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The EC has launched two public consultations simultaneously: one on the revised ESRS and another on the voluntary
standard. The objectives of these changes are to require sustainable information in line with simpler, streamlined
standards and to reduce the burden on businesses and lower costs while preserving core policy objectives. EFAA
representatives have been involved in all processes and changes to the European sustainability framework from the
beginning, as members of the EFRAG SRB, and also at the very beginning in the PTF. Therefore, EFAA welcomes
efforts to make sustainability reporting easier for all undertakings, especially for SMEs and their SMP trusted advisors
in corporate reporting.

All these changes done in the ESRS are desirable: reducing the number of datapoints, prioritising quantitative
datapoints over narrative text, further distinguishing between mandatory and voluntary datapoints, providing clear
instructions on how to apply the materiality principle, improving consistency with other Union legislation, and taking
account of interoperability with global sustainability reporting standards. However, the ESRS are developed with an
embedded European idiosyncrasy, and there are specific features that cannot be softened. Hence, interoperability
supposes an effort from both sides. Against this background, and particularly with SMEs and SMPs in mind, we
believe it is legitimate to ask why interoperability should not also be pursued for the VSME standard. Value chains
are global, including for SMEs, and ensuring that the VSME can be used in an interoperable way would, in our view,
be highly valuable at the global level. As we have noted, efforts should be made in both directions, and we believe
there remains meaningful scope for further progress in this regard.

Some changes in the revised ESRS require gradual implementation. For example, fair presentation is a financial
reporting principle, and its application to sustainability information requires a clear materiality assessment, which
has also been modified. Also, the reporting of anticipated financial effects requires clear application and thus needs
time, clear methodologies and training.

We continue to believe that the concept of “non-employees” remains ambiguous and overly broad, leaving too
much room for interpretation. This does not help the work of self-employed professionals, SMEs or even SMPs. To
facilitate its application without ambiguity, we request that the definition of “non-employees” to be reported by in-
scope companies be further narrowed to avoid differing interpretations that do not support smaller entities.

Regardless of the simplification, EFAA supports the further development of additional initiatives to guide the
application of ESRS, such as templates, implementation guidance, examples, reports prepared in accordance with
ESRS, and quick answers published on the Q&A platform. The EFRAG Knowledge Hub is very welcome to EFAA, and it
is a good tool for providing these initiatives. Also, EFAA would appreciate the dissemination of the “protected
undertaking”, the value chain cap, and the possibility of an obliged undertaking to justify the non-availability of
sustainability information outside the voluntary standard. This culture in the obliged undertakings would advocate
for the voluntary sustainability reporting standard as the benchmark for voluntary reporting and facilitate its
implementation and market-wide acceptance.

EFAA, as the voice of European SMPs, those who are advising SMEs in the financial aspects and in the sustainability
ones, and the closest and most confident advisers, is ready to share and contribute its expertise to support the
successful development of all the initiatives that involve SMPs and SMEs, as the main voice of the small- and
medium-sized practices in Europe, and is doing an important labour disseminating all the changes in the European
regulations, giving training to all our Professional Accountancy Organisations member, responding to all the feedback
opportunities to improve Europe for everyone as we also believe that sustainability corporate reporting is not a
burden, it is an opportunity to improve the undertaking’s management, but therefore, it has to be required properly.
EFAA considers it essential to safeguard the conditions necessary to ensure that sustainability reports may be
prepared and assured by a certified accountant registered with a public entity that regulates professional
accountants across national jurisdictions.
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EFAA also takes advantage of this feedback period to highlight the importance of voluntary information for achieving
sustainability in Europe, as voluntary reporting undertakings are now the majority, and within them, SMEs are the
main ones. Therefore, SMPs, themselves SMEs, are a key stakeholder in this framework, and their representation on
the EFRAG should be increased proportionally to their importance. At this point, we would like to reiterate that the
“Think Small First” principle is key. While it is true that these standards do not apply to SMEs, this is true only from a
legal perspective, not necessarily from an operational or market perspective, since the “rules of the market” differ. In
this regard, we would like to see the simplified standards include, in each of them, a specific section, guidance, or
clarification explaining which aspects of that standard are covered by the specific disclosures of the VSME when an
SME follows the VSME standard. This would provide certainty on both sides and would enable SMEs and their SMPs
to promote this new culture with greater rigour and judgement.

The European Federation of Accountants and Auditors for small and medium-sized enterprises (EFAA for SMEs) is an
umbrella organisation for national accountants and auditors’ organisations whose individual members provide
professional services primarily to SMEs within the European Union and Europe as a whole. EFAA for SMEs has 15
members throughout Europe representing over 400,000 accountants, auditors and tax advisors.
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