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2. ESRS implementation prioritisation / phasing-in

	Preliminary comment
While we support the decision of EFRAG to reduce the number of Disclosure Requirements (DRs) compared to working papers made public ahead of the consultation, we would like to emphasize that the volume of the consultation documents remain too extensive and the set-up of the consultation highly complex. Besides the Cover Note and the extensive standards themselves, there are numerous appendices and basis for conclusions to be considered. In addition, the application guidance also needs to be considered when answering the questions on specific disclosure requirements. This has to be done within a shortened consultation period, which adds to the challenge and will likely hinder the quality of responses and even refrain some stakeholders from effectively responding to the consultation in its entirety and/or in sufficient depth.




Application provisions
In order to facilitate the first-time application of set 1, ESRS 1 includes two provisions:
Application Provision AP1 which exempts undertaking to reports comparatives for the first reporting period, and
Application Provision AP2 which proposes transitional measures for entity-specific disclosures which consists in allowing the undertaking to continue to use, for 2 years, disclosures it has consistently used in the past, providing certain conditions are met, as described in paragraph 154.

Q51: to what extent do you support the implementation of Application Provision AP1?
1/ Not at all 2/ To a limited extent with strong reservations, 3/ To a large extent with some reservations 4/ Fully 5/ No opinion
Q52: to what extent do you support the implementation of Application Provision AP2?
1/ Not at all 2/ To a limited extent with strong reservations, 3/ To a large extent with some reservations 4/ Fully 5/ No opinion

	We fully agree with AP2, but it is essential for this not to apply for SFDR-relevant data. This data needs to be disclosed from the beginning.




Q53: what other application provision facilitating first-time application would you suggest being considered?
Please explain why

	The high volume of disclosures to be made is particularly challenging for companies reporting on their value chain for which the data will not be available in time for first application. Safeguards should apply and/ or reporting on the full value chain may not be possible in the first years. In that perspective, we welcome the introduction in the final CSRD of a provision allowing companies to use estimates if the data is not available for the first three years. 
Safeguards should also apply for forward-looking information, but without exempting companies from providing such information. Forward-looking information is particularly important from a user perspective, especially for transition pathways and how investees intend to deal with outside-in and inside-out impacts.
In addition to include provisions to facilitate first-time application, it is crucial to reassess the proposed set of sector-agnostic standards. While we support the decision of EFRAG to reduce the number of Disclosure Requirements (DRs) compared to the working papers made public ahead of the consultation, the number of disclosure requirements in the Exposure Drafts remains too high. and some of the disclosure requirements do not seem to be suitable for sector-agnostic application. For example, ESRS E2-E5 are unlikely material in their entirety for financial undertakings. It should be addressed via sector-specific standards how they would apply to financial companies based on their specific business model (e.g. with view to investment policies, etc.) (cf. answer to Q25). Therefore, we propose to reassess if the ESRS currently foreseen as sector-agnostic standards are truly relevant for all sectors and if not, the ESRS concerned should be rededicated to sector-specific standards. As per the CSRD, only truly sector-agnostic requirements should be included in the first set of ESRS, which is supposed to be of sector-agnostic nature. Moreover, companies should be given the possibility to transparently report on their actions toward full application while not being able to cover the groupwide scope incl. value chain in the first reporting period. Gaps should be transparently communicated.
In addition, while preparing the sustainability information, undertakings should prioritise disclosures needed by investors to meet their own regulatory requirements, and in particular SFDR-relevant data. This is critical because it not only enables investors to meet their own regulatory requirements but also allow them to steer their investments towards sustainable projects and thus accelerate the transition of the European economy and society towards a sustainable future.





ESRS implementation prioritisation / phasing-in options
Set 1 proposes a comprehensive set of standards aimed at achieving the objectives of the CSRD proposal, with the exception of the standards to be included in Set 2.
Acknowledging the fact that the proposed vision of a comprehensive sustainability reporting might be challenging to implement in year one for the new preparers and potentially to some of the large preparers as well, EFRAG will consider using some prioritisation / phasing-in levers to smoothen out the implementation of the first set of standards.
The following questions aim at informing EFRAG’s and ultimately the European Commission’s decision as to what disclosure requirements should be considered for phasing-in, based on implementation feasibility / challenges and potentially other criteria, and over what period of time their implementation should be phased-in.


Q54: for which one of the current ESRS disclosure requirements (see Appendix I) do you think implementation feasibility will prove challenging? and why?
Given the critical importance of implementation prioritisation / phasing-in, please justify and illustrate your response

	We agree that the standards should cover the three aspects of ESG reporting and commend EFRAG on the very significant achievement of developing a full set of draft standards. However, we estimate that there are over 600 reporting elements within the standards under consultation and in our view it is simply not possible for stakeholders to conduct the necessary assessments to provide comprehensive input on all of these in the time allowed or for EFRAG to deliver proposals, of suitable quality, on all of these by mid-November 2022, while at the same time ensuring it provides the necessary input to the ISSB process and integrates those standards, where appropriate, into its proposals. In addition, it would not be feasible for the 50,000 companies under the CSRD scope to implement all the reporting elements at the same time, given the need to develop IT systems, processes to gather and consolidate the data and fulfil limited assurance requirements upon first implementation. . A focus on quantity over quality would also put unsustainable pressure on EFRAG’s limited resources and governance processes. 
We therefore urge EFRAG to adopt a phased approach from September by first focusing their work on those reporting elements needed for compliance with existing EU rules[footnoteRef:2] and those that overlap with ISSB standards for the first set of standards to be delivered to the EC by 15th November 2022. This will include key climate related elements but also a (feasible) number of other environments, social and governance data points. The CSRD requirement to cover all sustainability topics mentioned therein can be achieved at this stage by, for example, limiting requirements in the first phase to high level qualitative disclosures. After meeting this challenging mid-November deadline, EFRAG should agree a multi-year plan to extend the first set as relevant and to develop the remaining standards to meet the full intended scope of the CSRD, including cross-sector elements, sector specific elements, simplified (SME) standards, and standards for non-EU companies.  [2: Notably the SFDR, the EU Taxonomy Regulation as well Solvency II Pillar 3 disclosure requirements for insurance undertakings.] 

Such a phased approach would also enable companies to progressively develop expertise and produce robust sustainability information. Sustainability reporting should not become a pure compliance exercise and should primarily reflect a true change in mindsets and business models towards a sustainable future.
Disclosure requirements resulting from the Disclosure Requirements (ie. including sub-paragraphs and the application guidance) are too detailed (eg. going beyond own operations for essentially all Disclosure Requirements) and granular (eg. regarding the unit of analysis). For the first set of ESRS, implementation will prove challenging both in terms of feasibility for preparers (regarding data collection, own quality assurance and audit procedures), but also with view of the limited timeframe for EFRAG to finalise the first set of high quality ESRS respecting the appropriate due process. As the definition of value chain is unclear (eg. for insurers), particular safeguards need to apply and/or full value chain reporting may not be possible during the first years. In that perspective, we however welcome the introduction in the final CSRD of a provision allowing companies to use estimates if the data is not available for the first three years.




Q55: over what period of time would you think the implementation of such “challenging” disclosure requirements should be phased-in? and why?
Given the critical importance of implementation prioritisation / phasing-in, please justify and illustrate your response

	The implementation of additional disclosure requirements which are currently not needed by financial market participants should be operated in line with the development of the EU Taxonomy (eg. its extension to social objectives) and the SFDR, and based on the experience gained from the implementation and application of the first set of disclosure requirements. 
In addition, it is essential that EFRAG phases in its work in alignment with the ISSB timeline to ensure there is a global baseline available. Based on this, EFRAG can decide what needs to be enhanced/changed (to address the SFDR, double materiality, etc.).




Q56: beyond feasibility of implementation, what other criteria for implementation prioritisation / phasing-in would recommend being considered? And why?
Given the critical importance of implementation prioritisation / phasing-in, please justify and illustrate your response

	When considering the feasibility of implementation, many criteria should be considered: maturity of methodologies according to ESG topics, accessibility and usability of data but also development of adequate IT systems that will enable the collection and processing of data, training of teams and networks so that they could gain knowledge on ESG issues and on ESG reporting.
Some disclosure requirements might be challenging but still have to be implemented as the information is needed by financial market participants under the SFDR. The focus should be on the actual needs of market participants, achievable quality of the information, alignment with the SFDR (as foreseen by the CSRD), the adequate coverage of climate, and own operations. 
With over 750 reporting elements within the standards under consultation, it is simply not possible for stakeholders to provide comprehensive input on all of these in the time allowed, or for EFRAG to deliver proposals of suitable quality on all of these by mid-November 2022, while at the same time ensuring it provides the necessary input to the ISSB process and integrates those standards, where appropriate, into its proposals. In addition, it would not be feasible for the 50,000 companies under the CSRD scope to implement all the reporting elements at the same time, given the need to develop IT systems, processes to gather and consolidate the data and fulfil limited assurance requirements upon first implementation. A focus on quantity over quality would also put unsustainable pressure on EFRAG’s limited resources and governance processes.
This is why we recommend a phased approach from September, with a first phase focusing exclusively on reporting elements needed for compliance with existing mandatory reporting (eg. SFDR, Taxonomy) and on those requirements which overlap with the ISSB standards for the first set of standards to be delivered to the EU COM by 15th November 2022. This will include key climate-related elements, but also a (feasible) number of other environmental, social and governance data points. The CSRD requirement to cover all sustainability topics mentioned therein can be achieved at this stage by, for example, limiting requirements in the first phase to high level qualitative disclosures. After meeting this challenging mid-November deadline, EFRAG should agree on a multi-year plan to extend the first set as relevant, and to develop the remaining standards to meet the full intended scope of the CSRD, including cross-sector elements, sector specific elements, simplified (SME) standards, and standards for non-EU companies





[bookmark: Survey_section_3A_-_Cross_cutting_DRs_fi]Q57: please share any other comments you might have regarding ESRS implementation prioritisation / phasing-in

	A phased approach is necessary given the volume and technical challenges around some of the reporting requirements. The proposed ESRS requirements appear to be very extensive with 137 mandatory disclosures for sector-agnostic standards alone, as per Appendix I of the cover note, within which there are over 600 data points to disclose. The success of the implementation of the standards is under threat if such a high volume of disclosures is to be made from the first reporting. This will be particularly challenging for the high number of companies who will disclose sustainability information for the first time.
In that perspective, we appreciate the inclusion of appendix III listing the SFDR Principle Adverse Impacts Indicators in the ESRS. The first set of standards should focus on allowing financial market participants to comply with existing EU rules, in particular the SFDR, the EU Taxonomy Regulation as well as Solvency II Pillar 3 disclosure requirements for insurance undertakings. Once such work on what is already needed by market participants is finalised, focus can shift to the additional requirements brought in by the CSRD. 
Furthermore, we would like to underline that such phasing-in approach could be operated not only in the disclosure requirements (DRs) but also in the multiple datapoints within each DR to ensure a proportionate volume of data to be produced in the first reporting. (eg. the principle of disaggregation could be phased-in, also country splits do not necessarily have to be reported from the beginning). Indeed, where we indicate that prioritization during the first year is needed in the below questionnaires, EFRAG should not interpret this as supporting prioritisation of the entire DRs. Rather, in many cases, it would be sufficient to prioritise individual data points, especially the ones needed by the financial sector to comply with the SFDR.
Regarding Application Guidance, many of them contain recommendations marked as optional. These do not have to be included in the first set of ESRS, as they are not "high priority". In addition, there are various inconsistencies between the disclosure requirements and the respective Application Guidance (or, partly, within the disclosure requirements) or across ESRS that will require further alignment before finalisation. This needs to be prioritised.
Also, more generally, as EFRAG very often bundles multiple disclosure requirements in terms of data points in the same DR, a template as regards what would be expected per DR would be very helpful for preparers. Otherwise, each preparer would be required to combine all sub-paragraphs of a DR with the relevant AG, and potentially considering the BC as well, to build a target picture per DR on his own, which is inefficient and will likely result in inconsistent application. Nevertheless, such template should not be used to further extend disclosure requirements.
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