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DISCLAIMER

The views expressed in this presentation are those of the presenter, except where indicated otherwise. EFRAG positions, as
approved by the EFRAG SRB, are published as comment letters, discussion or position papers, or in any other form
considered appropriate in the circumstances.
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Introduction
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EFRAG — EUROPE’S VOICE IN CORPORATE REPORTING

* Private not-for-profit established in 2001

* Encouraged by the European Commission to serve the public interest

 Member organisations: European Stakeholders Organisations,
National Organisations and Civil Society Organisations

* EFRAG’s activities are organised in two pillars:

o A Financial Reporting Pillar

o A Sustainability Reporting Pillar

* Provides technical advice to the European Commission in the form of draft European Sustainability Reporting
Standards and supports the effective implementation of ESRS.



THE KEY FEATURES OF THE
THE CSRD*

* Corporate Sustainability Reporting Directive



"JEFRAG
CSRD: SCOPE

* Groups and individual entities. Subsidiary exemption mechanism defined

 All listed companies (except micro-enterprises) + all large companies that exceed 2/3 of the
following

¢ Balance sheet total: > EUR 20M
e Net revenue: > EUR 40M

e > 250 average number of employees during the FY
* Listed SMEs + Small Non-Complex Fl + captive insurance/reinsurance
e Voluntary regime for other SMEs (not included in the Delegated Act)

* Non-EU companies with branches or subsidiaries in the EU above certain thresholds (150 mio +
branches)
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CSRD: PHASED-IN ENTRY INTO APPLICATION

Listed SMEs:

Companies Option to use simpler, proportionate standards

”in scope of
NFRD”

Listed SMEs
* Possibility to opt-out for 2 years after entry into
application

Non-EU Non-EU parent companies:
companies

Other large

companies
* Separate standards

* Not covering all reporting areas: impact focus, not

financial materiality



CSRD : KEY FEATURES




ESRS SECTOR AGNOSTIC
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THE SECTOR AGNOSTIC STANDARDS - TIMELINE

ESRS Exposure Drafts by Draft ESRS EC adopted Publication of DR
EFRAG PTF released to EC in OJ
o ® ® o

18
June 2021 - Apr. 30 — June 9 — 31 July 22 Dec.
April 2022 Aug. 8 2022 NOV: 2022 July 7 2023 2023 O;toozger 2023
O @
° EP rejected a motion
ESRS EDs exposed for EC draft Delegated Act _ J !
Public feedback aimed at scrapping ESRS

comments
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THE FIRST SET OF SECTOR AGNOSTIC ESRS

ESRS 1 General requirements

TOPICAL STANDARDS

ESRS 2 General disclosures

Environment
ESRS E1 ESRS E2 ESRS E3 ESRS E4 ESRS E5
Climate change Pallution Water and marine  Biodiversity and Resource use &
resources ecosystems circular economy
Social
ESRS 51 ESRS S2 ESRS 54 ESRS S3
Own workforce Woarkers in the Consumers and Affected
value chain end-users communities

Governance

(M EFRAG
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ESRS 1 General requirements —'how to report’

1 Categories of ESRS
standards, reporting areas
and drafting conventions

2  Qualitative characteristics
of information

Appendix B : Qualitative

Due diligence

characteristics of information

Value chain

(M EFRAG

Appendix A AR16 : Sustainability

matters to be included in the
materiality assessment

Double materiality as the

basis for sustainabilit
disclosures Appendix E : Flowchart for
determining disclosures to be

included under ESRS

7 Preparation and
presentation of
sustainability information

Structure of the
8 sustainability statement

Appendix D : Structure of ESRS
sustainability statement

Appendix E : Example of structure of
ESRS sustainability statement

Transitional provisions

Appendix C : List of phase-in DRs

Time horizons

Linkages with other parts of
corporate reporting and
connected information

Appendix G Example of

incorporation by reference




ESRS 2 General Disclosures— ‘what to report’ J EFRAG

GENERAL CHARACTERISTICS GOVERNANCE MINIMUM DISCLOSURE REQUIREMENTS

BP-1: General basis for preparation GOV-1: The role the admin., man. and superv. bodies
BP-2: Disclosures in relation of GOV-2: Information provided to and sustainability matters
specific circumstances addressed by the bodies

GOV-3: Integration of incentive schemes Actions Targets

MDR-A MDR-T

Policies
MDR-P

GOV-4: Statement on sustainability due diligence

GOV-5: Risk management over sustainability reporting

Minimum disclosure requirement

SBM-1: Market position, strategy, bus. model(s), value chain for each material matter * Metrics
SBM-2: Interests and views of stakeholders MDR-M

SBM-3: Material impacts, risks and opportunities and their

interaction with strategy and business model

* |f the undertaking has not defined policies, actions or
targets, it may disclose this
IRO-1: Description of the processes to identify

material impacts, risks and opportunities

IRO-2: Disclosure Requirements in ESRS
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(M EFRAG
ESRS: THE PIVOTAL ROLE OF THE MATERIALITY ASSESSMENT

Sustainability statements

shall reflect all material Reporting entity to
impacts, risks and implement a rigorous
opportunities (IROs): materiality assessment
under an objective process to determine
approach with material IROs (including

thresholds. Thus, not all understanding of its
sector agnostic standards value chain). This will be
may be applicable to an subject to audit.

undertaking.
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DOUBLE MATERIALITY: DEFINITIONS D EFRAG

* Process for determination of the information to be included in the sustainability statement. It has two
steps:

Materiality * identification of the matters that are material, supported by the list of matters (topics/sub

assessment topics/sub-sub topics) in AR 16 of ESRS1; and

* definition of the information to be reported per each material matter, on the basis of the
requirements in topical standards (ESRS E1/E5, S1/4, G1).

Impact materiality @ A(';'I':/ Financial materiality B IFRST

* information material for primary users of general-purpose

Alotraric * material actual or financial reports in making decisions relating to providing
“ - potential, positive or resources to the entity
material o ) .
negative impacts over * risks or opportunities that could be reasonably be expected to
short-, medium- and have/have a material influence on financial position, financial
long-term performance, cash flows, access to finance or cost of capital over

the short-, medium- or long-term

Information * Policies, Actions and Targets in place to manage the material matter
reported * Datapoints in Metrics that the undertakings assesses to be material
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DOUBLE MATERIALITY: EXAMPLES ” [ EFRAG

L4

EXAMPLE OF IMPACT

EXAMPLE OF RISK A manufacturing company discharges untreated

wastewater containing chemicals into a nearby
An oil and gas undertaking identifies a material negative impact that arises

from not performing consultations or reaching an agreement with
indigenous’ people to use their land for the extractions and to relocate the
community. At the reporting date, the undertaking does not expect that
the indigenous community will initiate protests. However, such indigenous
community may at a later stage initiate protests that could halt the
production of oil and gas at that site and cause material costs for the
undertaking due to the days lost to production or the abortion of the
project

river. This causes water pollution, killing aquatic
plants and wildlife and creating health issues to
people using the river.

17



CURRENT ACTIVITIES
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EFRAG ESRS Q&A platform M EFRAG

Update Q&A Platform 21 May 2024

Number of questions
received since 24 October
Question relating to 2023

to support the implementation of European
Sustainability Reporting Standards (ESRS)

Cross-cutting
Environmental
Social
Governance
XBRL
VSME
LSME
Access the regularly updated Log of questions submitted. Ze;mfs

thers
Total

EFRAG

sustainability reporting

EFRAG RELEASES FIRST SET
OF EXPLANATIONS ON
ESRS Q&A PLATFORM

Rne

link



https://www.efrag.org/lab7
https://efrag.sharefile.com/share/view/s5aae217a68f24a53855fbf0aca6552d2/fo00d7ed-296e-48e7-a23a-84286eb5fb94
https://www.efrag.org/Assets/Download?assetUrl=/sites/webpublishing/SiteAssets/ESRS+Implementation+QA+platform+%E2%80%93+Explanations+1-2024.pdf

Interoperability maps () EFRAG

To avoid double reporting

Leveraging on the high-level of interoperability in the

BKEIFRST
standards.

Implementation support material issued jointly @ @
lllustration of the correspondence of detailed requirements
in ESRS that correspond to the other standard, with

clarification of differences in terminology and substance (if

Taskforce on Nature related

any) F D Financial Disclosures

Paving the way to digital interoperability
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DEVELOPMENTS AHEAD
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SUSTAINABILITY REPORTING FOR SMES

Voluntary CSRD specifies reporting requirements for listed
SMEs. Art 19 a(6) by way of derogation. Thisis a
St(asrl:::rd VtS!VIE reduced list from the requirements that will apply
shotin

to other companies under scope:
CSRD scope)

a) A brief description of the undertaking’s
business model and strategy

/ \ / \ b) A description of the undertaking’s policies
.. .. in relation to sustainability matters
Legally binding Art. 29 c Not legally binding but 0 The principal actual or potential adverse

and Art. 19 a6 empowering tool impacts of the undertaking with regard to
sustainability matters, and any actions
SMEs not listed [ 22 million taken to identify, monitor, prevent,

— SMEs between 10-250 employees

(plus turnover and capital including micro ] outside CSRD mitigate or remediate such actual or
criteria) with securities listed scope that want to voluntary potential adverse impacts

[about 1.000 listed companies in disclose d) The principal risks to the undertaking
EU] related to sustainability matters and how

— Small non-complex banks (about the undertaking manages those risks
2.300) e) Key indicators necessary to the

e T S disclosures referred to in points (a) to (d).

reinsurance (about 300)

wegated Act

No Delegated Act. Aim: to help
SMEs in taking the first steps in ESG

J Qorting.
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Modular approach to maximise proportionality P EFRAG

*  SMEs undertakings that have already policies, actions and targets

Narrative - (PAT) in place and to report
PAT E—
* Disclose the material matters (from the llist in AR 16 of ESRS 1)
Module
* Simplified language (including for materiality)
~ * 5 Disclosures

* Entry level for non listed SMEs
* Target for micro-undertakings
Basic Module ——— * Simplified language (No materiality)
* 12 Disclosures including ESG Topical Metrics

* Simplification: all required BUT whenever it is appropriate ‘IF APPLICABLE’

*  When SME face questionnaires from business partners

* Sustainable Finance datapoints (Table 1 SFDR PAI, EBA Pillar 3,

Vv
S
M
E

Business Benchmark Regulation) as proxies for ESG management.
Partner —— ¢ Minimum language simplification achieved
Module

* Disclose the material matters (from the llist in AR 16 of ESRS 1)

e 11 Disclosures



SME EXPOSURE DRAFTS AND EDUCATIONAL VIDEOS M EFRAG

;ucational Videos on
m EFRQG = — SME Standards
_ HICHLUICHTS OF THE TWO SME EDS

EFRAG PUBLIC
CONSULTATION

EXPOSURE DRAFT

VOLUNIARIESRS FOR HON: ESRS FOR LISTED SMALL- AND
LISTED SMALL- AND MEDIUM- § g
SIZED ENTERPRISES MEDIU M‘(E'S‘;SDLE':AT:) RERISES S M E Sta l'ld a rd S
(VSME ESRS)
JANUARY 2024

EFRAG

4 videos 3,096 views Last updated on 22 Feb 2024

= =

p Playall > Shuffle

EFRAG is happy to present educational videos
dedicated to the ESRS LSME ED and VSME ED,
which were released for public consultation on 22
January 2024, and the recording of the outreach
event held on 20 February 2024.

OPEN FOR COMMENTS UNTIL 21 MAY 2024

= @Youlube
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INTRODUCTION TO SECTOR SPECIFIC ESRS

* Eleven workshops on SEC 1 (Standard-setting approach and classification standard) during February 2024

» Advisory panels for financial institutions (Banking, Capital Markets and Insurance) announced and kick-
off meetings held

e SEC1 and sector EDs on Oil and Gas as well as Mining, Quarrying and Coal Mining available in H2 2024

» Sector EDs for Road transport and Textiles, accessories, jewellery and footwear planned to be available in
Q1 2025, but depends on resources

e Other high-impact sectors: preparation ongoing with SR TEG and SRB discussions in 2025 onwards

» V1 of Fl sector standards planned for SR TEG discussion in December 2024/January 2025 and ED issuance
in H2 2025



) EFRAG
SECTOR COMMUNITY

 Community Sector Groups are constituted by stakeholders interested in the
development of Sector ESRS (preparers and preparer organisations, etc.)

e Support the identification of relevant and important sustainability matters
for each sector, provide input to the development of draft standards

EFRAG's sector-specific communities

27


https://survey.alchemer.eu/s3/90594792/Join-EFRAG-s-Community-Sector-Groups-supporting-the-development-of-draft-ESRS-Sector-Specific-Sustainability-Reporting-Standards

Become a Friend of EFRAG () EFRAG

Entities can support EFRAG’s mission and activities in the development of draft ESRS!

Advantages:
* Visibility on website

* Private meetings with the EFRAG high-level representatives F r\ i e n d o F

* Mention in Annual report

* Reserved seats at physical events

* Access to documents prior to publication

* A possible panelist position in EFRAG’s events

sustainability reporting

* A possible EFRAG representation in the entities’ events

* Use of “Friend of EFRAG” logo

Who to apply?
Send to nominations@efrag.org a description of your entity’s mission and activities and a motivation statement in support of EFRAG’

mission in its sustainability reporting activities.



mailto:nominations@efrag.org

() EFRAG

sustainability reporting

Follow us \
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35 Square de Meel(s, B-1000 Brussels
info@efrag.org - www.efrag.org

EFRAG is co-funded by the European Union through
the Single Market Programme in which the EEA-EFTA
countries (Norway, Iceland and Liechtenstein), as well
as Kosovo participate. Any views and opinions
expressed are however those of the presenter only
and do not necessarily reflect those of the European
Union, the European Commission or of countries that
participate in the Single Market Programme. Neither
the European Union, the European Commission nor
countries participating in the Single market
Programme can be held responsible for them.

THANK YOU


mailto:info@efrag.org
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