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Good afternoon to all.

We are going through interesting times! As a consequence, every organisation has a duty to consider
the evolution of the context in which its activities are developed and to adapt if and when necessary.
However, in doing so the organisation must be careful to take account of new circumstances without
compromising the foundations of its core role and mission statement.

As of today, it is fair to say that the structure, content, perimeter and pace of sustainability reporting
are going through a phase of questioning. This is true in the EU and globally. | attended a conference
last week and one of the keynote speakers even explained that what was a majority trend just a few
years ago, launched by the major global asset managers, had just become under the current
circumstances a minority trend which he called « vintage ». In his view, it was necessary to modify
fundamentally all regulations in that respect! No need to say that we do not share such an extreme
view and find it counterproductive, but | felt | should share with you this expression of a call to radically
shift priorities... Whether we like it or not it is a fact that we need to take on board!

In response to this interesting situation let me express a few personal views based upon too many
decades of experience in corporate reporting. Under one caveat: EFRAG is a technical adviser under
the mandate it has received, therefore it elaborates draft standards for the European Commission
which has the ultimate responsibility to adopt them as delegated acts, as a consequence we have no
remit in the political debate.

My first point is about sustainability reporting in general. Reacting to the current moment of
qguestioning | would like to say again very formally that | see the development of qualitative
sustainability-related data as a mega-trend. Sustainability reporting is here to stay if | may say so! The

journey towards the destination might be uneasy, there might be bumps on the road, but there is a
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crucial need for reliable and comparable data. The assessment of the situation pre-CSRD which
triggered the current framework remains very true: what was called the alphabet soup or fragmented
poor quality data landscape is not sustainable. There are too many risks associated to this situation,
related to poor decision-making and poor communication/green or ESG washing, for companies,
financial markets and stakeholders generally. By contrast quality sustainability-related data is and
remains a prerequisite for good governance, for sustainable value creation, for appropriate sustainable
finance flows, for proper business and stakeholder relationships, for public policy decisions... Ultimately
can we imagine medium- and long-term competitiveness if decisions are taken without a well-founded
view over the evolutions to overcome?

My second point is about the pace and content of the implementation of meaningful sustainability
reporting. At EFRAG while dedicated to reach the destination in the best of all conditions we are fully
conscious of the challenges preparers and users are confronted with. We listen carefully to the ongoing
debate and are obviously open to contribute to the adjustments that will be deemed necessary,
adjustments which we assume will not undermine our collective capacity to reach the ultimate goal. In
any journey having the right vehicle with the suitable amount of fuel, having the good maps and setting
the right speed are key. So, we stand ready to take stock of what our stakeholders and related
communities tell us and to adjust on the basis of experience. If we fully understand the concept of an
omnibus, we wish to highlight that every regulation is to be judged on the basis of its specific objectives
and potential merits. There is in reality a difference in terms of policy objectives between providing
reliable and decision useful data and establishing rules of conduct or classifying activities. We constantly
interact with our colleagues of the European Commission to establish the expected dialogue on those
critical evolutions. We know that our remit is technical and understand that there is a clear political
dimension to the debate, we only wish clarity as soon as possible, for us but also more importantly for
all stakeholders. Uncertainty is not good for business, markets and society!

My third point is related to what EFRAG and the European Commission have achieved in terms of
standards prepared to implement the Corporate Sustainability Reporting Directive. Chiara Del Prete will
cover this in detail later this afternoon. | would like to highlight the fact that what is elaborated by
EFRAG is the outcome of a thorough due process based upon a multi-stakeholder approach and upon
a consensus-based decision-making. In terms of substance the CSRD requires a comprehensive
approach to sustainability and for good reasons, since indeed it is tricky to prioritise one topic at the
expense of the others. Sustainability does interconnect different critical dimensions. As a clear example
one cannot address climate change without addressing the social consequences of mitigation and
adaptation plans. We believe the first set of ESRS just does that and constitutes a robust reporting basis

to implement the CSRD legal framework. It is key to mention at this point that interoperability with
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other standards is also a key achievement, which was planned from inception: a company reporting
under ESRS does comply with the ISSB baseline subject to considering a few points of attention, does
report also with reference to GRI and is covering the TNFD framework. No duplication of reporting! And
by the same token, as stated from the beginning, we contribute to the global momentum of
sustainability reporting in a meaningful way. We are committed to interoperability going forward to
dynamic interoperability.

My fourth point is about the « mid-cap » category that is recommended in the Draghi report. As a
standard-setter we had a difficult decision to make when confronted with a very large spectrum of
businesses in scope, from the largest multinationals to the 251 employees « small » large. No need to
elaborate further. We decided to consolidate the existing best practices and the emerging ISSB
disclosure requirements. We established a depth of information that was at par with these initiatives
to meet expectations and the overall goal. Obviously, the bar that we set is potentially high for the «
smaller » large. As a consequence, we have sympathy for the Draghi recommendation. A decision in
this regard is urgent since those undertakings are for the time being to report in accordance with the
already adopted standards. They need a clear direction of travel now. A simplified set of disclosures
might be a way forward and Efrag is just finalizing such a set, the one for listed SMEs and small
noncomplex financial institutions which could be a good basis to consider.

My fifth point is about the « larger » large companies which are due to report on fiscal year 2024 and
publish their sustainability statement in just a few weeks now. We understand that the lack of
transposition in a number of Member States is an issue, but we know that they have anticipated and
significantly invested to move from an NFRD to a CSRD environment and we suspect that most of them
are ready to report, even on a voluntary basis. For these companies we want to acknowledge that the
first implantations is the beginning of a journey and that as a consequence common sense and full
transparency on the level of progress achieved are key, both for them and for their auditors, together
with the use of reasonable estimates, transitional measures and reliefs. This is the true and full meaning
of a fair representation

Three additional observations for clarification if | may. The first one is about the number of datapoints.
With our Implementation Guidance document 3 we have been too honest... And the number of
datapoints, about 800, is considered too high on the face of it while we should have explained better
why it is so. Two thirds of the 80 disclosure requirements are of a narrative nature; creating
comparability for such disclosures is a challenge so we decided to structure them by indicating the
underlying elements to consider; most companies already provide these elements for each disclosure
requirement but stating it may scary. In addition, we wanted to create a single source of data in

accordance with other regulations such as SFDR, Pillar 3, Climate Law and Benchmark and this accounts
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for approximately 130 datapoints... | hope this brief explanation contributes to a better understanding
of what we tried to communicate. My second observation is about sector-specific standards. We are
expecting clarification about this critical part of the reporting architecture since we understand it is a
source of concern. Our goal is certainly not to overburden companies with additional disclosure
requirements. In fact, once a company’s double materiality assessment has identified the material
impacts, risks and opportunities, the company needs to prepare its disclosures by going first to the
sector-agnostic standards, then to the sector-specific standards and in the absence of such standards
or in addition to them by developing entity-specific information. The three layers of information are
communicating vessels. The perimeter of reporting is directly derived from the materiality assessment
and not by the existence of standards. In such a context we see sector-specific standards as bringing
clarity and comparability in due course, in fact under the current plan they would not apply for the first
sectors before 2027 or 2028, as a consequence we are of course open to the potential adjustments to
the timing, transitional statuses and depth of these standards, we are also open to learning from the
first implementers because we are sure they are taken the materiality assessment very seriously. Third
and last observation and not the least, we want to insist on the critical importance of digitalisation of
sustainability information. We delivered the digital taxonomy at the end of August, and we can only
wish that the system is in place as soon as possible. For me this is a major source of burden reduction,
we live in the 21st century after all!

My next point is about SMEs. In fact, we worked very hard to draft the voluntary standard designed
specifically for non-listed SMEs, the VSME standard. On the basis of the support, we received we believe
this is the data platform that SMEs, financial institutions and large corporates can work with. For us this
is a major burden reduction tool, helping SMEs to address their challenges both in terms of
management and relationships. As a consequence, we should continue progressing boldly together in
this crucial area. And we are calling for a rapid public endorsement of VSME.

My last point is about non-EU headquartered groups. They have to consider the first set of ESRS if they
have listed instruments on regulated markets and/or if they have European subsidiaries falling under
the scope of the CSRD. In addition, under article 40 of the CSRD non-EU headquartered groups will have
in due course to report at group level under a specific standard, basically on sustainability matters in
relation to their impacts, if they have more than 150M€ of EU activities. This idea behind this CSRD
provision is a level playing field for actors operating on the EU single market at a meaningful level.
EFRAG has developed a specific standard in accordance with article 40 and, subject to finalizing our
process in the Board on Thursday, we should be able to consult on an Exposure Draft as soon as
practicable. Exposure Drafts are designed to receive feed-back, by construct they are not the ultimate

technical advice, which is also informed by cost benefit analyses and field testing. Our Exposure Draft
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for this critical group of companies will envisage a primary approach embedding disclosures on the
material impacts of the group as a whole but also an option to exclude disclosures (with the exception
of climate) that have no relationship whatsoever with the group’s EU activities. The feed back we
receive on these two approaches, both from a conceptual perspective and from a practical perspective,
will be very important for us. Prepare yourself.

| cannot conclude without mentioning that today is Human Rights Day. Human Rights are of course a
foundational element of what we do addressing the key transitions in relation to people and planet.

Thank you for your attention.
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