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Good morning to all of you,

I will focus on how we help companies, starting from the small medium enterprises (SMEs). | will briefly
mention other standard setting deliverables and | cover our implementation support.

SMEs are targeted by an increasing number of uncoordinated data requests, reflecting the efforts to
transition to a more sustainable economy of their counterparts and lenders. As part of the EC SME
Relief package, we are pleased to announce that in the next two weeks, we will release the voluntary
reporting standard for non-listed SMEs.

With only 20 disclosures in total, this standard allows to report proportionally and meaningfully. We
have been pleased to see the level of engagement as well as the interest this standard is generating
outside Europe.

Now that it is finalized, our commitment continues and we are mobilizing for the next phase, which will
include a dedicated programme of education and capacity building.

This will stimulate the synergies between all interested parties. To create the incentives for its voluntary
application, it is necessary to enable online platforms where SMEs can populate their data, ideally with
the support of user-friendly VSME compliant tools and databases - so that SMEs do not have to depend
unduly on external skills. With a click, their VSME report would be available to current and potential
counterparts, opening new business opportunities.

In August we finalised the XBRL taxonomy, which completes the objectives of the directive and reduces
the costs related to access and intermediation of reported information. It supports digital
interoperability, which in turn reduces the burden of double reporting.

We completed the technical preparation of the standard for listed SMEs. This is a substantially

simplified version of ESRS, but still compatible with the fair presentation principle and able to meet the
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needs and data quality required by investors. While its scope of application is rather limited, this
standard is important given the impact of the so-called value chain cap.

The CSRD identifies sector disclosures as an integral part of the ESRS architecture. The questions
received in Q&A platform confirm that many of the current issues need sector guidance to be properly
addressed. Similarly, the efforts made in the materiality assessments would be significantly reduced if
as a starting point companies would have a list of issues identified by the standard setter as the most
relevant for that sector.

For afair presentation, sector information is essential. ESRS now do not have yet this layer of disclosure.
To comply, companies have to define their own entity-specific content and the shape or form of it, with
the associated complexity and lack of comparability.

This is precisely why preparing sector specifications and guidance is essential, in order to complement
ESRS Set 1.

This year we worked to complete the preparation of the content for the first two high impact sectors,
in addition to the sector classification. We also progressed in the research phase of some of the other
high impact and financial sectors.

The Q&A implementation platform opened a little bit more than one year ago.

Last week, we released 157 Explanations and we have addressed almost 70% of the 777 questions
received.

In May we released the first three implementation guidance documents. They cover the most
challenging areas of the implementation. IG 1 supports the double materiality analysis with FAQs and
practical illustrations. IG 2 demystifies the value chain disclosures - with a clear indication of:

- the 11 (out of 82 total) disclosure requirements that do cover value chain, and of

- how proxies are often a solution to avoid direct data collection.

IG 3 supports the preparation of gap analysis, but it has also been the source of unfortunate
misunderstandings.

As our report on emerging practices in the summer showed, preparers, consultants and auditors have
sometimes used the list of the approximately 800 “shall report” datapoints as a checklist, as if all of
them were to be reported on!

Of course they are not all to be reported!

More than one third of them are applicable only if the company has in place policies, actions, targets,
processes etc.. One would say that the corresponding information is already collected for managerial

reasons.
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Secondly, except for 20% of the total, the rest only have to be reported if the corresponding matter is
material. And even then, they are only disclosed if they are necessary to provide relevant information
on that material matter.

And allow me also to say that, when compared with the work of other standard setting bodies, the
number of datapoint if counted with the same methodology is indeed similar.

This misunderstanding, that ESRS requires to report 800 or even more datapoints, provides evidence
of the risks of over implementing the standards, if common sense is not applied.

To summarise about datapoints, the CSRD identifies ESRS as the tool to reduce the burden of having to
comply with several different reporting frameworks, given the increasing public expectation that
companies are to report according to a variety of such frameworks.

A closer look at the ESRS reveals that they are a consolidation exercise. ESRS have allowed to see clearly
the real amount of data that companies are already collecting, being them required by other European
regulations (SFDR, Benchmark, Pillar) — 16% of the total - or reported voluntarily (such under IFRS or
TCFD, GRI and SASB) — in fact more than 80% of our datapoints are in common with those reporting
frameworks.

Similarly, we have heard of high costs associated with the first double materiality assessment. This may
happen when ESRS implementation is a compliance only exercise. However, if the double materiality is
grounded on business, procurement and risk management processes already in place, it will benefit
from in-house knowledge and will focus on the real issues that are relevant.

Along the same lines, we have heard that the references in the standard to actions, targets and plans
have been interpreted as actually requiring to implement those actions, targets etc. This is again
another potential risk of excessive implementation.

ESRS set transparency requirements and not behavioural requirements.

Finally,  would mention our continuous activity on interoperability with other standard setters, to avoid
double reporting. This informs all our standard setting activities, from sectors to digital to
implementation.

Now, looking into the future, we collected several indications of where additional guidance is needed
and we are planning our work for the next months to be able to respond to as many as possible of these
requests, supporting in this way the collective effort to reduce implementation burden, while producing
meaningful information.

I would like to take this opportunity to thank everyone involved with our work: communities, the
Advisory Panels, the TEG and Board. Lastly, | want to thank my colleagues in the EFRAG Secretariat, in
support functions and our technical staff.

I am looking forward to the challenges and achievements that await us in 2025.
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