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INTRODUCTION
Background information on the Non-Financial Reportng Directive

The Non-Financial Reporting DirectivgéDirective 2014/95/EU, the “NFRD”) is an
amendment to thAccounting DirectivgDirective 2013/34/EU). It requires certain large
companies to include a non-financial statementaas qf their annual public reporting
obligations. Companies under the scope of the NR&Dto report according its provisions
for the first time in 2018 (for financial year 2017

The NFRD applies to large Public Interest Entitragh more than 500 employees. In
practice it includes large listed companies, anddabanks and insurance companies
(whether listed or not) — all providing they havemnthan 500 employees.

The NFRD identifies four sustainability issues (eomment, social and employee issues,
human rights, and bribery and corruption) and wéhpect to those issues it requires
companies to disclose information about their bessn model, policies (including

implemented due diligence processes), outcomdss aad risk management, and key
performance indicators (KPIs) relevant to the bessn It does not introduce or require the
use of a non-financial reporting standard or frawww nor does it impose detailed

disclosure requirements such as lists of indicgterssector.

The NFRD requires companies to disclose informationthe extent necessary for an
understanding of the development, performancetipasand impact of [the company’s]

activities.” This means companies should disclageonly how sustainability issues may
affect the company, but also how the company affeatiety and the environment. This
is the so-called double materiality perspective.

In 2017, as required by the Directive, the Commisgublishechon-binding guidelines
for companies on how to report non-financial infatran. In June 2019, as part of the
Sustainable Finance Action Plan, the Commissionlighid additionalguidelines on
reporting climate-related informatipmwhich integrate the recommendations of the Task
Force on Climate-related Financial Disclosures.

Current context

The non-financial information needs of users, irtipalar the investment community, are
increasing very substantially and very quickly. Tdemand for better information from
investee companies is driven partly by investoesiimeg to better understand financial risks
resulting from the sustainability crises we faced gartly by the growth in financial
products that actively seek to address environrhanthsocial problems. In addition, some
forthcoming EU legislation, including thegulation on sustainability disclosures in the
financial services sector (Regulation (EU) 20198)08and theregulation on a
classification system (taxonomy) of sustainablenecaic activities can only fully meet
their objectives if more and better non-financigiormation is available from investee
companies. The taxonomy regulation will require pamies under the scope of the NFRD
to disclose certain indicators of the proportiontleéir activities that are classified as

sustainable according to the taxonomy.
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The feedback received in the onlimagblic consultation on corporate reporting carrimat
in 2018 in the context of a Fitness Check that is currefuging finalised by the
Commission services, confirms that the non-findnairmation currently disclosed by
companies does not adequately meet the needs ahtdmded users. The following
problems have been identified:

(1) There is inadequate publicly available informatout how non-financial issues, and
sustainability issues in particular, impact companiand about how companies
themselves impact society and the environmentattiqular:

a. Reported non-financial information is not suffidigrcomparable or reliable.

b. Companies do not report all non-financial inforroatithat users think is
necessary, and many companies report informatiahusers do not think is
relevant.

c. Some companies from which investors and other usarg non-financial
information do not report such information.

d. Itis hard for investors and other users to find-financial information even
when it is reported.

(2) Companies incur unnecessary and avoidable costtedeto reporting non-financial
information. Companies face uncertainty and conmiplexhen deciding what non-
financial information to report, and how and wheygeport such information. In the
case of some financial sector companies, this cexitglmay also arise from different
disclosure requirements contained in differentggeaf EU legislation. Companies are
under pressure to respond to additional demandado+financial information from
sustainability rating agencies, data providers amil society, irrespective of the
information that they publish as a result of theRIIk

In its resolution on sustainable finance in May 20ttt European Parliament called for
the further development of reporting requirementghe framework of the NFRD. In
December 2019, iits conclusions on the Capital Markets Unitime Council stressed the
importance of reliable, comparable and relevanbrmftion on sustainability risks,
opportunities and impacts, and called on the Comionisto consider the development of
a European non-financial reporting standard. Intadd ESMA has recently published a
report on undue short-term pressure on corporatibiese it recommends the Commission
to amend the NFRD provisions.

In its Communication on theuropean Green Dedhe Commission committed to review

the Non-Financial Reporting Directive in 2020 ast jd the strategy to strengthen the
foundations for sustainable investment. Meetingthjectives of the European Green Deal
will require additional investments across all sextof the economy, the bulk of which

will need to come from the private sector. In thesise review of the NFRD is part of the
effort to scale up sustainable finance by improunagsparency.

The European Green Deal also stressed that sustaynahould be more broadly
embedded into the corporate governance framewsnkiaay companies still focus too



much on short-term financial performance compacettheir long-term development and
sustainability aspects. As part of the Sustainditence Action Plan, work is being
undertaken to prepare a possible action in this.are

In addition, to ensure appropriate management gfr@mmental risks and mitigation

opportunities, and reduce related transaction calses Commission will also support
businesses and other stakeholders in developimglat@dised natural capital accounting
practices within the EU and internationally.

The services of the European Commission have gddiarinception Impact Assessment
on the Review of the Non-Financial Reporting Dinget It summarises the problem
definition, possible policy options and likely imgta of this initiative.

Objectives of this public consultation and links wih other consultation activities

This public consultation aims to collect the viesistakeholders with regard to possible
revisions to the provisions of the NFRD. The proatifocus of this consultation is on the
possible options for such revisions.

This public consultation builds on a number of ree@®nsultation activities, including:

* An online public consultation on corporate reporim@018§ in the context of the
Fitness Check on the EU framework for public rejpgrtby companies. That
consultation enabled the Commission to gatheraladaviews on the problems that
need to be addressed with regard to non-finane@brting. Problem analysis is
therefore not a principal focus of the current edtagion strategy.

* An online targeted consultation on climate-relatggbréng in 2019 as part of the
development of the new guidelines for companiesaw to report climate- related
information. In addition, the Technical Expert Gpoon Sustainable Finance
organised acall for feedback on its recommendations with rég@ reporting
climate-related informatianThe results of these consultation activitieh@algh
specific to the issue of climate, are also usefaémvconsidering non- financial
reporting more generally.

This consultation is one element of a broader dtaison strategy in the context of the

review of the NFRD. In addition to this public caiftation, there will also be targeted

surveys addressed to SMEs, and to companies dyruerater the scope of the NFRD. The
targeted surveys will collect more detailed opisi@nd data from companies on certain
Issues, including costs related to non-financipbréng.

In addition, the services of the Commission wilbsdaunch a public consultation on a
Renewed Sustainable Finance Strategy, seeking thkelsolders’ views in other
Sustainable Finance related issues, including oumestelated to sustainable corporate
governance.



Consultation questions

1. QUALITY AND SCOPE OF NON -FINANCIAL INFORMATION TO BE DISCLOSED

The feedback received from the onlimgblic consultation on corporate reporticayried
out in 2018 suggests that there are some signifarblems regarding the non-financial
information currently disclosed by companies punsua Directive 2014/95/EU (“the
Non-Financial Reporting Directive” or NFRD). Likesa, ESMA’s 2018 Activity Report
gathers evidence that shows there is significamtnréor improvement in the disclosure
practices under the NFRD.

Question 1.: To what extent do you agree or disagieh the following statements about
possible problems with regard to non-financial répg?

1/2|3|4 5 Don’t
know

The lack of comparability of non-financial X
information reported by companies pursuant to the
NFRD is a significant problem.

The limited reliability of no-financial informatiol X
reported by companies pursuant to the NFRD is a
significant problem.

Companies reporting pursuant to the NFRD do not X
disclose all relevant non-financial information ded
by different user groups.

(1= mostly disagree, 2= mostly disagree, 3= patijalisagree and partially agree, 4=
mostly agree, 5= totally agree)

Article 19a of the Accounting Directive (which wastroduced into the Accounting
Directive by the NFRD) currently requires comparteslisclose information about four
non-financial matters, if deemed material by thdipalar company: (i) environment, (ii)
social and employee issues, (iii) human rights) @vibery and corruption. These
correspond to the “sustainability factors” defin@dArticle 2(24) of Regulation (UE)
2019/2088 on sustainability-related disclosurethefinancial services sector.

Question 2.: Do you consider that companies reppmpursuant to the NFRD should be
required to disclose information about other noraficial matters in addition to those
currently set-out in Article 19a? Please specify ifmore than three matters).

1. No. Si rinvia ai commenti alla fine della sezione.




For each of the four non-financial matters ideadfiin Article 19a of the Accounting
Directive, and subject to the company’s own mali¢yisassessment, companies are
required to disclose information about their bussemodel, policies (including
implemented due diligence processes), outcomdss asd risk management (including
risks linked to their business relationships), keglperformance indicators (KPIs) relevant
to the business.

Question 3.: Are there additional categories of-fisancial information related to a
company’s governance and management procedurdsdimg related metrics where
relevant, (for example, scenario analyses, targetse forward-looking information, or
how the company aims to contribute to society tghouts business activities) that
companies should disclose in order to enable usktkeir reports to understand the
development, performance, position and impacte@tbmpany? Please specify (no more
than three).

1. La misurabilita degli obiettivi e dei risultati

2. Analisi del business model e valutazione degli impatti che ha sugli stakeholders, sulla
societa e sullambiente

3. La definizione di MBO (Management By Objectives) per il top management misurabili
in base a KPI di sostenibilita

Investment in intangible assets currently represstre majority of investment carried out
by the private sector in advanced econoni€here is a long-standing debate about the
need for better reporting of intangible investmeémisompany reports, including in relation
to sustainability. Irrespective of the potential future changes taating standards, it is
likely to remain the case that a significant prajor of intangible assets will fail to meet
the definition of an asset or the criteria for rgaition as an intangible asset in the financial
statements. The Accounting Directive currently nsake explicit reference to intangible
assets in the Articles concerning the managemgurteother than the requirement to
report about activities in the field of researckd @evelopment in Article 19(2)(b).

Question 4.: In light of the importance of intadgiin the economy, do you consider that
companies should be required to disclose additinnatinancial information regarding
intangible assets or related factors (e.g. inteleqroperty, software, customer retention,
human capital, etc.)?

Yes No Don’'t know

! https://voxeu.org/article/productivity-and-secusaggnation-intangible-economy

2 The European Financial Reporting Advisory GroupRRBG) is currently carrying out a research procthis
topic. Seéhttp://www.efrag.org/Activities/1809040410591417HAG-research- project-on-better-information-on-
intangibles The United Kingdom'’s Financial Reporting Courisfued a consultation document about business
reporting of intangibles in 2019. Sk#ps://www.frc.org.uk/news/february-2019/constitiatinto-improvements-to-

the-reporting-of
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In addition to the provisions of the NFRD, seveotther EU legislative acts require
disclosures of sustainability-related information financial sector entities:

* TheRequlation on prudential requirements for creatitutionsrequires certain
banks to disclose ESG risks as of 28 June 2022.

* TheRegulation on sustainabilityelated disclosures in the financial services secto
requires financial market participants to discltyegr policies on the integration of
sustainability risks in their investment decisiomaking process and the adverse
impacts of investment decisions on sustainabifittdrs, as of 10 March 2021.

* TheRegulation establishing a framework to facilitatestainable investment (the
Sustainable Finance Taxono)ngreates new reporting obligations including for
companies subject to the NFRD, starting in Decer@bgd.

Question 5.: To what extent do you think that therent disclosure requirements of the
NFRD ensure that investee companies report thernv#tion that financial sector
companies will need to meet their new disclosugeirements?

Not at all To some extent To a reasonable To a very great | Don’t know
but not much | extent extent

In order to ensure that the financial sector esgittomply with the new disclosure
requirements, laid down in the different piecedegfislation, in the most effective and
efficient manner, there might be scope for betdecence between the different disclosure
requirements.

Question 6.: How do you find the interaction betweéferent pieces of legislation (You
can provide as many answers as you want)

It works There is an | There There is a need| It does not Don’t know
well overlap are gaps| to streamline work at all

Question 7.: In order to ensure better alignmenepbrting obligations of investees and
investors, should the legal provisions related ton-financial reporting define
environmental matters on the basis of the six dives set-out in the taxonomy regulation:
(1) climate change mitigation; (2) climate changa@ation; (3) sustainable use and
protection of water and marine resources; (4) tt@msto a circular economy (5) pollution
prevention and control; (6) protection and restorabf biodiversity and ecosystems?

Yes No Don’t know




Please provide any comments or explanations tdyjystur answers to questions 1 to 7.

Commenti generali:

Non si avverte la necessita di integrare i requirement della Direttiva, certamente la mancanza
delle informazioni, la carenza della comparabilita e I'attenzione a tutti gli stakeholder
sarebbero meglio disciplinate attraverso un’attivita di standard setting.

La Direttiva per sua natura € una normativa di rango molto alto e disciplinare con un tale
strumento aspetti molti tecnici irrigidirebbe il sistema.

E pertanto preferibile il ricorso ad un’attivita di standard setting in quanto piti modulabile nel
tempo e idonea a consentire un continuo e tempestivo aggiornamento.

Commenti alla domanda 2: in un’ottica principle based l'art 19a copre sufficientemente lo
scope delle materie fondamentali oggetto di informazioni non finanziarie. Ulteriori ambiti
informativi di maggior dettaglio tecnico € opportuno che siano disciplinati dagli standard.

Commenti alla domanda 3: non si avverte la necessita di prevedere ulteriori requirement
nella Direttiva. Piuttosto si ritiene preferibile che tali requirement siano demandati ad una
normazione tecnica di secondo livello quale sono appunto gli standard.

Commenti alla domanda 4: in merito ad un’eventuale informativa sugli intangible, si avverte
la necessita di una migliore disclosure in quanto trattasi di elementi importanti che
concorrono a determinare il valore complessivo aziendale.

La loro valorizzazione economica oltre a essere molto complessa presenta elementi di forte
discrezionalita. Pertanto e opportuno che l'informativa su tali intangible rimanga esclusa
dalle informazioni finanziarie ma costituisca una parte importante delle informazioni non
finanziarie.

E’ necessario dunque un coordinamento delle informazioni sugli intangible tra quelle
finanziarie e non finanziarie.




2. STANDARDISATION

Note: in this section, the word “standard” is usgd simplicity. This should not be read

as a suggestion that all relevant reporting reqments must be specified in a single
normative document. Rather, “standard” is merelyedisas a shorthand that could

encompass a consistent and comprehensive setafastis. Reporting standards define
what information companies should report and hoshsaformation should be prepared

and presented.

A requirement that all companies falling within tlseope of the NFRD report in
accordance with a common non-financial reportimggdard may help to address some of
the problems identified in section 1 (comparahiligliability and relevance).

Question 8.: In your opinion, to what extent woaltequirement on companies to apply
a common standard for non-financial informatiorotes the problems identified?

Not at all To some extent To a reasonable To a very great | Don’t know
but not much | extent extent

Question 9.: In your opinion, is it necessary thatandard applied by a company under
the scope of the Non-Financial Reporting Directsfeould include sector-specific
elements?

Yes No Don’'t know

A number of non-financial reporting frameworks astdndards already exist. Some,
including the standards of the Global Reportingdidtive (GRI), the framework of the
International Integrated Reporting Council (IIR@nd the standards of the Sustainability
Accounting Standards Board (SASB), aim to cover tnovsall relevant non-financial
issues.

Question 10.: To what extent would the applicatbrone of the following standards or
frameworks, applied on its own, resolve the prolsledentified while also enabling
companies to_comprehensively meet the current afiseé requirements of the Non-
Financial Reporting Directive, taking into accotimt double-materiality perspective (See
section 4)?




12| 3| 4| Don't
know

Global Reportindnitiative X

Sustainability Accounting Standards Bc X

International Integrated ReportilFramewor| X

Another framework or standar

1= not at all, 2= to some extent but not much, 8=atreasonable extent, 4=to a very
great extent

*Please specify other framework or standard (noentioan three.)

1 2 3 4

1.
2.

3.

1= not at all, 2= to some extent but not much, 8=atreasonable extent, 4=to a very
great extent

On 5 December 2019, the Economic and Financialiifi@ouncil adopted conclusions
on deepening the Capital Markets Union, in whidhvited the Commission to “consider
the development of a European non-financial repgrstandardaking into account
international initiatives”.

Most existing frameworks and standards focus orviddal or a limited set of non-
financial issues. Examples include the recommeadstof the Task Force on Climate-
related Financial Disclosures (TCFD), the UN GuidRrinciples Reporting Framework
(human rights), the questionnaires of the CDP (&ftynthe Carbon Disclosure Project),
and the standards of the Carbon Disclosure Stasdidrd (CDSB). Several approaches
have also been developed at EU level in the envisstial area, including the Organisation
Environmental Footprint and reporting under the -EBtanmagement and Audit Scheme
(EMAS).

Question 11.: If there were to be a common Europeanfinancial reporting standard
applied by companies under the scope of the NFRB/hat extent do you think it would
be important that such a standard should incorpdia principles and content of the
following existing standards and frameworks:

1/2|3]| 4| Dont
know

Global Reporting Initiativ X

Sustainability Accounting Standards Bc X

International Integrat¢ Reporting Framewo X

Task Force on Climate-related Financial Disclosures X
(TCFD)

x

UN Guiding PrinciplesReporting Framewo (humat
rights)

CDF

Carbon Disclosure Standards Bc (CDSB;

Organisation Environmental Footpi (OEF)

X| X[ X| X

Ecc-Management and Audit Sche (EMAS)
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| Another framework ostandard 1 ] |
1= not at all, 2= to some extent but not much, 8=atreasonable extent, 4= to a very
great extent

*Please specify other framework or standard (noentioan three).

112|3|4] 5

1.
2.
3.
1= not at all, 2= to some extent but not much, 8=atreasonable extent, 4= to a very
great extent

Question 12.: If your organisatidally applies any non-financial reporting standard or
framework when reporting under the provisions ef+RD, please indicate the recurring
annual cost of applying that standard or framewmduding costs of retrieving, analysing
and reporting the information).

Name of standard or framework (max 3)Estimated cost of application per year,
excluding any one-off start-up costs.

Small and Medium-Sized Enterprises (SMESs) oftenalchave the technical expertise nor
resources necessary to prepare reports in accadaitic state-of-the-art, sophisticated
standards. This may imply that requiring SMEs tplgghe same standards as large
companies may be a disproportionate burden for SMEs

At the same time, many SMEs are under increasiegspre to provide certain non-
financial information to other businesses, in maittr if they are suppliers of large
companies. In addition, financial institutions arereasingly likely to request certain non-
financial information from companies to whom thag\pde capital, including SMEs. In

this respect, SMEs that do not provide non-findnaiormation may experience a
negative impact on their commercial opportunitissappliers of larger companies or on
their access to capital, and may not be able tefiieinom new sustainable investment
opportunities.

Question 13.: In your opinion, would it be usefui there to be a simplified standard and/or
reporting format for SMEs?

Yes No Don’'t know
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Question 14.: To what extent do you think thatrapdified standard for SMEs would be
an effective means of limiting the burden on SMEsirag from information demands they
may receive from other companies, including finahiistitutions?

Not at all To some extent To a reasonable | To a very great | Don’t know
but not much | extent extent

Question 15.: If the EU were to develop a simplifgandard for SMEs, do you think that
the use of such a simplified standard by SMEs shbalmandatory or voluntary?

Mandatory Voluntary Don’t know

In the responses to the Commission’s public coasatt on public corporate reporting

carried out in 2018, just over half of the resporidebelieved that integrated reporting
could contribute to a more efficient allocationaaipital and agreed that the EU should
encourage integrated reporting.

Question 16.: In light of these responses, to whdént do you agree that the body
responsible for developing a European non-finanepbrting standard should also have
expertise in the field of financial reporting inder to ensure “connectivity” or integration

between financial and non-financial information?

Not at al To some extent To a reasonable To a very great | Don’t know
but not much | extent extent

Question 17.: The key stakeholder groups with dar@st in and contributing to the
elaboration of financial reporting standards haigtohnically been investors, preparers of
financial reports (companies) and auditors/accoatd o what extent to do you think that
these groups should also be involved in the proogésdeveloping a European non-
financial reporting standard?

1123 4 Don’t

know
Investor: X
Preparer X
Auditors/accountan X

1= not at all, 2= to some extent but not much, 8=atreasonable extent, 4= to a very
great extent

Question 18.: In addition to the stakeholders refeto in the previous question, to what
extent to do you consider that the following stakdhrs should be involved in the process
of developing a European non-financial reportirapdard?

11213 4 Don't
know

Civil society representatives/NG X

Academic X

Other*
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1= not at all, 2= to some extent but not much, 8=atreasonable extent, 4=to a very
great extent

*Please specify other categories (no more tharejhre

1.
2.
3.
1= not at all, 2= to some extent but not much, 8=atreasonable extent, 4= to a very
great extent

Question 19.: To what extent should the followingdpean public bodies or authorities
be involved in the process of developing a Europeanfinancial reporting standard?

12| 3 4 Don'’t
know
European Securities Markets Authority (ESN X
European BankinAuthority (EBA) X
Europearinsurance and Occupational Pens X
Authority (EIOPA)
European Central Bank (EC X
European Environment Agency (EE X
Platform on Sustainable Finar® X
Other*

1= not at all, 2= to some extent but not much, 8=atreasonable extent, 4=to a very
great extent

*Please specify other European public bodies onatites that you consider should be
involved in the process of developing a European-fireancial reporting standard (no
more than three).

1.
2.
3.
1= not at all, 2= to some extent but not much, 8=atreasonable extent, 4= to a very
great extent

3 Established under the Regulation on the estabbshimf a framework to facilitate sustainable inwesnt (the

“Taxonomy Regulation”), not yet published in the EXfficial Journal.
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National accounting standards-setters of severaMethber States are represented in the
European Financial Reporting Advisory Group (EFRAGHich acts as the EU’s voice
and technical advisor in relation to financial repuw.

Question 20.: To what extent to do you considet tita following national authorities or
bodies should be involved in the process of devetpguropean non-financial reporting
standards?

1| 2| 3| 4| Dontknow
National accounting standa-setter: X
Environmental authoritie X
Other*

1= not at all, 2= to some extent but not much, 8=atreasonable extent, 4=to a very
great extent

*Please specify other type of European public b®die authorities that you consider
should be involved in the process of developing umopean non-financial reporting
standard (no more than three).

1.
2.

3.

1= not at all, 2= to some extent but not much, 8=atreasonable extent, 4= to a very
great extent

Please provide any comments or explanations tdyjystur answers to questions 8
to 20.

Commenti generali:

Per favorire la comparazione a livello globale occorrerebbe creare solide strutture a livello
regionale in modo da facilitare I'armonizzazione internazionale degli standard di
rendicontazione.

Commenti alle domande 10-11:
La comparabilita dell'informativa richiede I'adozione di uno standard comune.

Gli attuali framework di riferimento (ad esempio I'IRC) possono essere utilizzati solo in
aggiunta agli standard di rendicontazione e non in maniera autonoma. Al riguardo si ritiene
efficace I'applicazione congiunta del GRI e dell'lIRC framework.

Sarebbe poi utile un’integrazione del GRI con specificita settoriali e approfondimenti
tematici, in particolare con le raccomandazioni della Task Force on Climate-related Financial
Disclosures “TCFD” che risultano essere quelle maggiormente adottate.

Commenti alle domande 13-15:

Non si ritiene opportuno includere nell’ambito di applicazione della Direttiva anche le PMI.
Tuttavia, al fine di agevolare i rapporti con il sistema creditizio e con le imprese della catena
di fornitura, si ritiene necessario che le PMI adottino uno standard semplificato/format di
reporting.
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L’obbligatorieta di adottare tale standard semplificato/format di reporting non dovrebbe
precludere tuttavia la facolta per tali imprese di fornire informazioni non finanziarie seguendo
uno standard di rendicontazione non semplificato.

Commenti alle domande 18-20:

Si tratta di soggetti che a nostro avviso dovrebbero essere tutti coinvolti nel processo di
sviluppo di standard sulle informazioni non finanziarie.

In fase di definizione della governance dellorganismo che si occupera della
standardizzazione si valutera il loro piu opportuno grado di coinvolgimento sulla base del
contributo che possono offrire.

In particolare, per la partecipazione delle Autorita di vigilanza europee si vedrebbe un ruolo
analogo a quello che attualmente hanno nel Board dellEFRAG per le financial infomation
ovvero in qualitd di osservatori, che risponde all'obiettivo di tener distinta l'attivita di
standard-setting da quella di enforcement.

Sempre nell'ottica di un approccio fortemente orientato ad una prospettiva internazionale, si
ritiene necessario un coinvolgimento significativo dei national accounting standard setters,
anche al fine di realizzare 'auspicata integrazione tra financial e non-financial reporting.
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3. APPLICATION OF THE PRINCIPLE OF MATERIALITY

The NFRD requires companies to disclose informationthe extent necessary for an
understanding of the development, performancetipasand impact of [the company’s]
activities.” This materiality principle implies th@ompanies reporting pursuant to the
NFRD must disclose (i) how sustainability issuesymatfect the development,
performance and position of the company; and @iy the company impacts society and
the environment. This is the double-materiality spective’ The two “directions” of
materiality are distinct although there can be fe@éts from one to the other. For example,
a company that with severe impacts on the enviromesociety may incur reputational
or legal risks that undermine its financial perfarme.

‘Material’ information is defined in Article 2(1&f the Accounting Directive as “the status
of information where its omission or misstatemeatild reasonably be expected to
influence decisions that users make on the basith@ffinancial statements of the
undertaking. The materiality of individual itemsafilbe assessed in the context of other
similar items.” This definition is geared towardsancial reporting, which is principally
intended to serve the needs of investors and afteelitors. By contrast, non-financial
information serves the needs of a broader setaiebblders, as it relates not only to the
increasing impact of non-financial matters on timaricial performance of the company,
but also to its impacts on society and the enviremmT his may imply the need to provide
an alternative definition of materiality for ap@ion in the context of non- financial
reporting, or at least additional guidance on i$ssie.

Question 21: Do you think that the definition ofteraality set-out in Article 2(16) of the
Accounting Directive is relevant for the purposésdetermining which information is
necessary to understaacdcompany’s development, performance and poé&ition

No, not at all To some extent To a reasonable | Yes, to a very Don’t know
but not much | extent great extent

Question 22.: Do you think that the definition oteriality set-out in Article 2(16) of the
Accounting Directive is relevant for the purposésdetermining which information is
necessary to understaaccompany’s impacts on society and the environthent

No, not at all To some extent To a reasonable | Yes, to a very Don’t know
but not much | extent great extent

Question 23.: Is there is a need to clarify thecept of ‘material’ nonfinancial
information?
Yes No Don’t know

4 See also the Commission’s non-binding guidelineseporting climate-related information, section,page 4
https://eur-lex.europa.eu/legal-content/EN/TXT/PRFiI=CELEX:52019XC0620(01)#page=4

16



Question 23.1: If you think there is a need toifyldahe concept of ‘material’ non- financial
information, how would you suggest to do so?

Question 24.: Should companies reporting undeNfRD be required to disclose their
materiality assessment process?

Yes No Don’'t know

Please provide any comments or explanations tdyjystur answers to questions 21
to 24.

Commenti generali:

Si ritiene che il modello definitorio della materialita previsto dalla Direttiva Accounting
possa essere utilizzato anche per le informazioni non finanziarie. Tuttavia poiche i
destinatari non sono solo gli investitori ma una platea piu ampia di stakeholder, tale
modello dovrebbe essere adattato nella Non-Financial Directive per rispondere a tale
esigenza.

Gli standard, invece, dovrebbero definire i parametri concettuali e declinare i processi
di determinazione della materialita alla luce anche delle specificita settoriali.
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4. ASSURANCE

The NFRD requires that the statutory auditor oritafidn checks whether the non-
financial statement has been provided if a firnsfalithin the scope of the Directive.

Article 34 of the Accounting Directive requires thhe financial statements are audited,
and that the statutory auditor or audit firm expras opinion whether the management
report (i) is consistent with the financial statensefor the same financial year; and (ii) has
been prepared in accordance with the applicablel lemuirements. Article 34 of the
Accounting Directive also requires the statutorgitar or audit firm to state whether it
has identified material misstatements in the mamage report and to give an indication
of the nature of such material misstatements. Hewethe non-financial statement
published pursuant to the NFRD — whether contaimethe management report or a
separate report — is explicitly excluded from tlkepe of Article 34 of the Accounting
Directive. Consequently, the NFRD does not reqairg assurance of the content of the
non-financial statement.

Question 25.: Given that non-financial informatisrincreasingly important to investors
and other users, are the current differences iagharance requirements between financial
and non-financial information justifiable and apprate?

No, not at all To some extent To a reasonable | Yes, to a very Don’t know
but not much | extent great extent

Question 26.: Should EU law impose stronger asseraaquirements for non-financial
information reported by companies falling withirethcope of the NFRD?

Yes No Don’'t know

There are two types of assurance engagement atipreet can perform:

- Reasonable assurance reduces the risk of the engag an acceptably low level
in the given circumstances. The conclusion is Ugyebvided in a positive form
of expression and states an opinion on the measmteof the subject matter
against previously defined criteria.

- Limited assurance engagements provide a lower lefehssurance than the
reasonable assurance engagements. The conclusiosu#ly provided in a
negative form of expression by stating that no emdtias been identified by the
practitioner to conclude that the subject mattenaerially misstated.

Question 27.: If EU law were to require assurarfaeon-financial information published
pursuant to the NFRD, do you think that it shoelguire aeasonabler limitedassurance
engagement on the non-financial information puleltsh

Reasonable Limited Don’t know
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Question 28.: If EU law were to require assurarfagon-financial information published
pursuant to the NFRD, should the assurance prowadsess the reporting company’s
materiality assessment process?

Yes No Don’'t know

Question 29.: If assurance of non-financial infotiorawas required by EU law, should
the assurance provider be required to identify@ualish the key engagement risks, their
response to these risks and any related key olisBrsdif applicable)?

Yes No Don’'t know

Question 30.: If assurance of non-financial infotiorawas required by EU law, do you
think that assurance engagements should be pedobaged on a common assurance
standard?

Yes No Don’'t know

If you answered yes in reply to the previous guestplease explain whether there is an
existing assurance standard that could be usatiiopurpose or whether a new standard
would need to be developed.

ISAE 3000 “Assurance Engagements Other Than Audits or Reviews of Historical Financial
Information”

Question 31.: Do you think that an assurance requent for non-financial information
is dependent on companies reporting against afgpeon-financial reporting standard?

Yes No Don’'t know

Question 32.: If you publish non-financial infornwat and that information is assured,
please indicate the annual costs of such assurance.

If you provided an answer to the previous questibease describe the scope of the
assurance services provided (issues covered, r@asdmited, etc.).
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Please provide any comments or explanations tdyjystur answers to questions 25
to 32.

Commenti generali:

La legislazione italiana nel recepire la Direttiva hon-financial ha reso obbligatoria la
verifica delle informazioni non finanziarie nella forma della limited assurance
lasciando I'opzione agli amministratori di richiedere una reasonable assurance.

La limited assurance é attualmente quella piu utilizzata nella prassi.

In prospettiva lo sviluppo del processo di standardizzazione potrebbe consentire nel
medio-lungo termine lo svolgimento di un’attivita di assurance piu simile a quella che
attualmente viene effettuata sulle informazioni finanziarie (reasonable assurance).
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5. DIGITISATION

The EU has introduced a structured data standaedzaropean Single Electronic Format
(ESEF) under the Transparency Directive. With d¢ff'om 1 January 2020 listed
companies in the EU shall report their annual farnreports in XHTML (audited
financial statements, management report and issuegsponsibility statements).
Additionally, if the consolidated financial stateme are prepared in IFRS, the XHTML
document should also be tagged using iXBRL elemgmesified in the ESEF taxonomy.
This allows the information to be machine-readables is expected to produce a number
of benefits, including cost saving for users of @wainfinancial reports, greater speed,
reliability and accuracy of data handling, improvadalysis, and better quality of
information and decision-making.

Additionally, the Commission is exploring opportties to establish a single access point
for public corporate information. In this respetie Commission expects the High-level
Forum on CMU to examine this topic and formulateoremendations from the Capital
Markets angle in the coming months.

Question 33.: To what extent do you agree or desagvith the following statements
regarding digitalisation of non-financial informati?

11 2|3|4|5]| Don't
know

It would be usefuto require the tagging of repc X
containing non-financial information to make them
machine-readable.

The tagging of non-financial information would orig X
possible if reporting is done against standards.

All reports containing non-financial informationalid X
be available through a single access point.

(1= totally disagree, 2= mostly disagree, 3= patlyadisagree and partially agree, 4=
mostly agree, 5= totally agree)

Question 34.: Do you think that the costs of intrtidg tagging of non-financial
information would be proportionate to the bendtiis would produce?

No, not at all To some extent To a reasonable Yes, to a very Don’t know
but not much | extent great extent
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Question 35.: Please provide any other commentsnauhave regarding the
digitalisation of sustainability information:

Please provide any comments or explanations tdyjystur answers to questions 33
to 35.

Commenti generali:

In prospettiva la digitalizzazione delle informazioni non finanziarie si presenta certamente
come un fattore positivo per gli analisti e gli utilizzatori in generale. Tuttavia essendo in
corso un lavoro di completamento della regolamentazione, con particolare riguardo alla
definizione di uno standard comune che rappresenta un riferimento indispensabile per la
digitalizzazione, sembra opportuno procedere per gradi. In questa ottica, il lavoro di
standardizzazione deve tener conto anche della successiva digitalizzazione

dell'informativa.
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6. STRUCTURE AND LOCATION OF NON -FINANCIAL INFORMATION

The default requirement of the NFRD is that companinder scope shall include their
non-financial statement in their annual managemeport. However, the NFRD also
allows Member States to allow companies to discldse required non-financial
information in a separate report under certain ¢@rs, and most Member States took up
that option when transposing the Directive. Comgantan be allowed by national
legislation to publish such a report up to six nhardfter the balance sheet date.

The publication of non-financial information in @parate report has a number of
consequences, including:

- Separate reports that include non-financial infdrameare out of the legal mandate
of the national competent authorities, whose mandaer periodic reports is
limited to the annual and semi-annual financialorép (which include the
management report).

- Separate reports that include non-financial infdromaare not required to be filed
in the Officially Appointed Mechanisms (OAMs) desaded by Member States
pursuant to Article 21(2) of the Transparency Dikex

Question 36.: Other consequences may arise fronpubé&cation of the non-financial
statement as part of a separate report. To whanhexio you agree with the following
statements:

1 2 3 4 | Don't
know

The option to publish the non-financial statement a X
part of a separate report creates a significariileno
because the non-financial information reported by
companies is hard to find (e.g: it may increasectea
costs for investors, analysts, ratings agencieslatal
aggregators).

The publication of financial and non-financial X
information in different reports creates the peticep

that the information reported in the separate rteigasf
secondary importance and does not necessarily have
implications in the performance of the compi

(1= not at all, 2=to some extent but not much, =a very reasonable extent, 4=to a very
great extent)

Question 37.: Do you believe that companies shbaldequired to disclose all necessary
non-financial information in the management report?

Yes No Don’t know

Question 38.: If companies are allowed to publighrequired non-financial information
in a report that is separate from the managemeotteto what extent do you agree with
the following approaches?
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1/2(3|4|5| Don't
know

Legislation should be amended to ensure proper X
supervision of information published in separafeores.

Legislation should be amended to require companies X
file the separate report with Officially Appointed
Mechanisms (OAMS).

Legislation should be amended to ensure the same X
publication date for management report and theragpa
report.

(1= totally disagree, 2= mostly disagree, 3= patlyadisagree and partially agree, 4=
mostly agree, 5= totally agree)

Please provide any comments regarding the locaficgported non-financial information.

The management report, including the non-finanatgtement, aims to provide a
company’s stakeholders with the information neagss$a understand the company’s
development, performance, position and impact. Soarefinancial information is also
reported in the corporate governance statemenghwisi also part of the management
report.

Question 39.: Do you consider that the currentesgagion of non-financial information in
separate non-financial and corporate governantenségts within the management report
provides for effective communication with usersompany reports?

No, not at all To some extent | To a reasonable Yes, to a very Don’t know
but not much extent great extent
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Please provide any comments or explanations tdyjystur answers to questions 36
to 39.

Commenti generali:

Si ritiene che, al fine di agevolare la reperibilita delle informazioni, importante & che la
pubblicazione della dichiarazione non finanziaria, qualora redatta in un report separato,
avvenga in data contestuale alla relazione sulla gestione.

Sia nell'ipotesi che la DNF venga redatta in un documento separato ma pubblicata
contestualmente alle informazioni finanziarie e sia nell'ipotesi che venga inserita in una
sezione della relazione sulla gestione occorrerebbe comunque non pregiudicare la
tempestivitd con cui soprattutto le informazioni finanziarie vanno rese pubbliche per i
mercati. Cio posto, nel caso delle banche e intermediari vigilati, andrebbe data maggiore
rilevanza al rispetto della tempestivita. Cio in quanto I'obbligo di contestualita (anche
gqualora soddisfatto attraverso la pubblicazione di due report separati) potrebbe ritardare la
pubblicazione dell'informativa finanziaria, il cui processo di produzione si conclude, anche
per soddisfare le richieste delle autorita di vigilanza, con un significativo anticipo rispetto a
quello relativo allinformativa non finanziaria.

E’ opportuna un’armonizzazione della legislazione europea in materia di supervisione e
deposito della distinta Dichiarazione non Finanziaria.
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7. PERSONAL SCOPE (WHICH COMPANIES SHOULD DISCLOSE )

The NFRD currently applies to large Public-Intergstities (PIEs) with more than 500
employees. In practice this means large companiissecurities listed in EU regulated
markets, large banks (whether listed or not) argklansurance companies (whether listed
or not) — all provided that they have more than &@ployees.

The Accounting Directive defines large undertakiagghose that exceed at least two of
the three following criteria:

(a) balance sheet total: EUR 20 000 000;
(b) net turnover: EUR 40 000 000;
(c) average number of employees during the financiat:\#50.

Some Member States have extended the personal s€dpe NFRD by lowering the
threshold to 250 employees, in effect capturindeatie PIEs.

Companies that are a subsidiary of another comaayexempt from the reporting
requirements of the NFRD if their parent companplighes the necessary non-financial
information at consolidated level in accordanceéniite NFRD.

There are a number of potential arguments to stipperextension of the personal scope
of the NFRD:

- Changes in the legislative framework: following #@option of the Regulation on
sustainability-related disclosure in the financegrvices sector and of the
Taxonomy Regulation, investors may require nonrfai@ information from a
broader range of investees in order to comply wigir own sustainability-related
reporting requirements.

- Large unlisted companies can have significant irtgpaan society and the
environment. There may therefore beanpriori reason to differentiate between
listed and non-listed companies in this respectaddition, the difference in
treatment between listed and non-listed compamdhkis regard may serve as a
disincentive for companies to become listed, andrelore undermine the
attractiveness of capital markets.

- Exempting PIEs that are subsidiaries limits theorimfation about impacts on
society and the environment, thus undermining thktyaof stakeholders of such
exempted subsidiaries to hold them accountabléhir impacts on society and
the environment, especially at local and natioeatl.
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Question 40.: If the scope of the NFRD were to twatlened to other categories of PIES,
to what extent would you agree with the followingpeoaches?

112(3|4|5| Don't
know

Expand scope to include all EU companies with sees X
listed in regulated markets, regardless of thee.si

UJ
X

Expand scope to include aérge public interest entitie
(aligning the size criteria with the definition ddrge
undertakingsset out in the Accounting Directive: 250
instead of 500 employee threshold).

Expand scope to inclua@ll public interest entitie X
regardless of their size.

(1= totally disagree, 2= mostly disagree, 3= patlyadisagree and partially agree, 4=
mostly agree, 5= totally agree)

Question 41.: If the scope of the NFRD were to twatlened to non-PIEs, to what extent
would you agree with the following approaches?

11 2| 3|4|5]| Don't
know

Expand the scope to inclularge not-listed companies X

Remove the exemption for companies that are X
subsidiaries of a parent company that reports non-
financial information at group level in accordanaén
the NFRD.

Expand the scope to include large companies eskeh X
in the EU but listed outside the EU.

Expand the scope to include large companies not X
established in the EU that are listed in EU reguaat
markets.

Expand scope to inclucall limited liability companie X
regardless of their size.

(1= totally disagree, 2= mostly disagree, 3= patlyadisagree and partially agree, 4=
mostly agree, 5= totally agree)

Question 42.: Ihon-listedcompanies were required to disclose non-finanofarmation,
do you consider that there should be a specific pgtemt authority in charge of
supervising their compliance with that obligation?

Yes No Don’'t know

If yes, please specify who in your opinion shoudarg out this task (National Competent
Authorities, European Supervisory Authorities, oth¢ and how.
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Due to the nature of their activities, credit ingibns and insurance undertakings have
larger balance sheets than non-financial corparatiblence, the vast majority of such

institutions will exceed the balance sheet thragiholthe definition of large undertakings

set-out in the Accounting Directive. Moreover, tglication of some public disclosure

requirement of EU prudential regulation for credgtitutions and insurance undertakings
is defined based on various size thresholds.

For example:

- the Regulation on prudential requirements for creddtitutions and investment
firms includes in its definition of large credit institoms those with a total value of
assets equal to or greater than EUR 30 billion;

- the same Regulation defines small and non-complgtXutions as those that have
EUR 5 billion or less total assets;

- the consultation paper published by EIOPA in Octd@19 proposes to revise
article 4 thresholds of Solvency Il (below whichtiBes are excluded from the
scope of Solvency Il), doubling the thresholdsteslato the technical provisions
(from EUR 25M provisions to EUR 50M) and allowingelber States to set the
threshold referring to premium income between thweent EUR 5M and until a
maximum of EUR 25M.

Question 43.: To what extent do you agree withfdHewing statements relating to
possible changes of the personal scope of the NieRIbhancial institutions?

1 2| 3| 4| 5 Don't
know

The threshold criteria for determining which bahlse to
comply with the NFRD provisions should be different
from those used by Non-Financial Corporates.

The threshold criteria for determining which inswa
undertakings have to comply with the NFRD provision
should be different from those used by Non-Findncia
Corporates.

(1= totally disagree, 2= mostly disagree, 3= pathjadisagree and partially agree, 4=
mostly agree, 5= totally agree)

Please provide any comments or explanations tdyjystur answers to questions 40
to 43.

Commenti generali:
Come gia riportato nel commento alle domande 13-15 non si ritiene opportuno includere
nell’ambito di applicazione della Direttiva anche le PMI.
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SIMPLIFICATION AND REDUCTION OF ADMINISTRATIVE BURDENS FOR COMPANIES

Question 44.: If your company publishes non-finahiciformation pursuant to the NFRD,

please state how much time the employees of yompaoy spend per year carrying out
this task, including time of retrieving, analysiagd reporting the information? Please
provide your answer in terms of full-time-equivale(FTEs, 1 FTE= 1 employee working

40h a week during 250 working days per year). Rlgasvide your answer for reports

published in 2019, covering financial year 2018.

Please state the total cost per year of any exXteeraices,excluding the cost of any
assurance or audit servicgbat you contracted to assist your company toptpmuith the
requirements of the Non-Financial Reporting DinextiPlease provide your answer for
reports published in 2019, covering financial y2@i8.

The majority of Member States have transposed thRINrequirements into national
legislation making very few changes to the wordifighe legal provisions. Therefore, in
the majority of the national legal frameworks, c@mies are required to comply with
national legislation that is quite high level, nety prescriptive and do not require the use
of any particular reporting standard.

Question 45.: To what extent do you agree withfdllewing statements?

1| 2| 3| 4/ 5| Dont
know

Companies reporting pursuant to the NFRD face
uncertainty and complexity when deciding what non-
financial information to report, and how and wheoe
report such information.

Companies are under pressure to respond to individu
demands for non-financial information from
sustainability rating agencies, data providers @i
society, irrespective of the information that thpeplish
as a result of the NFRD.

Companies reporting pursuant to the NFRD have
difficulty in getting the information they need fro
business partners, including suppliers, in ordenéet
their disclosure requirements.

(1= totally disagree, 2= mostly disagree, 3= patljadisagree and partially agree, 4=
mostly agree, 5= totally agree)

Please provide any comments or explanations tdyjystur answers to questions 44  to
45,
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