway Initiative 
(TPI) which are shaping market consensus. 

 

LSEG’s key points in response to the IFRS Foundation questions: 

Is there a need for global sustainability standards? 

• Yes, feedback from investors and companies is that globally consistent and 
comparable standards are needed in order to integrate sustainability risks and 
opportunities into capital flows, and to achieve sustainability targets.  

• Investors have global investment portfolios and many companies operate 
internationally. Fragmented sustainable reporting standards undermine the ability of 
the market to operate effectively and create cost and confusion. 

Whether the IFRS Foundation should play a role? 

• Yes, the IFRS Foundation has the relevant role and framework to lead this work in 
close coordination with IOSCO and the International Platform for Sustainable 
Finance. The skills and methodologies developed by IFRS for accounting can also be 
effective for sustainability reporting.  

• However, IFRS will need the support and engagement of jurisdictions to achieve 
convergence around a standard. 

• IFRS SSB needs to be underpinned by long-term governance and accountability, and 
should build relevant expertise as sustainability is a fast developing and continually 
evolving area.  

• The funding model should follow the IASB precedent with diversified sources from 
countries, accounting firms and publishing.   
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What the scope of that role could be? 

Scope 

• IFRS should initially focus on areas where there is greater market consensus i.e. 
many aspects of climate reporting.  

• SSB should develop further standards over time as market consensus grows in 
broader environmental, social and governance areas e.g. biodiversity/natural capital. 
Flexible standards will be needed to enable market innovation as these areas 
develop.  

• IFRS will need to define what is a sustainability report, its content and relation to 
financial reporting.  

Climate reporting 

• Climate change should be initially prioritised given the: 
o urgency and timeline required for action based on consensus science from 

the IPCC1  
o market consensus on reporting captured by TCFD 
o high and growing demand for climate data from investors globally  

• IFRS should first develop a high-level framework aligned with TCFD, GRI, SASB and 
other market standards. Detailed standards with metrics and sector specific guidance 
can then be built over time.  

• SSB standard should be usable by both listed and large private companies, as asset 
owners need comparable data across both to enable a net zero transition in their 
portfolios. 

• Companies should disclose their materiality assessment. This should explain what is 
financially material + any material impacts on society and the environment that could 
result in financial implications in the long-term. The second area may/may not have a 
short-term financial quantification. 

• IFRS should align with the significant climate transition investor engagement 
initiatives (including CA100+, Transition Pathway Initiative) that aim to provide a 
common global benchmark of corporate progress towards the Paris Agreement 
objectives.  

Regional developments 

• IFRS should build on regional legislation (including in EU, UK, China) given 
significant progress in these markets and to ensure a level playing field.  

o This will mitigate the risk that IFRS adds to the list of standards and does not 
drive consistent adoption.  

• This should include key developments such as taxonomies to align definitions for 
green products and services. 

• Jurisdictions should be able to continue making progress on ESG standards.  

International market standards 

• IFRS should build on the international standards used by the market: 
o GRI is the most widely used global ESG standard for reporting on companies’ 

material impacts on society and the environment though decision-useful, 
standardised and comparable indicators. 2020 KPMG research found that 
73% of the world’s largest 250 companies use GRI.  

o The 5 standard setters’ statement of intent and the merger of SASB and the 
International Integrated Reporting Council (IIRC) could lead to convergence 
that IFRS can build on.  

 
1 International Panel on Climate Change 

https://www.globalreporting.org/about-gri/news-center/2020-12-01-sustainability-reporting-is-growing-with-gri-the-global-common-language/
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o LSEG has developed a list of key ESG sector specific metrics based on 
international standards which can feed into IFRS’ process. 

o We are co-chairing a workstream with the UN Sustainable Stock Exchanges 
initiative to develop model ESG guidance with exchanges around the world 
ahead of COP26. 

o The UN Sustainable Development Goals (SDGs) are the global reference 
framework for impact reporting. 

 

Annex 

LSEG responses to the IFRS Foundation consultation questions 

Question 1  

Is there a need for a global set of internationally recognised sustainability reporting 
standards? 

a. If yes, should the IFRS Foundation play a role in setting these standards and expand 
its standard-setting activities into this area? 

b. If not, what approach should be adopted? 

Yes, feedback from investors and companies is that globally consistent and comparable 
standards are needed in order to integrate sustainability risks and opportunities into capital 
flows, and to achieve sustainability targets.  

Investors have global investment portfolios and many companies operate internationally. 
Fragmented sustainable reporting standards undermine the ability of the market to operate 
effectively and create cost and confusion. 

In addition, the widespread use of international standards could support companies that are 
starting sustainability reporting, due to comparable and shared requirements. 

The skills acquired and the methodologies developed by the IFRS Foundation in the field of 
accounting principles can also be effective in terms of sustainability information. 

 

Question 2 

Is the development of a sustainability standards board (SSB) to operate under the 
governance structure of the IFRS Foundation an appropriate approach to achieving further 
consistency and global comparability in sustainability reporting?  

IFRS has the relevant tools and framework, however will need the support and engagement 
of jurisdictions and key markets to achieve convergence around a standard. 

IFRS SSB needs to be underpinned by a long-term governance structure, accountability and 
relevant expertise, as sustainability is a fast developing and continually evolving area. There 
should be an industry expert group including the relevant standard setters to support IFRS to 
develop a standard.  

IFRS should lead this work in close coordination with IOSCO, securities regulators and the 
International Platform for Sustainable Finance. 

The funding model should follow the IASB precedent with diversified sources from countries, 
accounting firms and publishing.   

IFRS financial reporting is not used in some jurisdictions, where more education and 
engagement may be needed. The alignment of financial and non-financial standards should 
be explored further. For example, UK and France already require carbon emissions 
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disclosure within financial reporting- so IFRS could consider updates to financial reporting as 
well.  

 

Question 3 

Do you have any comment or suggested addition on the requirements for success as listed 
in paragraph 31 (including on the requirements for achieving a sufficient level of funding and 
achieving the appropriate level of technical expertise)? 

As well as the IFRS’ list of requirements for success, it will be crucial for IFRS to secure 
support and engagement from authorities and regulators around the world to implement a 
consistent approach in practice. IFRS will need to develop high level principles that 
recognise the wide range of scope and ambition by jurisdictions.   

IFRS will need to set out a strategy and roadmap for a broad sustainability standard, which 
should start with climate related disclosures where there has been significant focus by 
governments and standard setters so far.  

In order to make the IFRS SSB more impactful and effective, here are some suggestions 
based on investor and issuer feedback: 

• SSB standard will need to be user-friendly and balance the needs of investors and 
companies to drive material improvements in disclosure.  

• Should be usable by both listed and large private companies, as asset owners need 
comparable data across both to enable a net zero transition in their portfolios. 

• IFRS should develop a holistic approach to sustainability disclosure across the 
investment chain. 

• Start with carbon emissions disclosure which could be incorporated into financial 
reporting. 

• Encourage a level playing field within key sectors. Better peer comparability would be 
valuable for investors and ensure capital flows to the right companies.  

• Emphasise that improving climate related and sustainability disclosures can be a 
competitive advantage, and a higher standard to aim for rather than a tick box 
approach. 

 

Question 4 

Could the IFRS Foundation use its relationships with stakeholders to aid the adoption and 
consistent application of SSB standards globally?  If so, under what conditions? 

IFRS should leverage its relationships with financial accounting bodies and securities 
regulators around the world, but also broaden its stakeholder engagement to include more 
jurisdictions and market participants.  

Extensive effort will be needed to ensure engagement and support from jurisdictions who 
have not adopted IFRS financial standards.  
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Question 5 

How could the IFRS Foundation best build upon and work with the existing initiatives in 
sustainability reporting to achieve further global consistency? 

IFRS should first develop a high-level framework aligned with TCFD, GRI, SASB and other 
market standards. Detailed standards with metrics and sector specific guidance can then be 
built over time.  

IFRS should build on these international standards used by the market: 

• The 5 standard setters’ statement of intent and the merger of SASB and the 
International Integrated Reporting Council (IIRC) could lead to convergence that 
IFRS can build on.  

• GRI is the most widely used global ESG standard for reporting on companies’ 
material impacts on society and the environment though decision-useful, 
standardised and comparable indicators. 2020 KPMG research found that 73% of the 
world’s largest 250 companies use GRI.  

• IFRS should align with the significant climate transition investor engagement 
initiatives (including CA100+, Transition Pathway Initiative) that aim to provide a 
common global benchmark of corporate progress towards the Paris Agreement 
objectives.  

o Climate transition models and targets should be included within SSB. 

• LSEG has developed a list of key ESG sector specific metrics based on international 
standards which can feed into IFRS’ process. 

• We are co-chairing a workstream with the UN Sustainable Stock Exchanges initiative 
to develop model ESG guidance with exchanges around the world ahead of COP26. 

• The UN Sustainable Development Goals (SDGs) are the global reference framework 
for impact reporting. 

 

Question 6 

How could the IFRS Foundation best build upon and work with the existing jurisdictional 
initiatives to find a global solution for consistent sustainability reporting? 

In order to build support, IFRS should focus initially on a core ‘building block’ of sustainability 
standards that are appropriate across varying jurisdictions.  

IFRS should build on regional legislation (including in EU, UK, China) given significant 
progress in these markets and to ensure a level playing field. This will mitigate the risk that 
IFRS adds to the list of standards and does not drive consistent adoption.  

This should include key developments such as the EU taxonomy to align definitions for 
green products and services, the UK approach to mandatory TCFD requirements across the 
investment chain, and Chinese taxonomy and disclosures.  

SSB should not impede jurisdictions that are developing broader sustainability standards. 

As mentioned before, IFRS should set out a strategy for a broader standard to be developed 
over the coming years including ESG considerations.  

 

 

 

https://www.globalreporting.org/about-gri/news-center/2020-12-01-sustainability-reporting-is-growing-with-gri-the-global-common-language/
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Question 7 

If the IFRS Foundation were to establish an SSB, should it initially develop climate-related 
financial disclosures before potentially broadening its remit into other areas of sustainability 
reporting?  

LSEG suggests that the IFRS Foundation should initially focus on areas where there is 
greater market consensus i.e. many aspects of climate reporting.  

SSB should then develop further standards over time as market consensus grows in broader 
environmental, social and governance areas e.g. biodiversity/natural capital. Flexible 
standards will be needed to enable market innovation as these areas develop.  

Climate change should be initially prioritised given the: 

• urgency and timeline required for action based on consensus science from the IPCC2  

• market consensus on reporting captured by TCFD 

• high and growing demand for climate data from investors globally  

Within TCFD, we particularly support the governance and targets aspects, and the 
implications that senior management need to conduct climate risk and materiality 
assessments as well as assess the opportunities.  

IFRS will need to define what is a sustainability report, its content and relation to financial 
reporting.  

To ensure this is not a ‘tick box’ exercise and comparable disclosures are encouraged, high 
level and sectoral guidance is required, in line with IFRS’ approach to financial reporting. We 
suggest that the IFRS considers who should provide sectoral guidance to encourage 
comparable and relevant disclosures and leverage market developments.  

Guidance would be useful for companies for example in sectors where climate change is 
less material and climate related reporting is quite a step up. Time is needed to develop 
capacity in house and within the consultant/advisor ecosystem to encourage quality 
disclosures and appropriate governance for these issuers.   

IFRS should also keep their approach under review, as understanding and knowledge of 
climate related risks and opportunities is rapidly evolving.  

 

Question 8 

Should an SSB have a focused definition of climate-related risks or consider broader 
environmental factors? 

Please see our response to Question 7.  

 
Question 9 

Do you agree with the proposed approach to materiality in paragraph 50 that could be taken 
by the SSB? 

Regarding materiality, IFRS should build on the GRI’s approach. Companies should disclose 
their materiality assessment. This should explain what is financially material + any material 
impacts on society and the environment that could result in financial implications in the long-
term. The second area may/may not have a short-term financial quantification. 

 
2 International Panel on Climate Change 
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We suggest that materiality needs to apply throughout climate related disclosures, for 
example scenario analysis can be an element of risk management or of governance/strategy 
depending on the sector and strategy of the company.  

Materiality is critical to effective sustainability reporting and should be considered from 2 
perspectives: the issuer’s business model and the user’s priorities.  

Sector perspective 

Due to the lack of clear common standards, companies often disclose highly variable 
amounts of information. Sometimes this does not include the information needed by the 
different users and is an unnecessary cost for issuers.  

Materiality is relevant from a sector perspective, as some metrics are only material for 
particular industries. The LSEG ESG Disclosure Score provides a minimum list of material 
ESG metrics within each sector that IFRS can consider. 

To resolve the issue of variable disclosure, we suggest a minimum set of sector-specific and 
material metrics. This should be based on global reporting frameworks and evolve over time 
given the rapid developments in investor usage of this data. 

User perspective 

Key users of disclosures are investors and creditors. It is important to recognise that 
investors will have a range of views on what may be material for a particular company.  

The reporting of a company’s materiality assessment could input to users’ assessment of the 
relevance of metrics disclosed and their impact on a company’s risks and opportunities.  

We would support the development of guidance on good reporting practices regarding 
companies’ materiality assessment processes. 

Time Horizons 

For an investor, the impact of a company on society and / or the environment will become 
relevant in the long run when there are financial consequences. This would impact the 
company's ability to continue to exist and generate long-term value for stakeholders.  

Therefore, IFRS should focus on financial materiality with a long-term time horizon.  

 
Question 10 

Should the sustainability information to be disclosed be auditable or subject to external 
assurance?  If not, what different types of assurance would be acceptable for the information 
disclosed to be reliable and decision-useful? 

We agree that third party assurance is important but should be introduced over a reasonable 
time frame noting the significant cost impact this could have for issuers.  

This is already mandatory in Italy and France but not in most jurisdictions- where both 
companies and audit companies will need time to develop this capability for sustainability 
reporting.  

Given the additional costs for issuers, the scope of any assurance should only include the 
most important and material data. Flexibility is needed for smaller companies to ensure a 
proportionate cost burden. 

 
Question 11 

Stakeholders are welcome to raise any other comment or relevant matters for our 
consideration.  N/A 


