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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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The European Sustainability Reporting Legal Regime: OVERVIEW

* Starting point: Sustainable Finance Agenda & EU Green Deal (2019)
* Mandatory reporting regime, including EU Taxonomy, SFDR, CSRD

* Obijectives: enhancing transparency and addressing the quality issue of sustainability-related data

Corporate Sustainability
Reporting Directive

(CSRD) Delegated
'.‘ Regulation to the
EU Green Deal "-‘ CSRD (ESRS)
Non-financial Sustainable EU Taxonomy Proposed CSDDD Larg.e Listed SMES Und.ertqklng
R " Finance Corporate approval reporting (excep‘t micro- s with non-
%por]ng : T entities not undertakings, small EU parent
Directive Disclosure Sustainability Reporting and non-complex
. - currently R companies
(NFRD) Reguld’rlon Due Dlllgence entities biect t credit institutions
(SFDR) Directive already subject to and captive
(CSDDD) subject to NFRD insurance entities)

NFRD
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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 EU Commission in the form of draft European Sustainability
Reporting Standards (ESRS)



The Key Features of the
Corporate Sustainability
Reporting Directive
(CSRD)
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CSRD: SCOPE AND TIMELINE

Large undertakings that exceed 2/3 of the following
criteria in two consecutive years:

* > 250 employees
¢ Total Assets > EUR 25M Companies "in Listed SMEs

scope of NFRD”
* Net turnover: > EUR 50M
All listed companies (except micro-enterprises)
+ Listed SMEs
+ Small Non-Complex Fl 7

+ Captive insurance /reinsurance

Other large Non-EU

More than 45,000 companies across Europe will companies companies

publish a Sustainability Report
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Mandating the use of European Sustainability Reporting Standards (ESRS) developed by EFRAG and adopted by
the EC via delegated acts - comprehensive coverage of sustainability matters: E,S & G

A key concept: double materiality (impacts and financial risks/opportunities)

Location and timing of reporting: in the management report, i.e., at the same time as financial statements

Mandatory limited assurance to start with, moving to reasonable assurance by the end of the decade

Machine-readable ESRS: Digital tagging using European Single Electronic Format (ESEF) (EFRAG has developed
draft XBRL taxonomy)



European Sustainability
Reporting Standards (ESRS)
- SECTOR AGNOSTIC
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ESRS TIMELINE

EC Delegated Act adopted
EC draft Delegated clegdied Ad adopie

EFRAG published ESRS Draft ESRS Act Public feedback L4
Exposure Drafts (EDs) released to EC . :

2021 —
1R 20 Nov 2022 Jul 2023 Dec 2023

Apr 2022

¢
Publication in the EU
Official Journal

ESRS EDs exposed for
comments
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THE FIRST SET OF SECTOR AGNOSTIC ESRS DEFRAC

ESRS 1 General requirements ESRS 2 General disclosures

TOPICAL STANDARDS

Environment
ESRS E1 ESRS E2 ESRS E3 ESRS E4 ESRS E5
Climate change Pollution Water and marine  Biodiversity and Resource use &
resources ecosystems circular economy
Social
ESRS S1 ESRS $52 ESRS 53 ESRS 54
Own workforce Workers in the Affected Consumers and

value chain communities end-users
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ESRS 1 GENERAL REQUIREMENTS: “how to report” under ESRS

Categories of ESRS Standards, reporting areas and drafting conventions
Qualitative characteristics of information

DOUBLE MATERIALITY as the basis for sustainability disclosures

ESRS 1

Preparation and presentation of sustainability information

n Structure of sustainability statements

n Linkages with other parts of sustainability statements

Transitional provisions

12
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DOUBLE MATERIALITY

IMPACT MATERIALITY: IMPACTS

* A sustainability matter is material from an impact perspective when it
pertains to the company’s material actual or potential, positive or negative
IMPACTS on people or the environment over the short, medium- and long-
term.

* A material sustainability matter from an impact perspective includes
impacts connected with the company’s own operations and value chain,
including through its products and services, as well as through its business
relationships. EFRAG IG 1

FINANCIAL MATERIALITY: RISKS & OPPORTUNITIES Materiality
Assessment

* A sustainability matter is material from a financial perspective if it generat
es RISKS or OPPORTUNITIES
that affect (or could reasonably be expected to affect) the company’s fina
ncialposition and financial performance.
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ESRS 2 GENERAL DISCLOSURES - ‘what to report’

* 4-pillar approach aligned with international sustainability reporting frameworks

Strategy Policies Actions Targets
MDR-P MDR-A MDR-T
* 3
IRO™ management Minimum disclosure requirement
for each material matter * Metrics
. * |f the undertaking has not defined policies, actions or targets, it MDR'M
Metrics and Targets may disclose ths

* Impacts, Risks and Opportunities
14



TOPICAL STANDARDS

ESRS 1 General requirements

(M EFRAG

ESRS 2 General disclosures

TOPICAL STANDARDS

Environment
ESRS E1 ESRS E? ESRS E3 ESRS E4 ESRS Eb5
Climate change Pollution Water and marine Biodiversity and Resource use &
resources ecosystems circular economy
Social
ESRS S1 ESRS S2 ESRS S4 ESRS 53
Own workforce Workers in the Consumers and Affected
value chain end-users communities

Governance

4 March 2024- Meeting - efrag.org
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TOPICAL STANDARDS: ENVIRONMENT

E5: Circular
economy

E4: Biodiversity
and ecosystems

E3: Water and
marine resources

E1l: Climate
change

E2: Pollution

Climate
change
adaptation
Climate
change
mitigation
Energy

Pollution of air
Pollution of water
Pollution of sail
Pollution of living
organisms and
food resources
Substances of
concern
Substances of very
high concern
Microplastics

- Water
- Marine

resources

Water
consumption
Water
withdrawals
Water
discharges
Water
discharges in
the oceans
Extraction and
use of marine
resources

Direct
impact
drivers of
biodiversity
loss

Climate Change
Land-use
change, fresh
water-use
change and
sea-use change
Direct
exploitation
Invasive alien
species
Pollution
Others

Impacts
on the
state of
species

Impacts on
the extent
and
condition
of
ecosystems

Examples:

Species
population
size
Species
global
extinction
risk

Impacts and
dependencies
on ecosystem

services

Examples:
- lLand

degradation
- Desertification

- Soil sealing

Resources
inflows,
including
resource use
Resource
outflows
related to
products and
services
Waste




TOPICAL STANDARDS: SOCIAL

S1: Own Workforce

Working
Conditions

- Secure
employment

- Working time
- Adequate wages
- Social dialogue

- Freedom of
association, the
existence of
work councils &
information,
consultation,
participation

rights of workerg

- Collective
bargaining

- Work-life
balance

- Health and

Equal treatment
and opportunities
for all

- Gender equality
and equal pay
for work of
equal value

- Training and
skills
development

- Employment
and inclusion of
persons with
disabilities

- Measures
against violence
and harassment
in the
workplace

- Diversity

Other work-
related rights

- Social Dialogue
- Child labour

- Forced labour
- Privacy

- Adequate
housing

S2: Workers in the
value chain

Working
Conditions

- Secure
employment

- Working time

- Adequate
wages

- Social dialogue

- Freedom of
association,
including the
existence of
work councils

- Collective
bargaining

- Work-life
balance

- Health and
safety

Equal treatment
and opportunities
for all

- Gender
equality and
equal pay for
work of equal
value

- Training and
skills
development

- Employment
and inclusion
of persons with
disabilities

- Measures
against
violence and
harassment in
the workplace

- Diversity

Other work-
related rights

- Child labour
- Forced labour

- Adequate
housing

- Water and
sanitation

- Privacy

S3: Affected

communities

Economic, social
and cultural
rights

- Adequate
housing

- Adequate food
- Water &
sanitation

- Land-related
impacts

- Security-
related
impacts

Civil and political
rights

- Freedom of
Expression

- Freedom of
Assembly

- Impacts on
Human Rights
Defenders

Rights of
indigenous
peoples

- Free, prior and
informed
consent

- Self-
determination

- Cultural rights

(M EFRAG

S4: Consumers/ end-

users

Information-
related impacts
for
consumers/end
-users

- Privacy

- Freedom of
Expression

- Access to

(quality)
information

Personal safety
of
consumers/end
-users

- Health &
Safety

- Security of
person

- Protection of
children

Social Inclusion
of
consumers/end
-users

- Non-
Discrimination

- Access to
products and
services

- Responsible
marketing
practices
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TOPICAL STANDARDS: GOVERNANCE

Governance

G1: Business conduct

Corporate culture

Protection of whistle-blowers

Animal welfare

Political engagement and lobbying activities
Management of relationships with suppliers
including payment practices

- Corruption and bribery

- Prevention and detection
including training
- Incidents




EFRAG WORKS WITH OTHER STANDARD-SETTERS TO SUPPORT O FTRA®

INTEROPERABILITY

* lllustration of the correspondence of detailed
requirements in ESRS that correspond to other
standards, with clarification of differences in

terminology and substance IFRS®

* To avoid double reporting
* Leveraging on the high-level of interoperability in @ EFRAG
the standards.

T N Taskforce on Nature-related
F D Financial Disclosures
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ESRS INITIAL OBSERVED PRACTICES FROM SELECTED COMPANIES

* lllustrates preliminary practices and challenges of
implementing the ESRS for the 2024 reporting year

* Builds on surveys and interviews with 28 selected
large European companies across industries
(banking, textile, road transport, etc.).

IMPLEMENTATION OF ESRS:

Initial Observed Practices
from Selected Companies

20
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REPORT: ESRS Initial Observed Practices from Selected Companies

Select Findings

Double * Most companies recognise the value of the Double Materiality Assessment as a strategic
Materiality exercise not only for reporting purposes but also for setting ESG managerial priorities:
Assessment not just compliance exercise but actively shaping company’s strategic direction

* Companies understand the importance of the input from internal experts and stakeholders
and aim to engage with them in a structured manner

* Shift from previously more qualitative or judgement-based assessments to data-driven
approach

Data Integration * Most companies started with a datapoint gap analysis assessing the gaps between pre-
existing reporting practices and ESRS requirements
* Challenge: alignment of the Double Materiality analysis outcomes with reporting
requirements

21
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REPORT: ESRS Initial Observed Practices from Selected Companies cont.

Select Findings

Value Chain * Value chain analysis is one of the least mature areas, companies using preliminary
mapping
* Challenge: to find appropriate level of granularity and segmentation
* Focus mainly on downstream value chain and on direct business relationships

ESG Reporting * Different organisational approaches to ESG reporting: e.g. centralising responsibility
Organisational within a single department versus co-leadership model involving multiple departments
Approaches * Cross-department collaboration is emphasized as “essential” for effective ESG reporting
* Strong focus on implementing robust data quality controls to enhance ESG data reliability
and accuracy: IT transformation is identified as a “critical need” to support ESG reporting

22



Current activities
and developments ahead
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EFRAG NON-AUTORITATIVE IMPLEMENTATION GUIDANCE

EFRAG is developing non-authoritative Implementation Guidance (IG) on various ESRS-related topics.

The IGs are made public on EFRAG’s website.

EFRAG IG 3

List of ESRS
datapoints

IMPLEME i EE |MpLEMENTATf’N GUIDANCE
P i

EFRAG IG 1 ' EFRAG | 'é‘_‘:l._
Materiality - ValuecM-
Assessment T /

() EFRAG ) EFRAG
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EFRAG ESRS Q&A Platform

Number of questions received until 24/09/24

Number of Questions received

Questions related to: .
since October2023

Cross-cutting

to support the implementation of European

Sustainability Reporting Standards (ESRS) Environmental

Social
Governance
XBRL

VSME

LSME
Sectors
Other

EFRAG

sustainability reporting
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Standards for small and medium-sized enterprises (SMEs)

* LSME: part of CSRD mandate, effective from Jan
2026. Expected to support LSMEs in accessing
sustainable finance

T EFRAG

EXPOSURE DRAFT EXPOSURE DRAFT

. . ESRS FOR LISTED SMALL- AND VOLUNTARY ESRS FOR NON-
* VSME: outside the CSRD mandate. Slmple MEDIUM-SIZED ENTERPRISES LISTED SMALL- AND MEDIUM-
reporting tool to assist SMEs in responding to B Sllzler EL sl 2
i H : JANUARY 2024 (VSME ESRS)
multiple ESG requests and questionnaires from
JANUARY 2024
bUSiness Counferpqrfs OPEN FOR COMMENTS UNTIL 21 MAY 2024

OPEN FOR COMMENTS UNTIL 21 MAY 2024

* Public consultation between Jan-May 2024.
Delivery to EC scheduled for Dec 2024

The Corporate Sustainability Reporting Directive 26
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Development of Sector-specific standards and Non-EU Standards =

SECTOR-SPECIFIC STANDARDS under development

* Mining, quarrying and coal
* Oil and gas
Textile

Road transport
Financial sector (banking, capital markets & insurance)

mmm (ON-EU STANDARDS

* Non-EU companies which have significant activity in the EU (CSRD sets specific criteria)
are required to provide sustainability information from 2028

27
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Become a Friend of EFRAG

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

Advantages:

« Visibility on website F r i en d 0O F

* Private meetings with the EFRAG high-level representatives

* Mention in Annual report E F R Q G
* Reserved seats at physical events

* Access to documents prior to publication sustainability reporting

* A possible panelist position in EFRAG’s events

* 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.

28
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suskainability reporting

Follow us \
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35 Square de Mee(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 !
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