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EFAA for SMEs welcomes the EC proposal Corporate Sustainability Reporting Directive (CSRD)

Representing the voice of SMPs in Europe, EFAAfor SMEs has been leading the debate on NFR for SMEs culminating
inour responding to the EC consultationand the accompanying position statementin June 2020. EFAAfor SMEs
welcomes the proposed CSRD as it closely alignswith our position. Going forward, EFAA, in concert with its member
organizationsand inits capacity as an active and longstanding member of EFRAG, will do all it can to help EFRAG
develop sustainability reportingstandards tailoredto the needs and capacities of SMEs. And EFAA will help prepare
Small-and Medium-sized Practices (SMPs)for the vital role of helping advise SME clients on sustainable practices
and preparingtheir sustainability reports just like they do their financial reports.

Therefore, EFAAfor SMEs congratulates the European Commission (EC) for proposing the Corporate Sustainability
Reporting Directive (CSRD). As the press release and Q&A explain the proposal is part of a raft of measures
announcedto supportthe EU Green Deal and to steer finance towardsmore sustainable activities. The proposal
demonstrates thatthe EU is wholly committed to achieving a sustainable economy and recognizes that sustainability
reportingisinstrumental to realizing this goal. And globally the CSRD places Europe at the forefront of the
sustainability reporting agenda.

Furthermore, EFAAfor SMEs recognizes that SMEs are increasingly facingrequests for sustainability information —
often fromthose thatlend them money and large companies that buy their products and services —and anticipates
that collecting and sharing sustainability information will become common business practice for companies
irrespective of size. Accordingly, we welcome the proposal to develop separate, proportionate standards for SMEs.
SMEs listed on regulated markets will be able to use these simpler standards to meet their legal reporting
obligations, while non-listed SMEs could choose to use them on a voluntary basis. The CSRD promises that these
standards will be carefullyadapted to the capacity of SMEs, making it easier for SMEs to reportinformation to their
stakeholders. In so doing these standardscan help SMEs playa full rolein the transition to a sustainable economy.

In particular, we consider that:

e The CSRD will extend sustainability reporting requirements to all large and listed companies suchthat about
50.000 companies (compared to 11.000 today) willhave to report on sustainability. In so doingit greatly
elevates the importance and prevalence of non-financial reporting (NFR), sustainability reporting, affording it
comparable status to financial reporting. In Europe we can now lookforwardto companies sharing relevant and
reliable non-financial information. This information will drive sustainable decision-making and help ensure the
EU meets its commitments to be climate neutral (net zero) and the Sustainable Development Goals (SDGs).

e The CSRDisalso responsive to the needs and capacities of small-and medium-sized entities (SMEs) thatare the
mainstay of the EU economy and society. As the Q&A explains the proposal willnot putany new reporting
requirements on SMEs, except those SMEs with securities listed on regulated markets. In addition, to limit the
burden on listed SMEs, they will be allowed to reportaccording to standardsthat are simpler than the
standards that will apply forlarge companies, these requirements will take effect three years later than large
companies and listed micro-enterprises will be excluded from the requirement.

e The CSRD foresees the adoption of EU sustainability reporting standards to simplify the reportingprocess for
companies thatare currentlyunder pressure to use different standards and frameworks. The European
Financial Reporting Advisory Group (EFRAG), will be responsible for developing these draft standards that will
duly be adopted by the Commission.
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