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(C) What to improve

(1) The report should better explain the coherence with related initiatives, such as the
sustainable finance disclosure Directive and the taxonomy Regulation. It should clarify
how it would ensure coherence with linked initiatives with a different timing, such as the
green claims initiative.

(2) The problem definition should better clarify where it follows the findings of the draft
fitness check and where it builds on additional evidence. It should better justify the need
for standardisation of non-financial reporting. It should better clarify to what extent
reporting standards require complementary methodologies to measure impacts or
materiality. The report should better substantiate with evidence the evolution of non-
financial risks and users’ information needs, and better describe related drivers.

(3) The report should clarify what changes it intends to make to the NFRD and what will
be left to implementing legislation, in particular on standardisation. It should also
distinguish more clearly between the content of the revision of the NFRD and how the
European Financial Reporting Advisory Group could support the standard development
process. The report should better justify why it focusses only on some of the problems and
treats others in the annex. The report should describe in more detail how interest groups are
expected to hold companies accountable to environmental, social and governance
standards. The report should explain why it did not include a gradual approach to EU
standards, starting with voluntary use and then, after review, possible mandatory use.

(4) The report should better justify the scores given in the comparison of options. The
effectiveness scores should better reflect the size of the change in scope of each option.
The report should better explain the efficiency concept and justify the scores. It should
clarify why it considers that there are no net costs for any stakeholder group for any of the
options.

(5) The report should better elaborate the benefits for listed SMEs to be subject to the
same information requirements as other listed companies. It should also clarify that non-
listed SMEs can access other types of trading platforms that are not subject to NFRD
reporting (such as SME growth markets).

(6) The report should be more explicit about overall costs and benefits of the preferred
option. It should take into account also the options discussed in annex, to show the full
expected impact of the preferred option.

The Board notes the estimated costs and benefits of the preferred option in this initiative,
as summarised in the attached quantification tables.

Some more technical comments have been sent directly to the author DG.




(D) Conclusion
The DG may proceed with the initiative.

The DG must revise the report in accordance with the Board’s findings before
launching the interservice consultation.

If there are any changes in the choice or design of the preferred option in the final
version of the report, the DG may need to further adjust the attached quantification
tables to reflect this.
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Requiring disclosure in
management report

. better searchability/accessibility to and
comparability of reported information needed by users
. greater coherence with the financial reporting
legal framewaork;

. improvement of availability of relevant
information linked to other financial information;

. more comparable information, given it will be

easier to find (i.e. always in the management report}),
and it will be available at the same time by all
companies reporting according to the NFRD.;

. costs savings for users from looking for non-
financial information;

Stakeholders who benefit:

. investaors
. civil society arganisations
and trade unions

. policy makers
. national supervisors
. reporting companies (in

their capacity of users of
information: from suppliers, clients
and investee companies}

Strengthening of supervision | ensure all companies under the scope of the
regime of non-listed NFRD are reporting appropriately;
companies . increase trust in reported infarmation;

. improve quality of reporting;
Tasking ESMA with . ensure supervisory convergence, ensuring
issuance of guidelines consistent information across the single market;

. costs savings for supervisors due to clarity

about how to supervise non-financial reporting

Tasking ESMA with
issuance of report on
supervisory
challenges

. better overview of supervisory challenges
. ensure continugus improvement in
supervision and application of the reporting standards;

Stakeholders who benefit:

. investors

. civil society arganisations
and trade unions

. paolicy makers
. national supervisors
. national authorities (e.g.

environmental agencies and
national environmental accounts)

. third party data providers
and sustainability rating agencies O
reporting companies (in their
capacity of users of infarmation:
from suppliers, clients and investee
companies)

Clarification in law of double
materiality concept

O clarity that reported infermation is relevant from
either of both of the materiality perspectives

Stakeholders who benefit:

. investors

. civil saciety organisations
and trade unions

. palicy makers

. national supervisors

. national authorities {e.g.

environmental agencies and
national envircnmental accounts)

. third party data providers
and sustainability rating agencies O
reporting companies (in their
capacity of users of infarmation:
from suppliers, clients and investee
companies)

O clarity about what information is required to be
reported, costs savings for prepares

Stakeholders who benefit:
O reporting companies (preparers}







. more awareness and a better management of
sustainability-related risks would result in mare
resilient companies, ;

. first-mover advantage for EU companies, in
light of international developments;

. The public availability of comparable
information would translate into a competitive
advantage for more sustainable companies (will be
more easily identifiable};

Stakeholders who benefit:

O reporting companies (preparers}

Requiring limited assurance
on reparted information

. line of defence that facilitates supervision;
. costs savings for supervisor;
. greater coherence with assurance provided for

the rest of information included the management
report;

Stakeholders who benefit:

. investors
. civil saciety organisations
and trade unions

. policy makers
. national supervisors
. national authorities (e.g.

environmental agencies and
national environmental accounts} O
third party data providers and
sustainability rating agencies O
reporting companies (in their
capacity of users of infarmation:
from suppliers, clients and investee
companies)

0 more rigorous reporting processes, that allow
companies better comply with the NFRD provisions
and identify risks to their business;

Stakeholders who benefit:

O reporting companies (preparers}

Requiring disclosure in
management report

. greater trust in information reported, as it is
part of annual financial report;

. raise the profile of non-financial information,
internally and externally;

Stakeholders who benefit:

. investors

. civil society organisations
. policy makers

. national supervisors

. reporting companies (in

their capacity of users of
information: from suppliers, clients
and investee companies}
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